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Foreword 
In 1948, William Beveridge – that great architect of the welfare state – issued an 
impassioned defence of voluntary action:  

“In a totalitarian society all action outside the citizen’s home, and it may be much 
that goes on there, is directed or controlled by the state. By contrast, vigour and 
abundance of Voluntary Action outside one’s home, individually and in 
association with other citizens, for bettering one’s own life and that of one’s 
fellows, are the distinguishing marks of a free society. They have been 
outstanding features of British life.” 

Sixty years on – and under the rule of another Labour government – his words are just as 
relevant. 

What successive administrations since the war have proved beyond doubt is that neither 
the state nor the market are sufficient: either on their own or in combination. The market 
has never created more wealth than it does now, and the state has never spent so much of 
it. And yet our nation needs something more, it needs a stronger society. 

This is something that must start with every person, in their relationships with family and 
friends, and the making of whole and healthy communities. But beyond the sphere of the 
private and informal, there is a public, organised expression of society: the charities, 
social enterprises, co-operatives and community groups that make up the voluntary sector 
– what some would call, quite inaccurately, the third sector. 

The time has come for us to think of the voluntary sector as the first sector; not just in 
recognition of the historical origin of the public services and institutions we rely on today 
– but as the first place we should look for the answers that neither the state nor the market 
can provide. 

This is no pipe dream. The voluntary sector is already delivering change throughout the 
country. No matter how difficult the problems facing our society, there is none so 
difficult that someone, somewhere, isn’t already solving it through voluntary action. The 
question is not whether the sector can do it, but what government can do to help them do 
more of it. 

The delivery of public services by voluntary organisations has become a pivotal and 
divisive issue, presenting the sector with enormous risks and opportunities. There are 
those who say the risk is too great, that charities in particular should keep out or be kept 
out. Others make an equal and opposite error – believing that the voluntary sector that 
operates beyond the limits of state action is irrelevant and out-of-date. 

We reject both arguments, respecting the sheer variety of the sector and seeking to 
nurture voluntary organisations of all shapes and sizes. That is why this green paper sets 
out a broad policy agenda dealing with the crunch issues of public service delivery, but 
also with the things that nourish the voluntarism, altruism, locality, independence and 
diversity of Britain’s civil society. Alongside the discussion of contracts, commissioning 
and social enterprise, we make our case on grant funding, charitable giving and 
volunteering. 
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In doing so, we draw upon a record of working with the voluntary sector to develop 
policy. In 2001, we were the first party to publish a manifesto for civil society. In 2003, 
this was followed up with the Sixty Million Citizens consultation and a deepening 
engagement with the sector. In 2005, my first act as the leader of the Conservative Party 
was to ask Iain Duncan Smith to chair the Social Justice Policy Group, an inquiry into the 
most important challenges facing our society. The role of charities and community 
groups in meeting those challenges formed a major part of Breakthrough Britain, the 
Policy Group’s final report, and we are indebted to Orlando Fraser and Cameron Watt for 
their painstaking work in reflecting the experiences and insights of so many voluntary 
organisations. I also want to thank Harriet Baldwin and Rodney Lord for their work with 
the Social Enterprise Taskforce and Jesse Norman for his work with the Conservative 
Cooperative Movement.  

Now comes the next stage, an opportunity for the sector to contribute to the development 
of a programme for government. I very much hope that voluntary groups of all shapes 
and sizes will take part in the consultation process that follows the publication of this 
green paper. 

stVoluntary Action in the 21  Century is an agenda for change. But our aim is not to 
change the voluntary sector, which is more than capable of changing itself as it sees fit. 
Rather, our aim is to change government: from being an object that gets in the way of 
civil society to being a force that gets behind civil society, open to, and supportive of, the 
energy and initiative of a free and civilised nation. 

 
 June 2008 

 

 

 

 

We welcome responses to this consultation document. Please contact: 

James O’Shaughnessy 
Conservative Campaign Headquarters 
30 Millbank 
London SW1P 4DP 
020 7222 9000
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A new world 
A progressive agenda in the 21st century recognises collective goals. We want to 
eradicate poverty and extend opportunity. We want to strengthen the security experienced 
by all our communities. We want to create a society in which the talents and potential of 
everyone are cherished and nurtured. To achieve these collective goals needs something 
more than individuals acting alone. It requires collective action – people coming together 
to make a difference. Conservatives have always been clear that in a strong society 
people depend on each other: we truly are all in this together. 

A strong society 
At its best, government action can represent the democratic imperative of the nation: 
crystallising priorities, driving forward social change, and underpinning standards. But 
collective action does not always mean government action. The problems our society 
faces – and the opportunities open to us – will never be adequately seized if citizens 
simply opt out and leave them to the Government alone. 

Throughout history many of the most pressing social problems have been identified and 
tackled by voluntary action. Whether in education, public health, or the relief of poverty 
– it has been voluntary groups which have been there first as pioneers: the first to notice a 
problem; the first to commit to resolving it; and the first to mobilise resources to deal 
with it. More often than not, the public and private sectors have followed later, the trail 
having been blazed by voluntary action. 

Strength in diversity 
One of the reasons why voluntary action is becoming more, not less, important is that the 
collective challenges that we face today are not susceptible to single, top-down solutions. 
For instance, there is no ‘silver bullet’ policy that will cure poverty, but there are a 
thousand pieces of help – from extra care from a health visitor in the days after birth, to 
support for parenting, to the chance to attend a good school – each one of which can 
improve the life chances of a child. It may never be possible to demonstrate that any 
single one had a decisive influence, but a society in which every possible source of 
inspiration, innovation and effort is unleashed is one that has the greatest chance of 
success. 

The post-bureaucratic age 
Government has never had all the answers, but today it is not even asking the right 
questions. Society is too complex, its pace of change too fast, for it to be understood, let 
alone managed, by a central bureaucracy. In this post-bureaucratic age, the people to 
identify new problems and discover the best ways to solve them won’t be ministers 
holed-up in Whitehall, but the legions of committed individuals, voluntary organisations, 
social enterprises, commercial companies and communities. The post-bureaucratic age 
demands that we change government so that it is more open to being driven by a vibrant 
civil society.  
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Old politics isn’t working 
In some ways, civil society has never enjoyed so much attention from politicians. The 
current Government has created an Office of the Third Sector, with its own minister; it 
has spent millions of pounds on new initiatives designed to improve the performance of 
the sector; and it has increasingly turned to charities and social enterprises to take on 
work that was previously carried out by public employees. 

Not partners but servants 
Yet this increased interest has not been an unalloyed boon. Instead, many in the voluntary 
sector are experiencing real anxieties. The root of this anxiety is the Government’s 
determination to apply bureaucratic-age practices to a sector that embodies vibrancy and 
diversity. It has too often regarded charities and voluntary groups as bodies that are to be 
instructed, rather than trusted. In return for funding, the Government has sought to 
impose detailed terms and conditions. Even the Charity Commission has called attention 
to the threat to the independence of charities and warned that an uncritical involvement 
with the Government’s agenda could amount to “a slow leaching away of a charity’s 
assets”. 

The crowding out of voluntary action 
The uncompelled gift of time and money is the wellspring of the voluntary sector’s 
character and independence. Yet there is widespread recognition that we could be doing 
better in both volunteering and philanthropy – voluntary donations have now been 
overtaken by government funding as a source of income for charities. Moreover, 
traditional grant giving is losing ground to contract-based funding for the implementation 
of government objectives, so that many charities face an agonising choice between 
abandoning their own priorities or doing without much needed resources. 

Missing the point 
It is right to give charities and social enterprises the chance to deliver public services, but 
Labour is doing it in the wrong way.  

Labour’s template approach has been to form a view of how things should be done and 
then to use targets, directives, legislation, inspection regimes and conditional funding to 
force people, public services, local councils and even voluntary organisations to operate 
in the approved way. This approach is failing, not just because of the bureaucracy of 
inspections, monitoring and enforcement that it relies on, but also because it loses sight of 
Beveridge’s key insight that people and organisations are more successful – more 
“vigorous and abundant” – when given the freedom to act on their own initiative than 
when ordered from above. 
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The change required 
One of the most important ambitions of the next Conservative Government will be to 
expand the role and the influence of charities, social enterprises and voluntary bodies in 
our society. 

In doing so, our approach is not to change the voluntary sector to better serve the 
Government, but to change government itself. 

What the citizen can do for the voluntary sector 
The most important relationship for the voluntary sector is not that with the Government, 
but between people themselves when they come together to take action. A Conservative 
Government will always have in mind that the voluntary sector must be free to develop 
according to the ambitions and energies of the people who participate in it, and the needs 
of the people they help.  

Our first priority, like the doctors’ Hippocratic Oath, is “first, do no harm”.  

The best guarantee of the independence and vigour of the sector is a healthy flow of 
donations and volunteers. Voluntary action will always be a personal choice. The 
Government can, however, influence the environment in which people choose to give of 
their time and money through its policies on the taxation of donations, and by imposing 
or removing barriers that stand between individuals and the commitment of their time. 

We will do what we can to create a more supportive environment for philanthropy and 
volunteering. We will reduce the bureaucracy and paper chase that is involved in 
claiming tax relief through Gift Aid. While government cannot and should not force 
people to give, we believe that it is right to work with the sector to encourage the cultural 
change in which giving and volunteering flourish and are seen as social norm. We will set 
a lead by making it possible for all government employees to engage in regular 
volunteering as part of their job. 

We will make it simpler and easier to volunteer by tackling the regulatory obstacles 
which deter new volunteers. We will also act to dispel the confusion surrounding the 
benefits system so that no one is wrongly advised not to engage in community work, or 
dissuaded by their own misunderstandings. 

We will direct the support that the government gives to encourage volunteering to areas 
of Britain where there are acute shortages. In doing so, we will work through established 
charities and voluntary groups rather than generating a blizzard of new ministerial 
initiatives. 

What the state can do for the voluntary sector 
The second way in which central and local government interacts with the voluntary sector 
is by backing good causes with financial help through grant programmes.  

The drying up of grant income, and the conversion of grants into formal contracts with 
tightly specified and monitored terms and conditions has gone too far. 
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It should be possible for government bodies and local authorities, who are familiar with 
the work of charities and voluntary bodies over a period of time to trust them to make 
good use of public funds. So we will sustain grant funding by respecting the difference 
between grants and contracts – using contracts only where there is a clear justification.  

We will reform the National Lottery so that it returns to its roots as a backer of good 
ideas from the bottom up, rather than a vehicle for directing voluntary income into 
government priorities, often within the public sector itself. The Voluntary Action Lottery 
Fund, which will replace the Big Lottery Fund, will be made completely independent of 
government and will distribute to charities and voluntary bodies rather than see its funds 
cannibalised by government initiatives. 

We will reduce the bureaucracy voluntary groups face by preferring longer-term grants, 
and we will minimise the paperwork involved in applying for grants by drawing up 
model agreements and establishing a funding passport scheme to cut out repetitive due 
diligence procedures. 

What the voluntary sector and the state can do together 
In the post-bureaucratic age there should be no automatic assumption that because the 
state pays for a service it should deliver the service itself. 

We believe that it is right to give charities, social enterprises and co-operatives the 
chance to receive public funds in return for helping to solve some of the most pressing 
social problems. But we will take a very different approach to the way that relationship is 
conducted. We will bring an end to the micromanagement of voluntary sector providers 
through contracts that specify in minute detail not only what should be supplied but how 
the services are to be managed. Contracting will, wherever possible, be based on 
outcomes, rather than process. We will establish a level playing field between voluntary 
sector and private providers, allowing voluntary organisations delivering public services 
to earn a competitive return on investment by sharing substantially in the rewards that 
come from success. 

We will establish a standard for contracts to be based on at least three years (unless the 
circumstances demand a shorter contract) and we will publish model contracts so that 
charities do not have to face the bureaucracy of every contract with a funder being 
written in a different way. 

We will enshrine these principles in a revised Compact between the public sector and the 
voluntary sector and give the compact the teeth it currently lacks by undertaking to abide 
by the judgments of the commissioner. Moreover, we will create a powerful Office of 
Civil Society to fight for the sector within Whitehall and a Civil Society Select 
Committee to provide democratic scrutiny in Westminster. 
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1. Giving 

Summary 

Principles 
We believe that the value of giving from individuals to charities is more 
than just financial. It is truly a free nation whose citizens contribute to 
the common good, not because they have to, but because they want to. 
As a source of income, charitable donations provides the best possible 
guarantee of the diversity and independence of the voluntary sector –
especially for smaller charities, which are least likely to benefit from state 
funding. So for all of these reasons, we will seek to reinvigorate the 
British tradition of giving, not just as a buoyant resource for charities, but 
as a sign of strength in our society. 

Key facts  
As a nation we are not as generous as we think we are – and we could be 
doing better: 

• Charitable giving by individuals is struggling to keep up with GDP 
growth and is falling as proportion of the voluntary sector’s income 

• The level of giving in 2006/07 was down by 3% on the previous 
year – the proportion of the population who gave also fell from 57% 
to 54% 

• Giving levels in the US are more than twice those in the UK – 1.7% 
of GDP compared to 0.7% 

Britain has a very generous minority responsible for a disproportionate 
amount of giving: 

• In Britain 7% of the population accounts for around 49% of all 
giving 

• There is a very generous minority, which is not one and the same 
as the wealthy minority – three-fifths of high value donors have 
annual incomes of less than £26,000 and giving as a proportion of 
income is roughly equal across all income groups 
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Problems 
Giving is by definition a voluntary act; generosity cannot be dictated by 
the Government. However, many people who want to give don’t know 
how generous they should be – there is no ‘social norm’ for giving to 
provide guidance. But we do think there is a useful debate to be had on 
whether it is possible to establish a social norm around charitable giving. 

Tax relief on charitable donations – especially through the Gift Aid 
scheme – is a great encouragement to giving. Unfortunately, donors and 
charities trying to use Gift Aid are being held back by its administrative 
complexity.  

Solutions  
In support of charitable giving, we propose to: 

• Simplify the Gift Aid system to reduce the bureaucratic burden on 
charities 

• Participate in a debate on a social norm for giving: 

o Make clear that government cannot engineer a more 
generous society 

o Work with charities to sponsor a debate on whether it is 
possible to establish a new social norm around charitable 
giving 
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1.1 The importance of giving 

John Wesley is not usually remembered as a financial advisor, but this is what he had to 
say about money: “Make all you can, save all you can, give all you can.” 

Of course, he spoke those words at a time when, if you had no savings, the generosity of 
others was your last hope. He could not have imagined the wealth we enjoy today – nor 
the welfare state that spends so much of it on our behalf. 

stWhat need, therefore, do we have of charity in the 21  century? 

If Gordon Brown’s spending boom has achieved anything it is the proof that throwing 
money at social problems is not enough. We live in a country where despite record levels 
of state spending and taxation, social inequalities such as differences in life expectancy 
are increasing not decreasing.1 Politicians of all parties are looking to charity and social 
enterprise for the answers that the state can’t provide. And it isn’t just rhetoric: 
Government expenditure on public services is shifting from public sector providers to 
voluntary sector providers. So much so, that the state now accounts for the largest slice of 
the income of the voluntary sector2 3 – a proportion that is set on an upward trend.

Perhaps the real question is not what need we have of charity, but what need charity has 
of us as individual givers?  

A tax, a deal and a gift 
The answer is that, in this age of blurring boundaries between the public, private and 
voluntary sectors, charitable giving is more important than ever. Consider the 
circumstances in which we transfer our wealth to each of the three sectors: When we 
hand over our cash to the state it is because we have to; when we do so in the market 
place, it is because someone has made it worth our while; but with a charity, it is because 
we want to – with the benefit of others in mind and not ourselves. In short, the essential 
difference between the public, private and voluntary sectors is the difference 
between a tax, a deal and a gift. 

We believe this is a distinction worth preserving. 

Independence and diversity 
Personal giving is also the bedrock of the voluntary sector’s independence. If a charity is 
financially dependent on the state for its very existence, then a public sector contract 
might seem worth taking at any price. But with a secure and substantial donor base, a 
charity can enter each negotiation from a position of strength. Furthermore, 
accountability is directed down to the grassroots of the sector, where it belongs. 

Personal giving is particularly important to Britain’s smaller charities, who are less likely 
than larger charities to deliver public services and receive the associated state funding; 
while over 60% of charities with incomes of over £500,000 deliver public services, the 
figure for charities with incomes under £100,000 is less than 25%.4 Thus giving is also 
the wellspring of the sector’s diversity. 
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Charitable giving should therefore be a key concern for any government that cares 
about the independence and diversity of Britain’s charities. 

1.2 The state of British giving 

Before drawing to a close in 2004, the Government-backed Giving Campaign addressed a 
challenge to the nation: to double charitable donations in real terms in the space of ten 
years.5 Unfortunately, the signs do not look good. 

For a long time, levels of individual giving have struggled to keep pace with GDP 
growth,6 and, ominously, the latest Individual Giving Survey records a real terms fall in 
charitable donations. The level of giving in 2006/07 was down by 3% on the previous 
year – the proportion of the population who gave also fell from 57% to 54%.7

International comparisons 
According to research from the Charities Aid Foundation, charitable giving in the UK 
amounts to 0.73% of GDP.8 9 In the US, the equivalent figure is 1.67% of GDP.  
Therefore, British rates of giving could double over ten years and we still wouldn’t be 
giving as much as the Americans do now. Of course, it can be argued that America is a 
special case, and that when it comes to giving Britain can claim to be the best of the rest. 
Certainly, we seem to be well ahead of the other European countries surveyed (see chart 
1).10

Chart 1: Giving as a share of GDP, selected countries
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However, the CAF statistics exclude optional church taxes, which are an important 
feature of giving in Germany and the Nordic countries. If one includes the church tax, 
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which is not compulsory, then giving as a percentage of GDP is substantially higher in 
Germany than in Britain.11  

It’s also worth looking at the research of the Johns Hopkins Comparative Nonprofit 
Sector Project, which surveyed a wide range of countries and found that British giving 
was exceeded by that of Israel, Canada and Spain as well as America.12 Though the basic 
pattern remained the same, with America leading the world, and Britain leading most of 
Europe – Britain’s position as the best of the rest is not indisputable (see chart 2). 

At the very least, we have some room for improvement. 

Chart 2: Giving as a share of GDP, selected countries
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1.3 A very generous minority 

An analysis of who gives to charity in Britain today reveals some surprising facts. 

Although we enjoy international standing as a generous society, we owe that position to a 
generous minority of donors. 

The latest figures show that 49% of charitable giving in Britain comes from 7% of 
the population;13 14 a relationship confirmed by other studies.

There is very little public recognition of the fact that so much is given by so few. Who 
are the very generous minority?  

The Individual Giving Survey, commissioned by the Charities Aid Foundation and the 
NCVO, defines high-level donors as those giving more than £100 a month. The survey 
found that two-fifths of Britain’s biggest donors had an income in excess of £26,000 a 
year. But it is striking that three-fifths of Britain’s big donors – a clear majority – had 
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incomes of less than £26,000 per year. In other words, most of the people who give most 
in Britain donate out of modest incomes. 

These findings a confirmed in another important study conducted by the charity research 
group nfpSynergy. They are summarised in Chart 3 below.15 Dividing the population into 
ten income bands, the research showed that although the total level of giving did not vary 
greatly by income, the most generous contributors to charity as a proportion of their 
income are not the richest groups but those below average income.  

Chart 3: Likelihood and level of charitable giving by income group
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Indeed, among the poorest 10% of the population, those who give to charity give over 
three times the proportion of their income as the highest income groups. 

However, Chart 3 also makes clear that higher income groups are more likely to give to 
charity in the first place so that overall, taking into account all households (i.e. donors 
and non-donors) there is comparatively little variation in overall giving between income 
groups. 

1.4 Growing the very generous minority 

The surest way to increase charitable giving in Britain is to grow the very generous 
minority. What are the attributes of the most generous givers? 

As we saw in the previous section, it is not primarily a question of income and wealth. 
Poorer people who give, give more generously than richer people. 

The evidence is that what marks generous givers out from the rest is their connectedness 
with the rest of society. The trigger for many people to give to charity is a personal 
connection with the cause a charity embodies. A relative or friend suffering from a 
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particular disease will often forge a connection with the wider work of charities 
concerned with that condition. Membership of a community group – such as a sports club 
or tenants’ association – draws people into a closer relationship with their community. 

Chart 4 shows some of the research findings that demonstrate the links between giving to 
charity and what might be called indicators of ‘social capital’ such as knowing your 
neighbours by name, involvement with local clubs and societies and voting in elections.16

Chart 4: Social capital indicators and giving behaviour
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This has important lessons for policymakers. Measures that create opportunities for 
people to engage with their community are likely to have the further beneficial effect of 
increasing charitable giving (and, for that matter, volunteering). 

This is a powerful further warning against a ‘big-is-beautiful’ approach, whereby smaller, 
community-based institutions are replaced by the greater scale and ostensible efficiency 
of larger, more anonymous organisations. As David Cameron said in a recent speech: 
“big-is-beautiful reorganisations may reduce cost in the short term, but they increase 
costs in the long term.”17

The opportunity to serve as school governors, to join a team to take over the running of a 
community centre, to serve on a parish council or neighbourhood forum – all of these 
things help build social value and can help us become a more generous society. 

A Conservative Government will look for opportunities to engage local people in the life 
of their community. The supposed efficiency of bureaucratic, large scale solutions must 
be set against the social value created when people are encouraged to get involved 
locally. This engagement with society is the prime determinant of who gives generously, 
and it is very much in all our interests to grow this generous minority by allowing more 
people to share this engagement. 
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Box 1: A social norm for giving? 

Think about the last time you had a meal in a restaurant. Did you leave a tip? If so, 
how much? 

The chances are – if the service was pleasant, the food good – you will have left 
something like 10% of the bill.  

What proportion of your annual income do you give to charity? If you are able to 
say immediately, you are in a small minority. Most people don’t know how much 
they give – and more importantly, don’t know how much to give – because unlike 
tipping in a restaurant, there is no rule of thumb for giving to charity – even 
though most of us consider charitable giving a good thing to do. 

Not only is there no rule of thumb for charitable giving, there is no ‘social norm’ – 
a shared expectation that people will behave in a particular way. 

If there were such a social norm, people would most likely follow it. An amazing 
number of us take the lead from others. Next time you sponsor a colleague’s 
marathon run on justgiving.com, look at how much the first person on the list 
pledged. The chances are that most people who followed will have pledged a 
similar amount. Look at the infectious success of Red Nose Day or Children in 
Need: if the whole office is ‘doing something for charity’ that day, chances are 
most people will join in – in cash or kind. 

What if there were a social norm for charitable giving? Individual giving in the UK 
amounts to 0.7% of national income, and half of this comes from a very generous 
minority of around 5% of the population, so it follows that the overwhelming 
majority of households must be giving less than half a percent of their income to 
charity each year. 

Therefore if the generous minority were to carry on giving at their current level, 
and most other people were to adopt a norm of giving 1% of their gross income to 
charity – charitable giving could increase by £3 to £4 billion every year. 

In a recent survey carried out for the Charities Aid Foundation, 72% of people who 
expressed a preference said that giving at least 1% of income should be the rule of 
thumb for charitable giving: with more people naming the 1% level than any higher 
or lower percentage.  This would transform the fortunes of many British charities. 18

It much exceeds anything the Government is likely to be in a position to offer in 
increased direct support to charities. 

How could we establish such a pro-social norm? Government cannot legislate for 
virtue. In particular it cannot make people give freely of their wealth or their time. 

But in the post-bureaucratic age, governments should not first reach for legislation 
to pursue collective goals – in this case increasing charitable giving. Governments 
spend huge amounts of time and effort considering the best ways to deal with 
anti-social behaviour. They give comparatively miniscule attention to considering 
how to foster pro-social behaviour. A Conservative Government will pioneer an 
agenda of promoting pro-social norms. We will work with charities and 
organisations that encourage giving to sponsor a debate on whether it is possible 
to establish a new social norm around charitable giving.
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1.5 Gift Aid reform 

Gift Aid is the most important direct way in which the Government can help citizens help 
the voluntary sector through giving and philanthropy. It works on the principle that we 
shouldn’t tax people on what they give to charity. 

This is a good principle, but the Gift Aid system in practice is plagued by bureaucracy. It 
is archaic that in the 21st century, a donor is required physically to fill in a piece of paper 
declaring that he or she pays taxes. This then requires a vast archiving system for the 
biggest charities so that the declaration of every individual donor can be checked. And 
this must be repeated for every charity a single donor gives to. 

This bureaucracy is time consuming, expensive and inconvenient for everyone involved – 
donors, charities and HM Revenue and Customs. It represents a diversion of resources 
that would otherwise go into good works. And it is one of the reasons why the take-up of 
Gift Aid is so low: According the 2005/06 UK Giving Survey only 34% of givers used 
Gift Aid for one or more of their donations.19

In the wake of the 2007 Budget, Gordon Brown announced a review of Gift Aid, which 
charities hoped would result in significant reform. However, in the event, the review 
produced nothing more than a few minor tweaks, confirming suspicions that its only real 
purpose was to distract attention from the £90 million a year loss from the cut in the basic 
rate of tax. 

A Conservative Government would reconvene a purposeful discussion between charities 
and HM Revenue and Customs, to bring the conduct of Gift Aid into the 21st century in 
order to eradicate unnecessary bureaucracy and boost take-up. 

We regard it as essential to maintain the link between the rates of income tax and gift aid 
since this embodies the principle that charitable giving should be out of untaxed income. 

Just as it is an objective of government policy to ensure the maximum take-up of welfare 
benefits to which people are entitled, so it will be our objective to increase the take-up of 
Gift Aid to which charities are entitled. 
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2. Volunteering 

Summary 

Principles 
We believe that volunteers are the beating heart of Britain’s civil society, 
an indispensable resource for the voluntary sector and in many public 
services. Volunteering generates social capital – building the networks 
that turn mere places into communities. In economic terms, the value of 
volunteering can be measured in billions of pounds, but its true worth is 
beyond price. Without volunteers much of what we take for granted in our 
national life would grind to a halt. As many charities become increasingly 
professionalised, volunteers become more, not less, important, keeping a 
growing and dynamic voluntary sector rooted in the ground that gives it 
meaning and purpose. Government cannot – and must not attempt to – 
compel volunteering, but it can encourage, invest and, where necessary, 
simply get out of the way. 

Key facts 
Britain has a strong volunteering tradition – but we could be doing better: 

• International comparisons show that we do relatively well in terms 
of volunteering; however some countries do significantly better – 
for instance, relative to GDP, the estimated economic value of 
volunteering in Holland is 50% bigger than in Britain 

• In Britain, volunteering levels are lowest in the most deprived areas 
where volunteers are needed most – with only 19% of the 
population volunteering compared with 38% in the least deprived 
areas 

In recent years there has been some growth in the number of short-term 
‘episodic’ volunteers, but not in the number of committed volunteers: 

• The Government claims that volunteering is on the rise, but this is 
not reflected in surveys which show that regular volunteering has 
flat-lined 

• Some organisations – such as the Scouts and Special Constabulary 
cannot find enough people to fill high commitment voluntary roles 
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Problems 
Recent years have not lacked for government volunteering initiatives. 
Ministers have set up one initiative after another, even creating their own 
volunteering charities. Unfortunately, the evidence suggests that these 
schemes have had limited impact.  

Solutions 
In support of volunteering, we propose to: 

• Support efforts to establish regular volunteering as a social norm – 
leading by example through a volunteer hours scheme for central 
government employees  

• Overhaul the way in which Government invests in volunteering – 
directing support to grassroots volunteering organisations, not 
quangos set up by Ministers: 

o Support development work in ‘charity deserts’ to establish 
new volunteer-led organisations where none previously 
existed  

o Consult on a proposal to match-fund the development and 
operation of a sector-led and sector-owned system training 
and recognition for committed volunteers  
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2.1 The importance of volunteering 

Politicians have never been so keen to associate themselves with volunteers and 
volunteering. In recent years we’ve seen Ministers launch one eye-catching initiative 
after another to boost the volunteer headcount – which unfortunately have been more 
successful in generating photo-opportunities than new volunteers.20 The suspicion is that 
many of these initiatives amount to little more than “a launch, a lunch and a logo.”  

And yet volunteers and volunteering are of profound importance. The NCVO calculates 
that, in terms of what it would cost to replace volunteers with paid employees, the annual 
benefit to the UK economy of volunteering is £27.5 billion.21 But the value of 
volunteering goes beyond that – because so much of it is irreplaceable. As Luke 
Geoghegan, the warden of Toynbee Hall, has said “care from a volunteer often has much 
bigger an impact on vulnerable people because of the very fact that it is freely given.”22

2355% of all voluntary groups receive no income from government  and many if not most 
of these would simply not exist without volunteers. This isn’t just the smallest charities 
and community groups. Many larger charities also depend on volunteers. For instance a 
survey of 59 hospices concluded that the value of volunteering to the hospice movement 
was £112 million, almost equal to the financial contribution from the NHS; it was also 
estimated that for every £1 spent on supporting volunteers, hospices received a return 
worth more than £11. There are few investments that can produce such a rich yield.24

Whole areas of community life would simply cease without volunteering. Local sport is a 
case in point, with 93% of sports clubs making use of volunteers.25According to Sport 
England volunteer “coaches, officials, mini-bus drivers, match secretaries, umpires, 
treasurers, stewards and countless other helpers sustain over 100,000 affiliated clubs with 
over eight million members” – an annual contribution to sport of one billion hours every 
year.26  

There is a growing body of research that links ‘social capital’ factors such as knowing 
neighbours by name and membership of social to public spirited actions such as giving 
money to charity, donating blood and, of course, volunteering.27, ,  28 29 However, 
volunteering isn’t just a product of social capital but also a contributor to it,30 because it 
creates new relationships between people – both directly and by supporting the 
participative activities, such as local sport, that enable non-volunteers to make new 
connections too. 

Volunteering is not, of course, the be-all and end-all of the voluntary sector. There is 
much to be welcomed in the ‘professionalisation’ of our charities and social enterprises, 
which together have the equivalent of 486,000 full time staff – an increase of over 
100,000 in the space of a decade.31 But while the voluntary sector is creating paid jobs at 
a faster rate than the public and private sectors, the pace of change makes the 
continuity of the volunteering tradition more, not less, important. 
Volunteers are the beating heart of Britain’s civil society and we would be shocked to see 
just how much would die if that heartbeat stopped. We should therefore be concerned that 
the small-scale, volunteer-led part of the voluntary sector is struggling. According to the 
latest NCVO almanac, three out of every five of our smaller charities are shrinking their 
operations.32 This is not a healthy sign. 
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The disappointing record of government initiatives on volunteering is not an excuse for 
inaction, rather a new approach is required – one that, in keeping with the volunteering, 
seeks to get behind voluntary action instead of attempting to lead it.  

2.2 International comparisons 

How does our volunteering culture compare with other countries? 

Relevant facts and figures aren’t easy to come by, but we do have some fairly recent 
research carried out by the Comparative Non-Profit Sector Project based at Johns 
Hopkins University. In terms of the proportion of the adult population who volunteer, 
Britain is second out of the 36 countries surveyed, beaten only by Norway (see Chart 5, 
below).33

Chart 5: Percentage of adult population volunteering, selected countries
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However, if one takes into account volunteer hours, as opposed to volunteer numbers, we 
slip down the rankings somewhat, coming in fifth among comparable developed nations 
(see Chart 6, below).34,35 That’s not bad, but we’re still soundly beaten by the Swedes 
and the Dutch in the top two positions. So, as is the case with charitable giving (see 
section 1.2) we are doing well, but could be doing better. 
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Chart 6: Volunteering as a share of GDP, selected nations
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The impact of professionalisation 
According to a survey from the Directory of Social Change, 52% of voluntary sector staff 
in Britain believe that the drive towards professionalisation is killing the spirit of 
charitable activity.36 The Swedish experience certainly suggests that volunteering 
prospers when charities stay out of public service delivery. The Swedes are enthusiastic 
volunteers, but in terms of paid employment their voluntary sector is one of the smallest 
in the western world.37 Moreover, the Swedish state has, until recently, dominated public 
service provision, with next to no role for the voluntary sector.  

However, one could draw an entirely different conclusion from those other volunteering 
superstars – the Dutch. Not only does Holland have the highest level of paid non-
statutory, non-commercial employment in the world, it also has public services in which 
voluntary organisations play an extensive role.38 So while volunteering can do very well 
without the professionalisation of the voluntary sector workforce or participation in the 
delivery of public services, it can thrive in this context too. 

2.3 The national picture 

According to the Government’s Citizenship Survey, there was a modest increase in 
volunteering in the first half of the current decade. In the 2001 survey, 39% of 
respondents said they had volunteered in the previous twelve months, rising to 42% in 
2003 and 44% in 2005. For volunteering in the previous one month the figures were 27%, 
28% and 29% (see chart 7).39  
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Chart 7: Proportion of population volunteering in a given period
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The full results of the 2007 survey have yet to be published, but the data released indicate 
that volunteering in the previous twelve months remains at 44%, while volunteering in 
the previous one month has dropped back to 27%.40

In contrast to the Government survey, the Charity Awareness Monitor (CAM), an 
independent quarterly survey undertaken by nfpSynergy, shows that, with a few shallow 
peaks and troughs, the level of volunteering has remained essentially unchanged at 
around 19% (see chart 8, below).41  

Chart 8: Proportion of population volunteering in the last 3 months
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What can explain these very different findings? It is particularly odd that the Citizenship 
Survey shows a much higher incidence of volunteering within a one month period, than 
the Charity Awareness Monitor does within a three month period.  

The surveys also found big differences in the demographic profile of the volunteering 
population. For instance, the Citizenship Survey found that women were only a little 
more likely to volunteer than men,42 while the Charity Awareness Monitor found that 
women were almost twice as likely to volunteer. As for age, the Charity Awareness 
Monitor found that volunteering among the older age groups was more common than 
among the younger (see Chart 9, below).43 However, this was not found by the 
Citizenship Survey – which, if anything, suggests the reverse.44  

Chart 9: Proportion of population volunteering in the last 3 months 
by gender, age group and religiousness
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Committed versus episodic volunteering  
It may be that the Citizenship Survey is picking up a lot of occasional, short-term 
volunteering that the Charity Awareness Monitor does not. This would explain 
differences in the number of volunteers. It may also explain the differences in 
demographic profile (the DWP’s Time Use Survey shows that older people devote more 
time to volunteering than younger people,45 46 and, on some measures,  that women devote 
more time than men.) A number of volunteering experts have highlighted the emergence 
of a less committed, more casual style of volunteering, often described as episodic 
volunteering.47  

Varying criteria for what constitutes a volunteer will obviously lead to very different 
conclusions about volunteering levels. For instance, the Citizenship Survey found that 
14% of volunteers claimed to have volunteered within the private sector as opposed to the 
voluntary or public sectors, which the NCVO thought was “most likely to be in the form 
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48of internships.”  One might question whether work experience counts as volunteering – 
but it might help explain the 41% to 53% jump in youth volunteering recorded by the 
2005 Citizenship Survey.49

Feast and famine 
To add to the confused picture, some volunteering organisations say they are reaching 
saturation point with volunteers,50 51 while others warn of a desperate shortage.  However, 
both sides can be right if it is mainly the episodic kind of volunteering that is flourishing. 

Tellingly, volunteer shortages seem to be particularly acute for those areas requiring 
long-term commitment and a generally younger age profile. For instance, youth 
organisations such as the Scouts52,  53 54and Guides  are finding it difficult to recruit enough 
leaders to meet the demand for membership. Shortages have also been experienced in the 
public service, for instance, the number of special constables has dropped rapidly over 
the last ten years.55 The National Trust reports an increase in volunteer numbers, but a 
decrease in the amount of time that the average volunteer contributes.56  

At the same time, there is evidence that at least some existing volunteers are taking on 
more responsibilities, spreading themselves between multiple roles – a trend that, 
according to the NCVO, “suggests that organisations are facing recruitment issues in 
what has become an increasingly competitive environment.”57 It is, therefore, not 
surprising that in a Volunteering England survey of charities, 86% of respondents said 
their priority was keeping existing volunteers rather than searching for new recruits.58

There is no doubt that volunteering, however episodic, is an enriching experience for all 
who take part. But the enthusiasm for this inclusive message must not blind decision 
makers to the fact that committed volunteers are the foundation and pillars of voluntary 
action. If we lose them, then a great deal else will be lost too – including countless 
opportunities for other volunteers. 

The call to commitment is daunting one. After all, most of us are leading increasingly 
busy lives – but here, perhaps, is the most important statistic of all: According to the 
Time Use Survey, the average adult devotes just three minutes a day to formal 
volunteering.59 Surely, we can do better than that.  

Box 2: A social norm for volunteering? 

In the previous chapter we suggested that successfully establishing a social norm 
for charitable giving could have a bigger impact on the fortunes of Britain’s 
charities than any government legislation. 

We believe that the same may be true in volunteering. The conclusions of the 
Commission on the Future of Volunteering points clearly in this direction; calling 
for “a culture change in society so that helping others and benefiting from a 
culture of mutual dependence becomes a way of life”. 

All the evidence says that volunteering is infectious: people who volunteer in one 
capacity in their community end up helping lots of other community groups as 

 27



well. For example, a study for the Scout Association found that young people who 
are members of a youth or sports club are twice as likely to have helped out in 
their community as those who aren’t.60

Volunteering thrives within social networks that connect people to this wider 
community. But what can we do in a culture that tends to disconnect people from 
these networks and norms? 

There is one kind of social network to which most of us have become increasingly 
connected: the workplace. Indeed, the demands of work are often cited as the 
reason why people can’t volunteer regularly. And yet here is an environment which 
creates its own kind of community and which transmits certain social norms. 

What if volunteering could be established as a social norm of working life? Many 
pioneering companies from John Lewis to KPMG have begun to do that. By giving 
their employees an entitlement to volunteer, and a small number of hours they can 
use during the year to add to their own time spent volunteering, they have 
established just such a culture of volunteering the Commission called for: 
volunteering has become a social norm at their workplace. 

All of the companies that have adopted an entitlement to volunteering say that it 
has big benefits for their business – in terms of recruitment and retention, training 
and leadership development and motivation at work. 

If every employer in Britain were to join in a social norm – specifically, a business 
norm – to make it easier for their staff to volunteer, the effect on our society 
would be transformative. It would not only be organisations in need of regular 
volunteers who would benefit. By making people more connected with their 
communities we would be creating social value that goes way beyond the hours 
committed. 

Social norms cannot be established through legislation. And it would, anyway, be 
wrong for government to force employers to act if they were unwilling. 

But government can lead by example. A Conservative Government would make a 
start by allowing every central government employee eight hours volunteering 
during the year (the Morgan Inquiry into youth volunteering also recommends a 
time allowance of “approximately eight working hours”).  Participation would, of 61

course, be entirely voluntary for individual employees, and managers would have 
the right to ensure that the hours were taken in a way that minimised disruption. 
But the experience of the pioneer private-sector employees shows that knowing 
they have the right to volunteer has a galvanising effect on employees’ confidence 
to take on volunteering commitments. 

 

2.4 Investing in the grassroots 

Despite the evidence that a culture of volunteering has to be grown from the bottom-up, 
New Labour insists on a top-down approach of high-profile Government initiatives. 
Rather than invest in the grassroots of volunteering, Ministers have lavished public funds 
on their own quangos, complete with the usual paraphernalia of such enterprises: 
designer logos, flashy websites, regional offices, PR consultants and expensive 
advertising campaigns. 
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Needless to say, there is reason to question the effectiveness of this approach. The point 
is made clear in a recent report from nfpSynergy:  

“The evidence from our research shows little evidence that government 
investment in volunteering is working… At the moment substantial amounts of 
public money are being spent on volunteering with little evidence of successful 
returns on investment through increased volunteering.”62

The Commission for the Future of Volunteering, chaired by Baroness Neuberger, noted 
“a very large amount of criticism of several aspects of the Government’s initiatives to 
promote volunteering,” which focused on “lack of joined-up thinking…poor 
communication… funding timescales… reporting and monitoring timescales… targets to 
the detriment of quality… quality and quantity of volunteering placements available,” 
concluding that “the depressing thing is that messages about short-termism and a project 
based approach that fails to become mainstream – all of which we have heard repeatedly 
– are not new.”63

The Government’s approach is to set up its own volunteering organisations, such as the 
Experience Corps – a volunteering initiative aimed at retired people – which greatly 
underperformed its targets and was subsequently abandoned. In 2006, Ministers created 
‘v’—a volunteering initiative aimed at young people. Though the organisation is still 
establishing itself, so far its impact has been limited: 

“Volunteering among young people overall appears static… the number of young 
people involved ‘regularly’ with charities appears to be falling slightly and those 
who say ‘never’ is rising.”64

Support for volunteering should be through existing voluntary bodies 
Justin Davies Smith of the Institute for Volunteering Research has observed that 
“Government initiatives have worked less well when the Government has tried to enforce 
a new programme on the voluntary sector… it’s better when the Government distributes 
resources for the voluntary sector to run.”65

We agree, which is why the next Conservative Government will pursue a policy of 
directing the support available for volunteering through existing voluntary groups. 
Ministers will not set up their own volunteering quangos. Instead we will work directly 
with grassroots volunteering organisations and will only fund projects that meet specific 
needs identified by the frontline. 

Development work in volunteering deserts 
What would direct and tangible investment mean in practice? 

On the basis of discussions we’ve already had with volunteering organisations, a key 
priority for investment would be those areas of the country which the NCVO has 
described as ‘charity deserts’.  

No matter how deprived, social capital exists in every community. But if opportunities 
for formal volunteering don’t exist – because local voluntary groups aren’t established – 
then a lot of this social capital will remain inactive. This is borne out by the fact that the 
level of formal volunteering in the most deprived areas is only half that in the least 
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66deprived.  Government-led initiatives at a national and regional level are irrelevant to 
communities with no local volunteering infrastructure.  

A Conservative Government will tackle this key feature of geographical deprivation. In 
particular we will prioritise funding for development work in volunteering deserts. This 
means providing direct support for organisations such as the Scouts that are already 
working with communities to set up volunteer groups where none previously existed. 

We will also ensure that dedicated grant funding is made available to these newly created 
groups in their start-up period. 

Support for sector-led investment in volunteer training and recognition 
Another example of direct and tangible investment is in relation to the recruitment and 
retention of long-term, committed volunteers. In particular, we need to address two gaps 
in current provision: 

• The lack of good-quality training 

• The lack of recognition for the majority of committed volunteers – especially of 
the skills and experience that they attain 

Given that “training can be both a form of reward and a means of supporting and 
enhancing the contribution of volunteers,”67 there is an opportunity here to kill two birds 
with one stone. A Conservative Government would therefore consult with volunteering 
organisations of all shapes and sizes on a proposal to prioritise current public support to 
match-fund the development and operation of a sector-wide system of training and 
qualification. 

It is essential that such a system is of practical value to volunteers and is fully owned and 
controlled by the voluntary sector. 

2.5 A supportive policy framework 

Lightening the load of regulation 
Red tape and regulation is a problem across the voluntary sector, but it has a particularly 
damaging effect on volunteering. 

Volunteering for the first time takes requires self-confidence on the part of the volunteer; 
and morale is vital for long-term commitment to volunteering. However, as the 
Commission on the Future of Volunteering points out, both confidence and morale can be 
destroyed by bureaucratic hurdles and burdens.68

We support the long overdue moves being made to improve the system of Criminal 
Record Bureau (CRB) checks.69 We will also act to clear-up any confusion surrounding 
the rules on volunteering and benefit claimants, so that misunderstandings do not 
dissuade potential volunteers. 

However, it would be wrong to assume that the burden of red tape is limited to those 
regulations which are specific to volunteering. General regulation, is a burden on 
everyone, but can be particular problematic for volunteer-led organisations. What might 
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seem to be a bearable level of regulation for companies and other organisations able to 
employ compliance staff, may be excessive for unpaid volunteers. No one wishes to 
compromise the safety of either volunteers or the people they help, but risk assessments 
should take into account the harm that will be done if voluntary action is driven out by 
regulation. 

As part of our general objective to lighten the load of regulation, a Conservative 
Government will endeavour to recognise and act upon the particular needs of volunteers. 

No to compulsory ‘volunteering’ 
Frustrated by the failure of its volunteering campaigns, the present Government is 
displaying a disturbing tendency towards compulsory ‘volunteering’. The Education and 
Skills Bill proposes volunteering as an enforced alternative to work or education. Even 
the Government’s own youth volunteering organisation ‘v’ is aghast: 

“The Government has warned that young people who don’t take up one of these 
options will face sanctions or penalties. But making volunteering compulsory is a 
contradiction in terms and won’t work.”70

Another example is an apparent Home Office plan to force volunteering on new 
immigrants as part of “probationary citizenship” scheme.71

It is vital that politicians do not contaminate the good name of volunteering. A 
Conservative Government would exclude any notion of ‘compulsory volunteering’, 
which is a contradiction in terms and an abuse of government power. 

There is, of course, an honourable tradition in which obligations of various kinds are 
discharged through service to the community. However, this must not be confused with 
volunteering – even if voluntary organisations are involved. Community service is a 
potential gateway to the world of volunteering for many people – pupils in particular. 
But, badly done, it can alienate potential volunteers, especially when compulsion is 
involved. 

A Conservative Government is fully committed to principle articulated by Dame 
Elizabeth Hoodless that “any future legislation would need to address the distinction 
between volunteer service that is willingly undertaken and can be completed at will, and 
community service that is the fruitful engagement of those who may face consequences if 
they fail to show up.”72

Supportive grant funding framework for volunteer-based charities 
The shift from grant to contract funding of charities often discriminates in favour of 
larger, professionalised, service deliverers at the expense of smaller, volunteer-based 
charities. 

In part II of this green paper we set out detailed policies on grant funding which will 
create a supportive funding environment for volunteer-based charities and 
community groups. 
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3. Grant funding 

Summary 

Principles 
We believe that grants from government bodies remain a vital ingredient 
in the funding mix for charities and community groups. Much of the most 
important work done by the voluntary sector is in the gap that lies 
between the reach of the state and the sympathies of mainstream society. 
Without real grant funding this work would be left undone, leaving social 
problems unsolved and the most vulnerable people without friendship 
and support.  

Key facts 

• In 2002/03, contracts overtook grants as the most important 
source of state funding for the voluntary sector – and the gap has 
been growing ever since, with grants now accounting for just 38% 
of government support 

• Public grants are declining as a share of voluntary sector income – 
from 19.5% in 2001/02 to 13.4% in 2005/06 

• There is increasing evidence that the relative decline of grant 
funding is turning into an absolute decline – a recent survey for 
Finance Hub found a fall of at least 13% in last three years 
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Problems 

Reports from charities and communities groups suggest that grant 
sources are drying up and that those grants that remain are becoming 
indistinguishable from contracts. Not only does this increase fundseeking 
bureaucracy for the voluntary sector, it also limits its freedom of action – 
as funding becomes ever more conditional on the delivery of government 
priorities.  

A number of important sources of funding have been compromised by 
government interference – in particular the Lottery good causes, which 
have been repeatedly raided to fund state expenditure and Olympic 
overspend. 

Solutions 
In support of grant funding, we propose to: 

• Sustain the grant funding of charities and community groups by 
respecting the difference between grants and contracts – using 
contracts, rather than grants, only where there is a clear 
justification 

• Introduce a fair deal on grants, to deliver multiyear funding 
periods, simplified funding streams, lightly specified grant 
conditions and other aspects of good grant funding practice. 

• Operate a genuine one-stop funding portal for statutory grants 

o Require significant grant schemes to be registered on a 
single, simple website 

o Establish a fundseeker’s passport scheme to cut out 
repetitive grant application bureaucracy 

• Replace the Big Lottery Fund with a Voluntary Action Lottery Fund 
dedicated in its entirety to the voluntary and community sector 

• Promote bottom-up funding streams – ensuring that funding 
decisions reflect local knowledge about local needs 
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3.1 The importance of grants 

Grants are a vital part of the funding mix for voluntary organisations. They fill the gap 
between what the state can’t do and what the public is less likely to give to. In particular, 
they provide a lifeline to smaller charities and community groups who might otherwise 
lose out in the increasingly sophisticated competition for private donations. 

However, in recent years the very concept of grant funding has become fatally confused 
with the payments that some voluntary organisations receive for providing public 
services under contract. It is vital that Government understands that contract funding can 
never be a substitute for grant funding. While contracts are all about the state buying 
from the sector, grants are all about the state giving to the sector. 

As such, grant funding has a double worth that goes beyond the financial value of the 
grants themselves: firstly, as a mark of humility on the part of politicians that others may 
be better placed to use public resources; and, secondly, as a proof of political trust in the 
institutions of civil society. 

That is why the next Conservative Government will endeavour to sustain grant funding, 
together with volunteering and charitable giving, as a three-cornered foundation for the 
independence and diversity of the voluntary sector. 

3.2 Disappearing grants 

There is growing alarm across the voluntary sector that sources of traditional grant 
funding are drying up.  

Several sector organisations, including NAVCA, Advice UK and the Scarman Trust have 
formed the Sustaining Grants coalition,73 out of the concern expressed by the Directory 
of Social Change that “many small local grant programmes are being phased out.”74

Umbrella bodies, like the South West Forum, representing small community groups that 
depend on grant rather than contract income, are speaking of an “unprecedented funding 
crisis,” pointing to a chasm between political rhetoric and reality:  

“While support for voluntary and community groups has never been higher up the 
national political agenda, the reality of life on the front line is funding cuts, 
uncertainty and a very real struggle to maintain services and in some cases whole 
organisations.”75

Meanwhile, non-statutory grant givers, like the Community Foundation Network, say 
they have been overwhelmed by a vast increase in applications from small charities and 
community groups that have nowhere else to go.76  

Such is the depth of concern, that Finance Hub – a Government-funded programme 
managed by the Charities Aid Foundation – recently commissioned research to establish 
whether the decline in grant funding was fact or fiction. The conclusions were clear: 

“Available data from the sample of local authorities indicates that grant-aid 
funding has declined over the past three years by at least 13%. Data from other 
sources would seem to support this view.”77
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The great funding shift 
NCVO figures show that contracts for the delivery of public services now account for a 
greater share of the voluntary sector’s income than statutory grant funding.78  

If this contract income were purely in addition to a healthy system of grant funding this 
would not matter. However, the same inflation-adjusted figures show that grant funding 
is in absolute as well as relative decline: 

Year Sector income Proportion from grants Value of grants 79

2001/02 £22.86 bn 19.5% £4.46 bn 80

2003/04 £27.57 bn 17.8% £4.91 bn 81

2005/06 £30.98 bn 13.4% £4.15 bn 82

 
A drop of hundreds of millions of pounds in annual grant funding is bad enough, but 
what the figures do not and cannot show is the extent to which many grants are now 
contract-based arrangements in all but name – a trend noted by both the Audit 
Commission: 

 “…there are fewer unrestricted grants. Many grants now have service level 
agreements attached to them and voluntary organisations often regard these as 
contracts.”83

As the National Audit Office explains, the “the difference between the two types of 
funding arrangement is not merely technical, but has financial implications which may 
affect a charity’s decision on whether it wishes to accept a funding arrangement.”84  

3.3 The causes of decline 

Some campaigners blame the decline and debasement of grant funding squarely on the 
contract-based commissioning of public services from the voluntary sector. 

“By changing the nature of the way public money comes down to communities, 
the Government is completely setting the terms of engagement for the sector… 
All the buzz words they pull out about charities – flexibility, responsiveness to 
local needs, gateways through to the most vulnerable – commissioning is going to 
kill this stone dead. It’s nothing short of vandalism.”85

However, this cannot be the whole story. The main purpose of contracts is – or should be 
– to switch funding from statutory to non-statutory sector service providers. There is no 
automatic reason why this should also result in the replacement of traditional grant 
programmes with contract-based funding. 

In our analysis, the threat to grants stems from other aspects of Government policy – 
which, in this regard, can be viewed as a three tiered framework:  

• Firstly, Labour’s overall style of government 

• Secondly, general policy towards grant funding 
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• Thirdly, specific policy on major grant funding programmes 

Style of government 
Government by target – Determined in Whitehall, targets are designed to put each layer 
of public sector management under intense pressure to conform. Traditional grant-
funding is not conducive to this culture of control. Contracts, however, allow the 
enforcement of targets far beyond the formal boundaries of the public sector. 

Centralisation – The imposition of under-funded policy commitments on local 
government by central government is restricting the scope that local authorities have for 
making discretionary grants. By turning grants into contracts (or grants that might as well 
be contracts), councils can still claim to be ‘funding’ the voluntary sector – even though 
they’re merely purchasing services that they’d otherwise have to provide themselves. The 
point is made by the Audit Commission: 

“In some cases, councils are procuring through competitive tender some services 
that were previously grant funded, and diverting those grant funds to other 
organisations and purposes.”86

General approach to grant funding 
‘Strategic alignment’ – Another way that that the state can undermine grant funding is 
to ‘align’ grant programmes with ‘strategic objectives’. What this often means in practice 
is taking money that used to be available to a wide variety of voluntary groups pursuing 
their own objectives and restricting it to the implementation of narrowly defined 
government objectives. Examples include the replacement of the Neighbourhood 
Renewal Fund with the Working Neighbourhoods Fund,87 and the Department of Work 
and Pensions takeover of European Structural Funds that previously gone directly to 
voluntary organisations.88  

The Directory of Social Change argues that ‘strategic alignment’ discriminates against 
smaller charities and community groups: 

“Funding programmes are becoming exceedingly prescriptive and more 
rationalised into larger pots for ‘strategic’ relationships with fewer larger 
organisations operating at a national level.” 

DSC goes on to warn that “if this trend continues, the characteristics that make the sector 
attractive may be lost.”89  

Project funding – A corollary of ‘strategic alignment’ is a trend towards the grant 
funding of individual projects rather than whole organisations: 

“Much sector activity is project-based, partly driven by the preference of both 
charitable and statutory funders to mitigate risk by directing funding at specific 
elements of an organisation’s work rather than at a promising organisation as a 
whole.” 90  

According to Acevo, this can leave voluntary groups out of pocket: 

“This has exacerbated the trend on the part of the sector’s funders towards 
funding the direct costs of projects rather than overheads or core funding.”91
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Quasi-voluntary organisations – The project funding approach obviously gives the state 
a lot of influence over the activities of the voluntary sector, but the ultimate in ‘strategic 
alignment’ isn’t when politicians decide to define particular ‘voluntary’ projects, but 
when they create entire ‘voluntary organisations’.  

In section 2.4, we cite the examples of The Experience Corps and ‘v’, but quasi-voluntary 
organisations (QVOs) are also being created at a local level – Primary Care Trusts, 
council leisure departments and other local agencies.92,93 QVOs compete with genuine 
voluntary organisations for funding: 

“This is a significant concern for a number of members. Simply to be able to 
access the market or resources is the wrong reason to become a third sector 
organisation and risks taking opportunities away from third sector organisations 
rooted in communities.”94

Because QVOs typically have their core costs covered by the statutory bodies that created 
them, they have a substantial – and arguably unjust – advantage in bidding for project-
based funding. 

Specific policy on major grant funding programmes 
Regionalism – The grassroots voluntary sector is also losing out from the use of 
ChangeUp and Lottery money to fund Labour’s fixation with ‘regional infrastructure’. 
Community groups in the South West have been particularly vocal in their criticism: “we 
cannot see the benefit… their priority should be making sure there is infrastructure at the 
local level, but their priorities are at regional level.”95

Futurebuilders – A further blow to grant-funding came with the Treasury decision to cut 
the support that Futurebuilders – which helps voluntary organisations compete for 
contracts – can give in the form of grants. Richard Gutch, Chief Executive at the time the 
decision was made, warned that “the grant element may end up being squeezed 
altogether… if we didn’t have the grant element, it wouldn’t work.”96

The National Lottery – A series of government raid on the lottery good causes has 
undermined the single most important source of public grants for the voluntary sector. 
We deal with this issue in more detail in section 3.6, below. 

3.4 Sustaining grants 

The next Conservative Government will sustain the principles and practice of grant 
funding: 

A new style of government 
On a macro-level we will scrap targets and give communities more power over local 
spending decisions. In particular, we will: 

• Reduce the ring-fencing of money so that councils can spend their funding as they 
see fit 
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• Abolish the regional assemblies and return their powers to local councils – not to 
the unelected Regional Development Agencies as the Government plans to do 

• “Cut back on the bloated inspection regime – typified by Best Value and the 
Comprehensive Area Assessment – which gets in the way of councils trying to do 
their job.”97 

Reform of grant funding structures 
With specific regard to grant funding, we will: 

• Widen access and respect voluntary sector priorities – this will mean a challenge 
to the conventional thinking on ‘strategic alignment’ and project-based funding 

• Reform the National Lottery (see section 3.6), social investment programmes (see 
sections 4.2 and 4.3) and infrastructure programmes (see section 3.7) to bypass 
unwanted bureaucracy and get resources through to the frontline 

A clear distinction 
We will respect the difference between contracts and grants, one which reflects an 
equally important distinction between public expenditure on core services which 
government has a duty to provide and discretionary state spending on broader social 
objectives. 

In the former case, contracts are generally the best way of opening up delivery to new 
providers while guaranteeing at least the same level of service to users; but in the latter 
case funding can and should be made available to voluntary sector providers through less 
prescriptive mechanisms, especially grants. 

A report from the Directory of Social Change makes the point: 

“We believe that as part of enabling the voluntary sector to flourish, and trusting 
it to do its work effectively, government needs to provide more unrestricted 
funding through non-prescriptive programmes, especially at local level… Sadly, 
the reverse seems to be the trend at the moment.” 98

We will establish the principle across government that a contract should not be 
unthinkingly used where a grant will serve the purpose. 

3.5 The funding jungle 

Creating the conditions in which both grants and contracts can thrive is only half the 
battle; the terms on which grant funding is made available must also change.  

99A survey of charities by the Directory of Social Change,  found that they had markedly 
less favourable opinion of statutory funders than of grant-giving companies and 
philanthropic trusts, despite the fact that the state is a much bigger giver. Evidently, it is 
not so much the size of grant that is at issue, as the way it is given. 

In discussing this matter with voluntary groups, a consistent set of concerns emerge: 

• Funding periods are too short, creating financial instability 
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• There are too many funding streams, which change too often, also contributing to 
financial instability and fundseeking bureaucracy 

• Funding streams are heavily and arbitrarily specified, forcing voluntary groups to 
change their focus in accordance with the whims of grant makers 

• There is a lack of smaller-sized grants suited to the needs of the smallest charities 
and community groups 

• Grant making decisions are often made a long way from, and without regard to 
the wishes of, the communities which are supposedly being helped  

A fair deal on funding 
The next Conservative Government will set out a fair deal on funding – implementing it 
with regard to central departments and agencies, and promoting it to other statutory 
bodies.  

Key features of the deal will be as follows: 

• Multi-year funding as the norm  

• Simplification and stability of funding streams 

• Grants to be specified as lightly as possible, with a significant proportion of 
largely unspecified demand-led funding 

• Greater diversity in the size of grants made available 

• Localisation of grant funding decisions 

Making it happen 
Voluntary organisation will be all too aware that many elements of the fair deal on 
funding have already been promised by government, but not delivered on. It is, of course, 
difficult for Government to guarantee these commitments when it doesn’t monitor 
progress – especially at a local level.  

100The Office of the Third Sector’s funding portal  was intended to clear a path through 
the thicket; but, as half-acknowledged in the Third Sector Review,101 this woefully 
under-powered website doesn’t even cover all Whitehall departments, let alone all parts 
of the public sector. 

The next Conservative Government will fund and operate a genuine one-stop funding 
portal for significant government grants: 

• Government bodies will be required to register significant grant schemes on the 
website – allowing grant seekers to search for and link through to available 
funding in their areas of operation 

• The website will collate key statistics on the grant giving performance of each 
statutory body, enabling government and public alike to monitor compliance with 
multi-year funding and other quantifiable fair funding principles 
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The website will also operate in conjunction with a fund-seeker passport scheme to cut 
out the bureaucratic burden of repetitive application procedures. 

Box 3: Kent’s Member Community Grant scheme 

A number of local authorities, including Kent County Council now provide budgets 
to elected Members to spend in their local areas. 

In Kent, each council Member receives £10K, money which can be applied for by 
any local voluntary group or organization. All KCC stipulates is that applications 
must demonstrate community benefit and be from a group with a current bank 
account. 

To date, local groups have benefited by over £3m through this no-strings-attached 
funding process. Audit trails are met through an official sign off process, but the 
decision remains firmly that of the local Member supporting his or her local 
community. 

Projects which have been supported range from a community group which has 
been able to fund equipment to establish a local youth club – attracting in new 
volunteers to help – and outdoor education projects for disaffected young people, 
through to a voluntary carers group moving to new premises and requiring IT 
equipment to improve their services and access projects to help disabled people 
within their communities. Wider beneficiaries include projects at village halls, 
sports clubs and with local charities. 

Kent County Council Leader Paul Carter commented: 

“Local Member Community Grants have been a stunning success. 

“Members can support local initiatives that we may otherwise not get to hear 
about, while local groups can access funding which may be denied them from 
complex national funding streams requiring much bureaucratic form filling. 

“It’s also great for Kent County Council to be supporting grass-roots community 
organizations and projects, helping people in their local communities.” 

 

3.6 Lottery funding 

Government responsibility for the crisis in grant funding may be more a matter of neglect 
than malice, but there is one area in which Ministers have acted with deliberate disregard 
for civil society: the National Lottery. 

The Lottery was founded by the previous Conservative Government on the principle of 
additionality. Aside from the one-off millennium projects, the money went to four good 
causes: arts, heritage, sport and communities.  

Since Labour took power, the additionality principle has been progressively undermined. 
The first move was to set up the New Opportunities Fund (NOF), which had the explicit 
purpose of channelling funds to government projects. The next move was to get rid of the 
Communities Fund, an independently-minded body dedicated to the support of voluntary 
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sector grassroots, by merging it with NOF. The result of this reverse takeover was the Big 
Lottery Fund (BIG), whose name says it all. 

Olympic raids 
The came the spiralling costs of 2012 Olympics, part funded by repeated raids on the 
lottery good causes. The first Olympic raid, announced in June 2006, removed £410 
million from the Lottery good causes including £213 million from the Big Lottery Fund. 
The second Olympic raid was announced in March 2007, at a cost of £675 million to the 
good causes. At the time, the third sector minister Ed Miliband, said the “funding 
settlement protects both existing programmes and future resources for the voluntary 
sector.”102 This is rather disingenuous given that the cost of the second raid to voluntary 
organisations in the arts, heritage and sports sectors exceeds £100 million.103,104

The Government has now pledged that there will be no more raids on the lottery and that 
BIG funding for the voluntary sector will be protected. However, BIG has already been 
forced, as a result of the raids, to “re-profile” (i.e. delay) £120 million of its planned 
commitments.105 BIG has also contributed the lion’s share of the £40 million funding 
package for Legacy Trust UK – a quasi voluntary organisation set up to deliver a large 
part of the promised Olympic ‘legacy’.106  

On top of all of the above, the good causes continue to lose money as a result of 
‘cannibalisation’ of scratch card revenues.107 Needless to say, it is the grassroots of the 
voluntary sector that will suffer most. According to a London Assembly study, the loss of 
lottery funding will be “felt disproportionately by those organisations that rely on smaller 
grants.”108  

Restoring the lottery 
The next Conservative Government will restore the integrity of the National Lottery. All 
existing commitments will be honoured, but for the future we will: 

• Undo New Labour’s manipulations and return the lottery to the original four good 
causes: arts, sports, heritage and communities 

• Protect the share that the voluntary sector gets from the lottery and rigorously 
enforce the principle of additionality 

• Legislate a complete ban on Government raids on lottery resources – passing a 
law that any future administration would have to repeal if it ever wanted to use 
the lottery as a piggy bank again 

We will replace BIG with a Voluntary Action Lottery Fund, whose mission will be to 
embody the fair deal funding principles set out in section 3.5, above. 

• Funds will be devoted in their entirety to voluntary and community organisations; 
there will be no diversion of funds to public sector projects 

• The emphasis will be on lightly specified, demand-led grant funding 

• There will be more grants for local charities and community groups  
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Savings in central bureaucracy will be used to resource genuinely local decision making; 
instead of serving as a fig leaf, the ‘Fair Share’ approach will become the norm across the 
fund – and the distribution channels will be made accessible to the other good causes. 

3.7 Capacity building 

A significant proportion of the support provided by Government to the voluntary sector is 
provided under the heading of ‘capacity building’. This is the current term for the use of 
grants and resources to develop the capabilities of recipient organisations, as opposed to 
directly funding the work they do. Capacity building support is provided both to 
‘frontline’ voluntary organisations and also to bodies that provide services to the frontline 
such as national umbrella bodies and the local Councils for Voluntary Service.  

The jargon may be unfamiliar to many, but there is nothing new about capacity building – 
various kinds of services including training, volunteer placement and administrative 
support have been provided in various ways for decades. What is new is the degree to 
which central government has taken a hand in directing the provision of capacity building 
resources. 

In particular, two quangos have been set up with capacity building objectives:  

• Futurebuilders – set up to provide mostly loan-based finance for voluntary 
organisations involved in the delivery of public services 

• Capacitybuilders – originally launched in the form of the ChangeUp programme, 
it has broader remit than Futurebuilders and aims to provide support in the form 
of national advice services and regional and local grants 

A bad start 
Both quangos are currently the subject of a value for money investigation by the National 
Audit Office, to ask “whether government is doing the right things to achieve its 
objective of increasing the capacity of the third sector”.109 For reasons undisclosed, the 
publication of the NAO’s report has been repeatedly delayed.  

However, the clear (though discreetly expressed) consensus among voluntary sector 
experts is that while Futurebuilders has a record as a competent, if cautious, provider of 
social investment to some social enterprises, ChangeUp and Capacitybuilders are not so 
well regarded. 

The ChangeUp programme has been dogged with problems since its launch in 2004. 
Initially entrusted to the nine regional Government offices, the failure of that approach 
led to the creation of Capacitybuilders in 2006 to manage the programme instead. At that 
time, the so-called ‘Hubs’ – essentially a series of national advice services for the 
voluntary sector – had only just got off the ground as the national face of the ChangeUp 
programme. Within months, a damning internal report led to a decision to scrap all six 
Hubs.110,111

Though the Hubs drew upon the goodwill and expertise of several leading voluntary 
sector bodies, they never stood a chance thanks to the over-complicated management 
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structures that the Government forced upon them. The blame for this fiasco lies with the 
Ministers who ignored warnings from many in the sector that its approach was wrong: 

“A large sum of public money put towards building the sector’s capacity and too 
much wasted in bureaucracy, consultancy and endless meetings… Acevo argued 
from the start this was a doomed approach.”112

“We [the Directory of Social Change] said that the voluntary sector was best 
placed to determine its own needs, not government. We said that the proposed 
model of forced collaboration would lead to ineffective bureaucratic gridlock and 
infighting.113  

We will have to wait for the NAO report to find out how many millions have been wasted 
as a result of these debacles, but our understanding is that this tale of woe is far from 
over. Money continues to be distributed through an enormously complex – and, 
presumably, expensive – set of national, regional and sub-regional decision-making 
structures, with no guarantee that the services ultimately provided are actually what the 
frontline recipients actually want or need. 

A fresh start  
It is important to recognise that this particular history of incompetence does not mean that 
voluntary organisation can’t benefit from the right kind of investment. However, given 
that it is taxpayers’ money that has been wasted, reform is vital: 

• The distribution of capacity building resources must be simplified, cutting out 
unnecessary levels of bureaucracy and decision-making apparatus. 

• Resources will always be limited and it is better to provide significant support to 
some organisations (of various sizes), than insignificant support to all or most of 
them. 

• Government must respect the fact that frontline voluntary organisations are best 
placed to decide what support they need, not politicians or their appointees. 

• Wherever possible frontline voluntary organisations should be resourced and 
empowered to commission the support they need from Councils for Voluntary 
Service and other providers. 

• Whether at a national or local level, the providers of support services must never 
be put in the position of effectively commissioning services from themselves. 

We also recognise that though current capacity building programmes were designed to 
prepare the voluntary organisations for participation in the delivery of public services, the 
real capacity constraints lie with the state not the sector. As the Audit Commission 
concludes: 

“Capacity building is unlikely to result in a significant expansion in the voluntary 
sector’s share of the service delivery market unless local public bodies 
accompany this with effective commissioning practice.”114

It is a challenge that is addressed in part III of this green paper.  
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4. Social enterprise 

Summary 

Principles 
A social enterprise is a business trading for a social purpose. Social 
enterprise as a movement is diverse, encompassing voluntary 
organisations of all shapes and sizes – charities and non-charities alike. 
The common thread is its proven ability to earn and innovate its way to 
success, putting the power of business growth behind the objective of 
social change. We believe that if government is serious about inviting the 
voluntary sector to participate in the transformation of our public 
services, then it must nurture this enterprising potential for growth and 
replication. 

Key facts 

• Though definitions and estimates vary, according to the Social 
Enterprise Coalition there 55,000 social enterprises with turnover 
of £27 billion 

• According to the NCVO, earned income now accounts for 50.3% of 
the voluntary sector’s total income – and when all civil society 
organisations are taken account the earned proportion is 70.6% 

• Social enterprises are more likely than conventional businesses to 
set up in deprived areas where the need for social entrepreneurship 
is greatest, with 29% of all social enterprises located in the 20% 
most deprived areas 
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Problems 
Many social enterprises are being held back by a lack of investment. 
Government schemes to meet this need have focused on the largest, 
safest investment prospects – bypassing promising social enterprises at 
an earlier stage of development where the availability of ‘patient capital’ 
could make all the difference. 

The terms under which government contracts with social enterprises 
often places them at a disadvantage compared to private sector 
businesses, both in terms of the micromanagement of the contracts and 
the rewards available. Social investment requires a social return but also a 
sound business model, this should not be compromised. 

Solutions 
In support of social enterprise, we propose to: 

• Boost access to social investment by creating a network of Social 
Enterprise Zones: 

o Use incentives to leverage patient capital for the areas that 
need it most 

o Adopt the proposal for a Social Investment Bank to wholesale 
this capital to a variety of community development financial 
institutions 

• We will allow social enterprises delivering public services to earn a 
competitive return on investment, by sharing substantially in the 
reward that come from success 
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4.1 The importance of social enterprise 

Politicians of all parties are waking up to the fact that neither the state nor the market has 
all the answers. Increasingly they are turning to the voluntary sector for the solutions to 
Britain’s social problems – both within the context of public service delivery and beyond 
it. However, sceptical voices are asking where Britain’s charities and other voluntary 
bodies are going to find the capacity to take on these additional challenges. 

One such voice is Professor Anthony Giddens, the architect of New Labour’s ‘third way’. 
Criticising Conservative enthusiasm for the voluntary sector, he said: 

“The prime emphasis should be that of reforming the state itself, as Labour 
emphasises, so as to provide greater choice and voice for users. Removing key 
services from the state is another thing altogether. Does anyone seriously think 
that education or social services could be provided mainly by local vicars or well-
meaning ladies’ associations?”115

Giddens’ patronising and chauvinistic remarks betray a profound ignorance of the nature 
and capabilities of the voluntary sector, which has an annual turnover of around £31 
billion,116 117 a paid workforce of half a million people  and a volunteer workforce 
encompassing over twenty million people who contribute the equivalent of another £27.5 
billion.118 Furthermore, charities, social enterprises and co-operatives are already running 
highly professional public services up and down the country with results which, even 
using the most conventional criteria, out-perform other sectors.119

The potential of social enterprise 
There can be no doubting that the voluntary sector starts from a substantial base. 
However, if further public service delivery is to be additional to and not a substitute for 
its existing activities, then there must be new growth to supply the required capacity.  

Moreover, this must be a particular kind of growth, because while the next Conservative 
Government will do whatever it can to promote growth in volunteering, donations and 
grants, such resources should only be used for the voluntary sector’s own priorities – and 
certainly not to subsidise the delivery of public services.  

In other words, the expansion of the voluntary sector into service delivery can only be 
sustained by what voluntary providers earn from service delivery. That is why social 
enterprise is of such importance. Social enterprises are businesses, which for the most 
part generate their own resources rather than relying on resources that are donated, 
volunteered or granted by others. Unlike conventional business, however, they are driven 
by social objectives rather than the need to maximize profits for shareholders and owners. 
Social enterprise therefore has the growth potential of the private sector, but the freedom 
to generate surpluses for reinvestment in innovative service delivery – and to raise money 
for the voluntary sector’s core activities. 

The breadth of social enterprise 
According to Government figures there are 55,000 social enterprises in the United 
Kingdom.120 A large proportion of social enterprises in the United Kingdom have 
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121charitable status.  Other legal forms for social enterprises include Community Interest 
Companies, Companies Limited by Guarantee and Industrial and Provident Societies. 
Social enterprise also overlaps – though not completely – with the mutual or co-operative 
sector, whose particular potential we examine in section 6. 

Social enterprise in the UK operates at a variety of scales and in a variety of locations – 
including deprived areas. According to a recent Small Business Service survey, social 
enterprises are more likely to locate in deprived areas than conventional businesses.122  

A strategic priority 
Social enterprises are well positioned both to deliver services and to develop local 
economies where the need for both is greatest. Opening up the delivery of public services 
to these social enterprises should therefore be regarded by government as a strategic 
priority.  

In the previous chapter we set out proposals for radical reform to commissioning 
structures, in order to increase the number and range of opportunities available to social 
enterprises. In this chapter we address the other side of the equation: developing the 
capacity of social enterprises to make the most of these new opportunities. 

Box 4: This is social enterprise 

Social enterprises are businesses established to tackle a social or environmental 
need. They encompass a range of organisations including co-operatives and 
mutuals, development trusts, housing associations, leisure and football 
supporters’ trusts, credit unions and social firms and operate across an incredibly 
wide range of industries and sectors from health and social care, to renewable 
energy, recycling and fair trade. The organisations featured below demonstrate 
how social enterprises are using business to address some of greatest social and 
environmental challenges we face. 

Social enterprise is changing the face of forestry. On the border of Lincolnshire 
and Nottinghamshire sits the ancient woodland Hill Holt Wood, where an 
entrepreneurial approach to forestry management has created a thriving and 
sustainable business with many social and environmental benefits. Hill Holt Wood 
Ltd provides training schemes for excluded and unemployed young people and 
young offenders who learn skills in eco-construction, the manufacture of wooden 
furniture and the installation of water purification systems. It also plays host to 
education opportunities for school children, provides amenities for local people 
and holds the countryside services contract for the District Council. It is also a 
successful business with a turnover of over £500,000 generating a surplus of 
£100,000, to be re-invested in the business and its committed staff of 20.  

Women Like Us is an award-winning social enterprise established in 2004 by two 
working mums who realised that while employers are struggling to find part-time 
staff, many women are struggling to find flexible employment. They decided to 
develop a service that links the two, establishing a unique ‘schools gates’ network 
which offers women a range of practical services including career coaching and 
skills workshops. Core to their success has been their commitment to support 
women with children to return to flexible employment that fits around their family 
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life, while providing a highly professional, efficient and sustainable service. This 
combination has had enormous impact and already reached over 35,000 women 
from a diverse range of backgrounds.  

Sunlight Development Trust, in Gillingham, Kent, is a true community anchor as 
well as a successful business. Their main asset, the Sunlight Centre, is a 
community and enterprise hub which houses a diverse range of thriving social 
enterprises including a cafe, a community radio station, a recording studio and a 
learning centre for parents. Such enterprises not only provide training and 
employment opportunities to those who need it most, but the profit generated is 
reinvested into community services such as youth activities and mental health 
services. Sunlight DT recently won a major Medway Council competitive tender 
(£750,000) to supply civic and staff catering services. 

Source: Social Enterprise Coalition  

4.2 Social investment 

With fair funding for service delivery, social enterprise is as capable of growing as any 
other kind of enterprise. However, any growing sector needs access to investment capital 
and the market in this area is underdeveloped. 

The point is made by a variety social enterprise and investment experts, such as those 
contributing to the work of the Commission for Unclaimed Assets: 

“The third sector is fragmented, under-capitalised and, in aggregate, unable to 
invest in sustainable growth and development. Funding is chronically insecure 
and often focused on current projects rather than investment in organisational 
capacity or infrastructure.”123

A survey carried out for the Bank of England found that, out of a sample of 200 social 
enterprises, nearly a third identified difficulties in obtaining external finance as the 
greatest barrier to expanding trading – only 7% of conventional enterprises said the 
same.124  

Gaps in the market 
This problem is one of demand as well as supply, in that providers of social investment 
report a shortage of ‘investment-ready’ social enterprises – as indicated by the 
Commission on Unclaimed Assets:  

“Some parts of the market lack demand rather than supply. Some of the more 
commercially minded senior debt providers do not have sufficient demand for 
their capital.”125

The Commission goes on to say that the market is willing to supply low-risk, short-term 
finance, but not the ‘patient capital’ that social enterprises need: 

“Organisations need different types of capital at different stages of their 
development but many cannot currently access appropriate finance. During our 
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interviews with social investment intermediaries, equity or equity-like instruments 
were almost universally cited as missing from the marketplace.”126

The Government’s Futurebuilders agency was created in order to fill some of the gaps in 
the social investment market, but in practice it has erred on the side of caution – as 
admitted by its outgoing chief executive, Richard Gutch:  

“I was keen that the fund should invest in a wide range of organisations, but I 
sense that it is not going to be possible in phase two because of the targets that the 
Cabinet Office has set to steer it more towards investment-ready 
organisations.”127  

Developing the market 
One half of the solution to the social investment shortage is to reform the commissioning 
of public services from the voluntary sector. The unreliability and unfairness of current 
commissioning practice undermines the social enterprise business model, closing off its 
access to, and suitability for, investment. By ensuring the fairness and reliability of 
contracts (see sections 5.2 to 5.4) a larger number of readily fundable investment 
opportunities will be created. 

That said, we are acutely aware that, in investment terms, some social enterprises will 
always look riskier than others – because of the challenging areas in which they operate. 
As the Association of Charitable Foundations makes clear, this is holding back social 
enterprise where it is most needed: 

“The third sector is chronically undercapitalised and this is particularly true of 
small community-based organisations which are working at grass-roots level in 
marginalised communities – whether geographically or interest-based – and 
which are greatly in need of sustained and sustainable funding.”128

Government efforts to develop the market for social investment should therefore 
prioritise these areas of greatest need.  

4.3 Social Enterprise Zones 

Early investment – even on a modest scale – can make all the difference to the prospects 
of a social enterprise: 

“The need for such finance was often greatest at the point where a social 
enterprise was starting up or attempting to expand… Asked what the biggest 
hurdle in setting up his own social enterprise was, one entrepreneur told us: ‘The 
£5000 it cost in lawyers’ fees and accountants. In the end someone paid for that 
out of his own pocket. Without that, there would have been no enterprise.’”129

The tragedy is that for want of such sums, hard-pressed communities don’t get the social 
enterprises they need and deserve. That is why, following the recommendations of the 
task force set up David Cameron at the outset of his leadership, the next Conservative 
Government will introduce a system of Social Enterprise Zones. 
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Under the proposals put forward by the task force, which we are now considering in 
detail, the Treasury would make a financial contribution in the form of a tax relief on 
qualifying investments made in social enterprises within each Zone. This would be 
modelled on the venture capital reliefs, which successfully promoted economic 
development in the 1980s and 1990s, and which, suitably adapted, could do the same for 
the social economy in the 21st century.  

The tax relief model has the advantage of multiplying the Government’s initial 
contribution: directly, by attracting patient capital from other investors; and, indirectly, 
by putting newly capitalised social enterprises in a better position to attract shorter-term 
funding from more conventional sources.  

The Social Investment Bank 
We believe that this level of investment would have a major impact on the communities 
where it is focused. However, quantity of finance needs to be matched by quality of 
decision-making.  

The task force report proposes the formation of a “central bank” for the Social Enterprise 
Zones, which “would operate in partnership with existing social enterprise and 
community lending institutions” to manage and promote the tax relief scheme and “help 
social enterprises to find other sources of finance, including grant money, effectively 
streamlining the multifarious and confusing sources of finance available to the sector into 
a single conduit.”130

The Commission on Unclaimed Assets – an independent body led by experts from the 
investment community and the voluntary sector – has made a similar proposal for a 
Social Investment Bank: 

“The Social Investment Bank should be small, adaptable, innovative, and able to 
take risks. It should bring together the best of the financial and social sectors. It 
should act as a “wholesaler of capital” working through existing and new 
financial intermediaries, assisting their development and encouraging their 
growth.”131

The Conservative Party is convinced by the Commission’s arguments, and will 
create a new Social Investment Bank. We will also heed the Commission’s call that the 
bank should be “independent of government, able to respond to the long-term needs and 
aspirations of the sector and those they serve, rather than to short-term political 
considerations.”132

4.4 The re-investment principle 

Like any form of investment, social investment requires a return. Some of it may be in 
the form of a social return – the justification for the ‘patient’ terms under which a lot of 
social investment is provided. However, the balance must be repaid in good old fashioned 
cash. Without this there can be no recycling of capital, on which the long-term 
sustainability of social investment funds like Futurebuilders and the proposed Social 
Investment Bank depends. 
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It is therefore essential that social enterprises should be able to make a surplus on the 
services they provide. In the context of public service delivery, this makes some people 
nervous. Value-for-money objectives imply that the only way that a new provider can 
make a surplus is to provide services at a lower cost than the state – prompting fears of 
corner-cutting. Of course, one can generate added value by cutting waste rather than 
corners, but surely social enterprise needs to about to something more than a cold 
efficiency in fulfilling minimum contractual requirements?  

The good news is that efficiency need not be cold; savings can arise out of the application 
of focus, expertise, enthusiasm and commitment. A prime example is the RNID’s 
enormously successful work with the NHS to make digital hearing aids available to 
millions of people, reducing the purchase price from £2,000 to just £75.133

Sometimes the value added by social enterprises goes beyond meeting a need with 
efficiency and care – by actually solving the problem at the root of that need. This allows 
all sorts of costs to be avoided without reducing provision. An excellent example is 
Tomorrow’s People, a charity which works with long-term unemployed people to get 
them back to stable employment – and has been noticeably more successful that 
Government programmes, thus not only achieving the social objective of helping 
vulnerable people find work, but generating a stream of direct savings for the public 
purse in terms of benefit costs avoided and new tax revenues generated.134

In Part III of this green paper, we set out detailed proposals for the implementation of the 
reinvestment principle – the idea that where innovative service providers enable the state 
to directly avoid costs by solving social problems, they should share in the financial 
returns. Not only would this provide a general incentive for innovation in service 
delivery, but in the specific case of social enterprise it would help stimulate new markets 
for social investment and contribute to the recycling of patient capital. 

Social innovation audits 
Though there are various mechanisms for identifying poor performance and waste in the 
delivery of public services, there is no systematic attempt to identify and investigate 
innovation in provision that rises well above minimum standards. This represents a 
wasted opportunity to raise awareness of and promote social enterprise.  

We will introduce a system of social innovation audits to highlight solutions, not just 
problems: 

• The identification of what the voluntary sector does better than the public sector 
will be made an integral part of the auditing of government performance 

• Working in conjunction with charity evaluation experts from the voluntary sector, 
we will ask the National Audit Office and the Audit Commission to investigate 
the most promising and replicable examples of innovative service provision by 
social enterprises 
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5. Public service delivery 

Summary 

Principles 
We believe that participation in the delivery of public services is both the 
greatest opportunity and the greatest threat facing the voluntary sector 
today. We are convinced that charities and social enterprises can make a 
huge difference to the effectiveness and humanity with which public 
services are delivered, but recognise the harm that a controlling and 
exploitative relationship with an overbearing state could do – and in 
many cases is already doing. Our aim to create a win-win situation for the 
voluntary sector, widening the choices available for genuine partnership 
and enabling voluntary organisations to thrive whether they choose to get 
involved or not. 

Key facts 

• 62% of all public funding for the voluntary sector is in the form of 
payment for service delivered under contract – a proportion that is 
set on an upward trend 

• Only 12% of charities surveyed by Charity Commission said that 
contract payments always covered the full cost of the public 
services they provided 
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Problems 
Unreasonably short funding periods, centralised commissioning systems 
and onerous monitoring requirements are all holding back the potential 
of charities and social enterprises to provide more efficient, more 
personal services to the public. Far too many voluntary organisations are 
either losing money on contracts with the public sector – or merely 
breaking even. Trying to base negotiations on an in-depth examination of 
costs is a deeply flawed system that private contractors would never 
tolerate. This is only the start of the damage that bad contracts are doing 
to the voluntary sector.  

Solutions 
In support of public service delivery by voluntary organisation, we 
propose to: 

• First do no harm: we will value and protect the voluntary sector 
we’ve already got – one that sets own priorities, raises its own 
resources and works for social change beyond the limits of the 
state 

• Undertake a systematic reform of commissioning structures to 
modernise full cost recovery: 

o Allow voluntary organisations delivering public services to 
earn a competitive return on investment by sharing 
substantially in the rewards that come from success  

• Introduce a fair deal on contracts to remove artificial barriers to 
smaller charities and social enterprises, implementing multiyear 
contract terms and other examples of best practice 

• Cut out commissioning bureaucracy: 

o Replace the intensive monitoring and micromanagement of 
process-based contracts with the hands-off accountability of 
outcome-based contracts  

o Develop a light-touch ‘trustmarking’ system to streamline the 
tendering process and cut out repetitive due diligence 
procedures 
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5.1 The importance of the public service delivery agenda 

One of the most striking developments of the last decade has been the increasing use of 
the voluntary sector by the Government to deliver public services previously provided 
directly by government employees.  

In 2003/04 the state, for the first time in history, gave more money to the voluntary sector 
than did individuals.135 And within public funding, income from contracts has 
outstripped grants.136 Figures from the latest NCVO almanac show that contract income 
now accounts for 62% of voluntary sector income from state sources.137

Chart 10 illustrates the rise in the share of state funding, and within it, reliance on 
contract rather than grant income.138

Chart 10: Voluntary sector income sources as a proportion of overall sector income 
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It is a change that many commentators fear will change irrevocably the character of the 
voluntary sector. Reports from the Directory of Social Change,139 the Baring 
Foundation,140 141 the Northern Ireland Council for Voluntary Action  and the Charity 
Commission itself142 have reflected unease that the influx of public sector income – 
principally through contracts – has not been an unalloyed advantage.  

The Charity Commission’s report is important because it is the official regulator of the 
sector. Based on a survey of 3,800 charities it found that 43% of charities delivering 
public services always had to subsidise the provision of those services using their own 
funds. The Commission’s Chairman, Dame Suzi Leather, said:  

“can we really sustain the belief that this can be in the best interests of charities, 
beneficiaries, or the sector as a whole?” 143  
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Responding to the findings on the sector’s independence, Stuart Etherington, chief 
executive of the National Council of Voluntary Organisations, described the situation as a 
“complete disaster” and said that he would “rather see voluntary sector organisations 
close than lose the reason they exist in pursuit of funding which takes away their 
independence.”144

First do no harm 
It is worth remembering that these fears for the sector’s independence, identity and 
financial stability have been stoked by a level of public funding to the sector amounting 
to just 2% of all public expenditure. Before that proportion increases substantially – as it 
would have to if the sector is to take an appreciably bigger role in public service delivery 
– we need to pause and take stock.  

Much hinges on whether this process makes the public sector more like the voluntary 
sector, or the voluntary sector more like the public sector.  

An equally important consideration is what happens to that part of the voluntary sector 
that isn’t included in this process – but may well be affected by it.  

The Conservative Party strongly believes that the involvement of charities, social 
enterprises and other voluntary organisations has a vital role to play in the transformation 
of our public services for the better. However, our over-riding concern is to value and 
protect the voluntary sector we’ve already got. ‘First do no harm’ should be the 
starting point for any reform process.  

Opening up public services to voluntary sector involvement is certainly part of what 
needs to be done, but it is not enough. The risk that participation will damage the sector’s 
independence and financial stability must be removed.  

Reform agenda 
We believe that the voluntary sector and social enterprise is capable of playing an even 
greater part in solving the problems of civil society in the future than it does at present. 
What needs to change is not the sector but government, as we describe in this chapter.  

We will not see the full effects of the approach we set out overnight. Ours is an agenda 
for the long term, and the direction of our policy is to be pursued over many years. It will 
take time to build up the capacity of voluntary organisations to take on – if they want to – 
the delivery of significantly more services currently delivered by the state.  

And it is imperative that there is reform in the way government conducts its relationship 
with the voluntary sector if the opportunity to carry out this work is to be effective. It 
would be a disaster to repeat Labour’s experience of funding the NHS: welcome and 
necessary increases in resources were squandered by injecting them into an unreformed 
system.  
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Box 5: How much more can the voluntary sector do? 

We believe that charities and social enterprises should have more opportunities to 
play a bigger role in achieving the collective goals of our society.  

But the question immediately arises: is the voluntary sector capable of doing much 
more than it does now? Specifically, how can voluntary organisations, which are 
often small-scale and locally-focussed, contribute the scale of activity required to 
address the problems affecting the whole of Britain?  

This chapter sets out the ways in which we believe government must change to 
make this possible. Too often, the voluntary sector is held back not because it is 
not capable of doing more, but because of the obstacles government – wittingly or 
unwittingly – puts in its place. Whether it is short-term contracts that preclude 
proper investment being made, or an overcautious – and often prejudiced – 
attitude to risk in dealing with the voluntary sector, our aim is not to reform the 
voluntary sector, but to reform the way government approaches the sector.  

There are two insights, however, above all others that can unlock much more of 
the potential of the sector. 

Growth through replication 

One of the reasons why many charities and social enterprises can make a big 
impact on people’s lives is because they embody a bottom-up, rather than top-
down way of working. Rather than implementing a centrally-set agenda, voluntary 
organisations are true social entrepreneurs: perceiving opportunities for social 
action and innovating new and creative solutions to problems.  

Yet too often when the Government has spoken of partnership with the voluntary 
sector, it has regarded itself as the senior partner – setting the agenda and 
directing the relationship. In this relationship, the constraint question – of how 
much contribution the voluntary sector can make – becomes one about scale: i.e. 
do voluntary organisations have the capacity to turn themselves into monolithic 
bureaucracies for the implementation of government programmes in the manner 
of government departments? 

Our approach is very different. We want to reverse the way that voluntary 
organisations and social enterprises are commissioned by government. Rather 
than be contracted to deliver standard government services in a uniform way, we 
will transform commissioning so that it is based on outcomes. That way, 
organisations will choose, and be empowered, to do things in their own way and, 
indeed, in a whole range of different ways. The key constraint question, therefore, 
becomes not always one of scale – the natural corollary of standardisation – but 
often one of replicability.  

Commissioning for outcomes, rather than processes, will move away from scale as 
the prime constraint on the capacity of the voluntary sector. It allows voluntary 
organisations and social enterprises to participate in delivering collective 
outcomes without needing to change themselves or to aggregate into bigger 
bodies. They can continue to operate in the way that they have innovated.  

We will reinforce this move away from uniformity and its requirement for scale by 
devolving commissioning decisions to the lowest possible level – creating more 
possibilities for smaller, local groups to participate. In our green paper on criminal 
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justice for example, we have said that each prison governor will be able to 
commission services locally, rather than be required to follow the monolithic 
approach taken by NOMS, which excludes many smaller voluntary bodies.  

These reforms will create, in effect, a right for smaller, local voluntary bodies and 
social enterprises, to supply the public sector which often today excludes their 
participation. 

Growth through fair rewards 

The second answer to the question of how we can ensure that voluntary 
organisations and social enterprises can make a bigger contribution to delivering 
public services is so obvious that it is astonishing that its absence is one of the 
sector’s continuing constraints: it is allowing a fair rate of return to be earned.  

In the private sector, a successful local enterprise is both incentivised and enabled 
to expand because success brings financial rewards.  

To take a concrete example: when Starbucks discovered that it had developed a 
successful model of a coffee shop, it was inevitable that its cafes would be 
replicated quickly across the country. It was inevitable, not because of any state 
central planning, but because it would make a profit from each successful new 
outlet. The return on its investment is both a spur to expansion and helps finance 
the costs of that expansion.  

By contrast, the doctrine of ‘full cost recovery’ means that voluntary organisations 
count themselves lucky if they have their costs reimbursed for running a 
successful project. More often than not they will fail even to achieve that. The 
notion of making a reasonable return on their investment if the project succeeds is 
an unattainable goal under most public sector commissioners’ contracts.  

This is profoundly restrictive of the capacity of the voluntary sector to take up the 
opportunities that should be available to it. By contrast to the Starbucks example, 
a voluntary project that succeeds spectacularly in Brixton will be unlikely quickly to 
be replicated in Tower Hamlets, still less Birmingham and Bristol, because the lack 
of an expected return – a profit, albeit reinvested in good causes – means that 
there is neither the incentive nor the means to finance the costs and the risk of 
rapid replication.  

In the next section we set out how we intend to modernise the now limiting 
doctrine of full cost recovery to ensure that the voluntary sector is treated no less 
favourably than the private sector when it comes to contracts. Specifically, we 
believe that a successful project should earn a competitive return on investment. 
More than anything else, this approach can unlock the potential of the sector to 
innovate and replicate successful projects rapidly across the country.  

 

5.2 Paying a fair price for public services  

Whenever the Government contracts with voluntary organisations to provide services, 
one of the key questions that arises is: what should they be paid?  

Such a question would be almost irrelevant when it comes to the state contracting with 
commercial organisations: no company would take on a contract for a price below which 
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it expected, at least in the long run, to be able to make a competitive return on the 
resources it deployed.  

Yet, historically, in the voluntary sector there has been no such expectation. Indeed it was 
often assumed that one of the advantages of contracting with the voluntary sector was 
that charities could be expected to perform the work more cheaply than other potential 
suppliers. This assumption was based on a number of reasons, including:  

• Not-for-profit organisations did not need to generate a surplus to distribute to 
shareholders 

• They could use their own charitable funds to subsidise the service 

• They could rely on unpaid volunteers to contribute to the delivery of some of the 
services  

However attractive it may appear for the public sector commissioners to try to reduce the 
cost of delivering public services in this way, it is an approach that profoundly limits the 
opportunities for voluntary action, for a number of reasons: 

• If contracts to deliver public services are typically subsidised from charitable 
funds, then the volume of work voluntary bodies can carry out is constrained by 
the finite (and, as we have seen, stagnant) supply of voluntary funds 

• If voluntary organisations do not cover the costs of their activities on behalf of the 
state, still less earn enough to compensate for the risk they take on in every 
contract, then there is an inherent limit on their ability to expand their provision 

• Donors may feel reluctant to contribute to charities if they feel that their donations 
are simply subsidising taxpayers in general who would otherwise have to pay 
more for public services; already, one in every five donors to charity say they are 
less likely to donate to charities that provide public services 

We reject the idea that charities or other voluntary organisations which are 
commissioned to provide public services should be expected to subsidise the 
taxpayer.  
To deal with this widespread assumption that the voluntary sector could be used to 
subsidise the cost of providing public services, the Compact and the Treasury Review of 
2002 contained a commitment that voluntary organisations, whenever they supplied 
services to the state, should be paid the full cost of services provided.  

But the principle of full cost recovery has been more honoured in the breach than in the 
observance. According to the Charity Commission, only 12% of charities delivering 
public services have their full costs paid by public sector commissioners all the time.145 
As reported by the Charity Finance website, the Charity Finance Directors’ Group 
Finance Count 2008 survey has found that “charities are falling increasingly behind in 
achieving full cost recovery on public service delivery… the worst-performing quarter of 
respondents are making a loss of 8.8 per cent or more in their income on public service 
delivery activities, compared with a 3.3 per cent loss last year.”146

All this is despite a 2002 promise by the Government to ensure full cost recovery:  
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“By April 2006… all departments will incorporate the review’s funding 
recommendations fully into their procurement policies by ensuring that the price 
for contracts reflects the full cost of the service, including the legitimate portion 
of overhead costs.”147

When the National Audit Office reported on progress, the verdict was unequivocal: 

“No department had undertaken any systematic review of funding which could 
demonstrate the systematic consideration or implementation of full cost recovery, 
or the identification of areas where practice might need to be revised. This has 
made practical demonstration of meeting the April 2006 target particularly 
difficult.”148

The Charity Commission is clear that income from charitable donations should not 
routinely be used to subsidise the delivery of public services. The Commission’s 
Chairman has said:  

“We have been quite clear that charities should still generally expect an authority 
to fund fully the cost of delivering a service it has a legal duty to provide.”149  

Yet there is an increasing recognition that the very principle of full cost recovery may be 
less of an opportunity for voluntary organisations than a limitation on them. No 
commercial organisation would take on a contract if the very best they could achieve at 
the end of it was to have their actual costs reimbursed – and not a penny more. At the 
very least they would insist on being able to generate a return proportionate to the 
inevitable risks involved in taking on a contract to deliver services, and they would look 
to make a return which could be invested productively.  

Why should voluntary organisations be subject to an inferior standard to that enjoyed by 
commercial companies when it comes to contracting with government?  

The current doctrine of full cost recovery is damaging to the sector in a number of ways: 

• It fails to acknowledge the fact that contracts contain an element of risk for the 
charity or social enterprise that undertakes them 

• It requires the intrusion and impertinence of purchasers of services inspecting its 
books and operations to be able to assess the costs it incurs, in order to reimburse 
them; typical commercial suppliers would not tolerate the bureaucracy and 
interference that requires 

• It may be the single greatest factor that limits the scalability of the sector. In the 
commercial world, a firm that provides a service that is a success in one place has 
a powerful incentive quickly to replicate that service elsewhere; the return being 
generated helps finance expansion and the prospect of returns by replicating the 
service provides an impetus to expand  

If even the most phenomenally successful service provided by a voluntary group in one 
part of Britain, which saves the taxpayer significant amounts of money, is constrained to 
have only its costs paid by the purchaser of its services, it has little or no incentive, and 
still less means quickly to replicate its work in as many places as could benefit from it.  
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For these reasons, we believe that it is time to modernise the principle of full-cost 
recovery and put charities and social enterprises on a level playing field with commercial 
suppliers. We would amend the Compact to make it clear that the norm should be that 
when public services are commissioned from the voluntary sector, they will be paid in 
line with commercial practice. This means that there should be no right for government 
bodies to inspect the detailed costs of a voluntary organisation any more than it has the 
right to inspect the internal management accounts of a commercial supplier. It is for the 
trustees of a charity – not the purchaser of its services – to satisfy themselves that the 
organisation is being run with internal efficiency.  

The process through which the public sector commissioner selects the best voluntary 
sector or private sector contractor – should be on the basis of price and outcomes. Just as 
with a commercial partner, trustees should expect to secure a fair rate of return on the 
investment of resources and exposure to risk that they take on. And the rate of return 
demanded by trustees should, as in the case of private sector firms, reflect not only the 
running risks but also the longevity of the contracts.  

By opening up more public services to the opportunity of being supplied by private sector 
and voluntary groups, we will allow these suppliers to share substantially in the rewards 
that come from success. For example, welfare-to-work services which succeed in getting 
the long-term unemployed into sustained work will be entitled to returns linked directly 
to the savings they make for an agreed period.  

Through these reforms to the way that charities, social enterprises and voluntary groups 
are paid for the services they deliver on behalf of the state, we intend to ensure that the 
voluntary sector is seen as an effective way of delivering public services, rather than as a 
way of delivering them on the cheap. This is the only way we can maximise, rather than 
limit, the contribution charities can make to transforming Britain.  

5.3 Longer-term contracts  

One of the reasons why voluntary organisations are often reluctant or unable to take on 
contracts with central or local government is the fact that too often the only contracts on 
offer cover the short-term only.  

Short-term contracts leave providers in a vulnerable position – especially in periods of 
tight fiscal policy when commissioners can cut their funding as a first resort. Martin 
Narey of the children’s charity Barnardo’s spells out the consequences:  

“12-month contracts, with renewal often not assured until a few days before 
expiry, could not be designed more surely to thwart the success of the voluntary 
sector. I consider it a disgrace that, once again this New Year, some of my staff 
do not know whether they will have jobs in April. Because we do not yet know 
whether contracts are going to be renewed, we will now have to start redundancy 
processes.”150 

David Freud echoes the point: 
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“The length of the contracts – at a typical two years with an option to extend for a 
further year – is far too short to set up the systems and recoup the investment 
necessary … this is also a barrier to new entrants to the market.”151  

A Conservative Government will recognise that allocating funds to the voluntary sector 
through short-term contracts constrains its ability to pursue lasting solutions.  

We will establish three years as the minimum period for contracts unless the particular 
circumstances of a commission demand that it should be less. This commitment will be 
monitored and enforced through a revamped Compact. 

5.4 Outcome based contracts  

One of the key differences between the approach of a Conservative Government and the 
current Labour government is that we will invite the voluntary organisations to 
participate in service delivery without requiring them to ape the way these services are 
carried out in government.  

The main means by which this is achieved is the process-based contract, which not only 
specifies what the voluntary provider is expected to deliver, but how they are to deliver it 
– with all the intensive compliance and monitoring bureaucracy that entails:  

Even departments of government are recognising that the command-and-control model is 
wrong as a means of approaching the voluntary sector. The Department for Work and 
Pensions said last year:  

“Contracting structures too often specify process rather than outcome, which 
limits the value that private and voluntary sector providers can add… the 
monitoring process looks more at compliance than performance.”152 

According to the National Audit Office public funders are “frequently ‘over-customising’ 
administrative requirements which made little or no difference to the service delivered, 
but imposed unnecessary administrative burdens, the charities said.”153 The Audit 
Commission found that some smaller service providers were “either withdrawing or 
considering withdrawing from funding arrangements with their council because they felt 
the monitoring requirements were too onerous.”154 It isn’t just smaller groups that find 
the burden excessive, major charities like the Red Cross also say there is a problem:  

“Contending with administrative and monitoring criteria that vary from one 
funding body to another can be extremely time-consuming, and the time invested 
can significantly raise costs.”155 

Imposing unnecessary costs is bad enough, but the biggest threat is the voluntary sector’s 
freedom to innovate. As the Audit Commission notes: 

“A recent academic study by Stephen Osborne suggests that the voluntary sector’s 
innovative capacity has fallen in the past decade as a direct result of government 
emphasis on service delivery in its programme funding.”156  

Under a Conservative Government, commissioning systems will be designed around 
the use of outcome-based contracts as the default contracting arrangement. Process-
based contracts would only be used in exceptional circumstances.  

 61



5.5 Contract size 

The Government’s tendency to centralise commissioning means that contracts increase in 
size, thus imposing unsustainable cashflow and capacity requirements on all but the very 
largest providers.  

A prime example was the Department of Work and Pension’s Pathways to Work scheme 
which aggregated community-centred contracts to help long-term unemployed people 
into ‘sub-regional’ contracts. Third Sector magazine describes the result:  

“The DWP produced a set of decisions that reduced the voluntary sector’s share 
of the work in the districts concerned from 44 per cent under the predecessor 
scheme – the New Deal for Disabled People – to 13 per cent under Pathways to 
Work. Given the earlier rhetoric, no wonder the sector was angry and 
disappointed.”157  

Stephen Bubb, the chief executive of Acevo and a noted champion of voluntary sector 
involvement in public service delivery, said that the sector had been “comprehensively 
stuffed.”158

Our commitment to replace micromanaged, process-based contracts with streamlined, 
outcome-based contracts, combined with our commitment on localised commissioning, 
will allow the efficient design of smaller contracts in commissioning systems. 

5.6 Minimising the bureaucracy of contracting  

One of the justified complaints of voluntary organisations and social enterprises who 
contract with the public sector is that different commissioners insist on different contracts 
for what are essentially the same services. So, for example, a voluntary provider of 
residential care facilities to the social services departments of several neighbouring 
councils will find themselves wading through the paperwork of different contracts for 
each commissioner. 

 In its report on the public funding of large charities, the National Audit Office found that 
this was holding back the voluntary sector:  

“Our findings demonstrate the baroque complexity of current funding 
arrangements, and show the damage caused by many public bodies employing 
different funding processes in their dealings with a single charity. We hope that 
they will provoke action by government, to deal with the concern that current 
funding structures severely limit charities’ potential involvement in public 
services.”159  

And it’s not just the contracts themselves that vary. Each commissioner will typically 
perform its own due diligence scrutiny of the provider before entering into a contract. 
Despite the fact that the commissioners all need to know the same information – is there a 
track record of delivery, is the organisation financially robust, does it have excellent 
systems in place for caring for its service users.  
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A decisive move towards outcomes–based contracts would eliminate a great deal of the 
monitoring bureaucracy associated with intensive processes-based management of 
contracts.  

But there is still the matter of the repetitive, duplicated paperwork associated with 
contract tendering and due diligence. 

To reduce this burden we will draw up model contracts that public sector commissioners 
will be expected to use, unless there are genuine reasons why a wholly new contract is 
required. We will include use of model contracts in a revised Compact between the 
Government and the voluntary sector.  

In addition, we will work with the voluntary sector and social enterprise bodies to 
develop a trust marking system, whereby the due diligence that commissioners 
undertake on organisations can be streamlined. Service providers would be able to benefit 
from a single, trusted assessment of their organisation without the need for repeated 
inquiry. We would also expect to include such a trust marking system in a new Compact.  

5.6 Risk aversion  

The changes we have set out above will transform the way in which government 
approaches the voluntary sector and social enterprises in the delivery of public services.  

But an important cultural task remains. There is still a strong sense within the public 
sector – at both national and local level – that doing things differently is risky. Especially 
if, as we propose, voluntary organisations and private sector partners should be allowed 
to receive public money without it being tightly specified how they will be required to 
act. We also detect that there is a particular wariness about trusting the voluntary sector to 
deliver – and that the level of bureaucracy and monitoring of voluntary organisations 
exceeds that required of commercial contractors.  

Our public services fail everyday – fail to prevent crime, worklessness, family breakdown 
and myriad other social ills. However, individual decision-makers – whether at a political 
or administrative level – rarely get in trouble for this as long as the failure is part of a 
familiar pattern of social decline for which no one can be held specifically responsible. 
However, should anyone fail in a new and interesting way – for instance, by taking a risk 
on an innovative voluntary sector provider – then specific blame can be attached to 
individuals and sacrificial victims offered to the media (and to those with a vested interest 
in blocking innovation of any sort).  

Even within the statutory sector there is awareness of the paralysing affect that this 
culture has on innovation:  

“As Voice08 delegates heard from Mandy Wearne, the director of provider and 
market development at North-west strategic health authority, primary care trusts 
have a long way to go when it comes to engaging with social enterprise providers. 
Risk avoidance was endemic, she said, and there was no sense of curiosity as to 
what social enterprise might be able to offer the NHS. As Wearne bluntly put it 
intelligent commissioning just doesn’t happen.”160  
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In part, our structural changes should reduce the degree of risk aversion that can make it 
into contracts. If contracts specify outcomes rather than processes the grip must relax a 
little.  

But it also requires cultural change – in particular an acceptance that, with a greater 
diversity of practice and approach, and less micromanagement, sometimes things will be 
wrong. That is an inevitable consequence of a more flexible approach. When that 
happens, politicians must be grown up enough not to point the finger of blame but to 
accept that honest misjudgements are sometimes made.  

Cultural change of this sort cannot be achieved through legislation, but through 
behaviour. Conservative Ministers will make clear to Parliament that risk is the price that 
must be paid for innovation. This will be reinforced with official, on-the-record guidance.  

We will also ensure that when it pays off, risk is well rewarded. Wherever 
commissioning bodies make a lasting impact on social problems by opening up to 
innovative solutions, they will share in the success of the savings they make. 
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6. Co-operatives 

Summary 

Principles 
We believe that co-operatives provide an important and exciting model 
for community empowerment and public service reform. Because co-
operatives are both independent and democratic, they allow a community 
of individuals to exercise their rights and responsibilities without the 
intervention of the state. The voluntary sector could therefore gain a role 
that went beyond the delivery of services commissioned by statutory 
bodies – community groups being empowered to make their own 
decisions by taking co-operative ownership of public assets, institutions 
and revenue streams. 

Key facts 

• Co-operatives are major part of Britain’s civil society with a 
turnover of £26 billion, a workforce of 200,000 and a combined 
membership of 11 million 

• The modern co-operative tradition has its origins in 19th century 
Britain, but is now a worldwide movement with 800 million 
members and providing 100 million jobs 

• British co-operatives already play a prominent role in provision of 
some public services such as social housing and financial inclusion, 
while overseas co-operatives elsewhere in the world demonstrate 
that other public services such as education and healthcare can 
also be provided co-operatively 
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Problems 
Genuinely public institutions and the service they provide need 
democratic accountability and ownership. However, while this in theory is 
provided through elected central and local government – in practice a lot 
of the important decisions are made by bureaucracies that are remote 
from the people they serve.  

Co-operatives could provide a new and more tangible of giving 
communities ownership over the services they depend on. However, this 
potential remains unexplored and unfulfilled under a government that is 
only barely willing to allow the voluntary sector a delivery role in regard 
to public services, and wouldn’t even contemplate decentralisation of 
commissioning and ownership. 

The sale of public land and buildings is reducing the opportunity to 
transfer community assets to co-operative and other voluntary groups. 

Solutions 
In support of co-operatives, we propose to: 

• Promote co-operatives and mutualisation as a way of transferring 
public assets and revenue streams to the voluntary sector: 

o Agree and implement a Co-operative Action Plan – 
empowering and enabling co-ops to play a much bigger role 
in running and owning community assets and services 

o Allow parents to form co-operatives to start-up new 
government funded schools for the local community 

• Change the rules on the management of publicly-owned assets so 
that statutory bodies are required to take into account and 
maximise their social value not just their financial value 
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6.1 The importance of co-operatives 

A co-operative or ‘mutual’ is an organisation owned by its members for the benefit of its 
members. They can take a number of different legal forms, but most are now 
incorporated under the Industrial and Provident Societies Act and are registered with the 
Financial Services Authority. Together Britain’s co-operatives have an income of over 
£26 billion, employ around 200,000 people and have a combined membership of 11 
million.161

Co-operatives are run by a board of directors – made up of member-elected 
representatives and other directors appointed by the board for their professional 
qualifications. Qualification for membership of a mutual varies from organisation to 
organisation. Some have customer-based memberships like the Co-operative Wholesale 
Society, others staff-based memberships like the John Lewis Partnership. But the key 
thing is that, unlike most charities or social enterprises, co-operative are democratic 
institutions.  

6.2 The reforming potential of co-operatives 

Historically, the co-operative movement stood against the worst excesses of 19th century 
capitalism, helping ordinary people gain access to goods and services at a fair price and a 
decent standard of quality. To this day, co-operatives still help to empower consumers 
and producers, meeting needs unmet by conventional commerce – many farmers’ markets 
being a good example. 

However, the most exciting opportunities for the co-operative sector may be in the reform 
of the public services – because, as democratic institutions, co-operatives can act as 
agents of change in ways not open to any other kind of organisation whether private, 
public or voluntary. 

A genuine third way 
In 2006, the commentator and broadcaster Jonathan Freedland wrote about New Labour’s 
reform agenda: 

“The Blair government had sought to restore the public realm, investing serious 
money in schools, hospitals and the like. But the current evidence is that it’s not 
working… One senior Downing Street official says the breakthrough moment 
came a while back. ‘We thought, ‘the returns on this money are really awful.’ We 
realised the system had reached capacity for being commanded by us.’ Now he 
acknowledges, the next stage of politics will have to be a fundamental 
refashioning of the state itself.”162  

So why did the reforming agenda get stuck? Freedland blames the “stale discussion of 
public v private that marks almost any current discussion of public services,” concluding 
that “one of Blair’s great errors [was] to allow reform to become synonymous with 
privatisation.” 163
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Ironically, the self-styled party of the third way failed to spot that there was a third way 
between state ownership and privatisation: mutualisation. When co-operatives take over 
public assets and institutions, the public doesn’t lose control. Rather their rights – and 
responsibilities – can be legally embodied and exercised through the democratic 
membership structure of the co-operative, rather than through national or local 
government.  

A positive answer 
Far from diluting the democratic aspect of our public service institutions, mutualisation 
can enhance it – removing power from distant state bureaucracies only tenuously subject 
to the control of MPs or councillors and giving power directly to the natural community 
of individuals who depend and belong to the institution in question. 

As David Cameron put it in a speech to the Young Foundation: 

“Co-ops offer a really positive answer to one of the great questions of public 
service reform – how to inject dynamism and consumer focus without losing 
public ethos and accountability? Co-ops can do this because they are independent 
but democratic public bodies.”164

The democracy factor has always placed limits on the involvement of the voluntary 
organisations in our public services – restricting them to the delivery side of the equation, 
keeping them out of commissioning. However, by transferring public assets and revenue 
streams directly to co-operative ownership and management, we could create a network 
of democratic, but non-statutory, commissioners with the independent ability to provide 
services to the community – either by themselves or in partnership with other providers. 
This wouldn’t just provide new opportunities for co-operatives, but for the whole 
voluntary sector. 

6.3 From vision to reality 

Co-operatives, such as housing associations and credit unions, are already providing 
essential services to the public.165 Even in areas where British co-operatives don’t yet 
have a significant presence, their counterparts in other countries certainly do – 
successfully running schools and healthcare services. 

For all the reasons described above, we would like to see co-operatives in the UK take a 
bigger role in our public services. As part of our commitment to reform commissioning 
principles and practice, we will work with the sector to develop a co-operative action 
plan for identifying, piloting and expanding opportunities for mutual ownership of 
community assets and revenue streams. 

What we definitely won’t be doing is setting up a quango to direct this process. Rather, in 
keeping with principles of the co-operative movement, we will open up capacity building 
and social investment programmes (see Part II) to provide support for the sharing of skills 
and expertise between co-operatives at various stages of development. 
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Co-operative schools 
David Cameron has already made a specific commitment on co-operative schools: 

“We talk a lot about parental involvement in education. We know that if parents 
have a say in how their school is run, if they feel that their view matters and their 
wishes count, the school is always better.  

 What better way, then, to give parents direct involvement in their school than to 
give them ownership of it? To make them not just stakeholders, but shareholders 
– not of a profit-making company but of a co-operative built around the needs of 
local children?  

 Down the road from here, Reddish Vale City Technology College is consulting 
on whether it can establish itself as a co-operative using recent legislation on 
Trust schools. The Co-op Bank is involved in supporting one of the new 
Manchester Academies. I welcome these initiatives and I want to see more of 
them across Britain. 

In other countries co-operative education is central to the system. Over 100 
schools in Sweden are co-ops. Over 600 schools in Spain.  

So I want to explore how we can create a new generation of co-operative schools 
in Britain – funded by the taxpayer but owned by parents and the local 
community.”166

Community assets 
There is growing interest around the transfer of community buildings and land to 
voluntary sector management and ownership. The issue was the subject of the 
Government-commissioned Quirk Review,167 and funding has been made available from 
the lottery and other sources to support the transfer of assets to community groups. We 
welcome these initiatives and will take the agenda forward in Government – looking, in 
particular, to maximise opportunities for co-operative ownership. 

However, it is important that we also recognise the bigger picture on community assets. 
Various changes to the delivery of public services, combined with the long property 
boom of recent years, has resulted in the closure of once thriving local institutions, such 
as cottage hospitals, village schools and police stations, and the disposal of the associated 
land and buildings. All too often it is not the local community that benefits from the 
proceeds, but remote public sector bureaucracies. 

The umbrella body, Community Matters, reports a related problem: 

“A survey conducted within our community organisation membership last year 
suggests that although the majority still benefit from low or peppercorn rents, 
there is a growing trend toward councils levying market rents or a proportion of 
market rents.”168

In some cases grants are given to cover the increased cost, but, as Community Matters 
notes, “the link between the grant and the rent can quickly be lost, with the latter 
gradually increasing and the former being vulnerable to cuts.”169 The giving of grants so 
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that community groups can pay the money back to the state in rent further calls into 
question the true value of public sector grants to the voluntary sector (see section 3.4). 

At the root of the problem, both in respect to asset disposal and the rent issue, are the 
financial rules to which statutory bodies are subject. The imperative to maximise short-
term financial returns is driving decisions that don’t always make sense in the long-term 
either for the health of the community or for the taxpayer who has to pick up the bills of 
social failure. 

David Cameron set out a new approach in a recent speech to the Council for the 
Protection of Rural England: 

“The attitude that has done so much damage is the belief that the only thing that 
matters when it comes to policy and administration is economic value – that 
social value doesn’t matter.  

So for the last decade or so, in the name of modernisation, rationalisation and 
efficiency we have been living under a regime of government by management 
consultant and policy by PowerPoint.  

The result has not been a contented, streamlined nation humming with efficiency 
and gleaming with modernity.  

The result has been an explosion of bureaucracy, cost and irritation endless 
upheavals and pointless reorganisations the elbowing aside of colourful, human, 
informal relationships based on common sense and trust in favour of the grey, 
mechanical, joyless mantras of the master planner with his calculations, 
projections and impact assessments.  

The real world effect of all this? Post Office closures, library closures, police 
station closures, the closure of small shops, small schools and now GP surgeries 
under threat. All this because we live under a regime that prizes bureaucratic 
neatness above all else.”170

A Conservative Government would review the rules on public sector asset management, 
looking for ways of allowing – indeed requiring – statutory bodies to take into account 
the social, as well as the financial, value of community assets. We believe that is only on 
this level that the fundamental dynamics can be changed for the better: 

“This new approach is part of a bigger picture. The next Conservative 
Government will attempt to develop a measure or series of measures of social 
value that will inform our policy-making when in power. When making decisions, 
ministers will take account not just of economic efficiency but also social 
efficiency. 

Some people may question if this is possible. I say to them that it has been 
possible to develop new measures of the impact of public policy within the 
environmental sphere, which were previously not included in public policy 
making, and I see no reason why it should not be the case within the social 
sphere.”171
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7. Changing government 

Summary 

Principles 
We believe that the priority for public policy on the voluntary sector is to 
adapt the state to working with and supporting voluntary organisations, 
not the other way round. The role of those parts of government with 
direct responsibility for this agenda is not to coordinate the voluntary 
sector, but to coordinate all the other parts of the state whose active 
commitment is required to make real the Government’s promises. In this, 
the executive must be held to account by strong, independent voices able 
to speak not solely for the sector, but for civil society as a whole.  

Key facts 

• The Compact – which is the main agreement on the relationship 
between the voluntary sector and the state – has been in operation 
for ten years 

• The Compact has no legal status and, among charities, confidence 
in its implementation is low – a survey for Acevo found that 96% of 
charity chief executives said that enforcement powers were 
required 

• Some of those worst breaches of the Compact have been made by 
those Government departments and agencies which were 
supposedly responsible for improving the relationship with the 
voluntary sector 

• Last year, both the Compact Commissioner and his chief executive 
resigned, as have the chief executives of two other bodies charged 
with the implementation of the Government’s voluntary sector 
policy – Futurebuilders and Capacitybuilders – all in the space of 
twelve months 
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Problems 
Responsibility for voluntary sector issues has moved through a variety of 
government departments – with Ministerial activity focusing on the 
creation of multiple quangos designed to distribute (often inefficiently) 
limited amounts of money to voluntary groups willing to implement 
centrally determined ideas about what the voluntary sector should be 
like.  

Comparatively little effort has been put into persuading government as a 
whole to honour the Compact – which has allowed statutory bodies at 
both the national and local levels to breach it with impunity. 

There has been little Parliamentary scrutiny of Government’s treatment of 
the voluntary sector, with very few Parliamentary debates and no 
dedicated select committee.

Solutions 
To change government, we propose to: 

• Create a powerful Office for Civil Society at the heart of government 
to fight for the interests of charities, social enterprises, co-
operatives and community groups 

• Upgrade and enforce the Compact on relations between 
government and the voluntary sector  

• Ensure proper democratic scrutiny of government policy towards 
the voluntary sector – led by a new civil society select committee 
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7.1 The importance of changing government 

Since 1997, Labour has pursued a policy agenda that is all about changing the way the 
voluntary sector works rather than the way government works. 

When Ministers talk about ‘capacity building’ they always mean the capacity of 
voluntary organisations to fit in with government’s way of doing things, not the other 
way round. This ignores the fact that most of the obstacles to progress come from 
government not the voluntary sector.  

Ministers would argue that government isn’t a problem that needs sorting out. But if that 
were true then they wouldn’t be so desperate for the help of the voluntary sector. This 
does not mean that charities and social enterprises that choose to provide services paid for 
with public funds don’t need to grow and adapt. But the experience is that they do just 
that in their own way if given half a chance. A burgeoning culture of social 
entrepreneurship is already taking the opportunities available to it. These innovators are 
directing their own process of change. There are things that government can do to support 
this process. But it cannot and must not control it. 

Under a Conservative Government, the policy focus will be on changing the state, not on 
changing the voluntary sector.  

7.2 Making change happen 

After a promising start, the Office of the Third Sector has proved disappointing in its 
influence. With very little clout with those department and agencies that really do matter 
to the voluntary sector, its real function is as a distributor of funding and a setter-up of 
quangos – all founded on the presumption that a small group of Whitehall bureaucrats is 
best placed to shape the future development of Britain’s charities and social enterprises. 

Even within these limited ambitions, the Government’s agenda is becoming badly 
unstuck. In the space of a year, the chief executives of three key delivery agencies – the 
Commission for the Compact, Futurebuilders and Capacitybuilders – have either resigned 
or been forced out. 

An Office for Civil Society 
A Conservative Government will establish an Office for Civil Society (OCS) with 
enhanced powers and responsibilities. 

It will be headed by a civil society minister who will have lead responsibility for 
developing a transformation plan. 

In order to strengthen the capacity of the OCS in crucial period leading up to the launch 
of the transformation plan, senior staff will be seconded from relevant departments across 
Whitehall – who will then return to guide the implementation of those parts of the plan 
for which their departments are responsible. 

The core role of the OCS will be strengthened by transferring and unifying 
responsibilities for civil society issues from across Whitehall. 
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Transforming the impact of government policy on the voluntary sector may require 
legislative changes – but could equally be undermined by legislation that is drafted 
without regard to the interests of civil society.  

One of the key functions of the OCS will be to ensure a timely and coherent 
consideration of the needs of the sector across the whole of the Government’s legislative 
programme. In particular the OCS will be responsible for ensuring that in all bills, 
opportunities for increasing the involvement of civil society are taken – particularly those 
concerned with the reform of the various public services. 

7.3 Enforcing the Compact 

If proof were needed of the weakness of government policy and of the Office of the Third 
Sector in particular, then one need look no further than the Compact.  

This agreement between the voluntary sector and the various branches of government is 
supposed to guarantee fair play on issues such as full cost recovery and operational 
independence. However, as is almost universally acknowledged across the sector, the 
Compact is great in theory and toothless in practice. 

“Many people in the voluntary sector are very strong supporters of the Compact, 
but this is a 1997 document that has not been moved forward in any real tangible 
way. I’m afraid to say there is a real problem with the level of cynicism among 
charity chief executives about the compact and how effective it can be. The 
number of charities that simply don’t bother to use it is growing.”172

The Compact is supposedly a guarantor of the promises made by the Government to the 
sector – particularly those made in the 2002 Treasury Review, which include 
commitments on full cost recovery and multi-year funding.173 However, as reported by 
the National Audit Office, these promises have not been kept.174

The Compact is a voluntary agreement. As such it stands in stark contrast to the contract-
based controls to which the voluntary sector has been increasingly subject. Various 
public sector bodies, including Whitehall departments, can thus breach the Compact with 
impunity.  

For instance, when the Women’s Resource Centre complained that money for voluntary 
sector rape crisis services in the Home Office’s victims fund was being diverted to 
statutory agencies with no prior consultation, the response was “something along the 
lines of ‘what are you going to do about it?’ Without statutory backing, [the Compact] is 
simply ignored by funders… it’s tremendously disempowering.” 175

We were even told of one case where, in the course of meeting with a voluntary sector 
‘partner’, the representative of a major public sector body literally tore up a copy of the 
Compact as a graphic demonstration of its legal status.  

Recent innovations like the Commission for the Compact have no powers of enforcement 
and in the course of 2007 both the original Compact Commissioner and his Chief 
Executive resigned. 

 75



It is significant that even the NCVO, the sector’s leading advocate of the Compact 
approach, now appears to question its current effectiveness: 

“…we need to seriously consider how we can strengthen the Compact. Is it time 
to consider the possibility of giving the Commissioner formal legal powers to 
make adjudication stick? Or to identify appropriate sanctions for those that don’t 
comply?”176

The next Conservative Government will look to strengthen the Compact, working with 
the voluntary sector to do so. In particular, we want to strengthen the right of voluntary 
organisations to be treated on the same terms as the private sector, with the same right to 
earn a competitive return on their investment. A strengthened Compact will, in addition, 
reflect the various other commitments set out in this green paper, including longer 
contract terms; commissioning on the basis of outcomes rather than intrusive control of 
process; and the use of contracts instead grants only where justified. 

We will also enforce the strengthened Compact. There is no point having an agreement if 
it is not respected. On reported breaches, we will abide by the decision of the Compact 
Commissioner and consult the sector on whether further measures should be taken to 
entrench the Compact. 

A Compact gold standard 
It is clearly best for all concerned that breaches do not occur in the first place. Various 
preventative approaches have been described earlier in this green paper – for instance the 
use of model grant agreements and model contracts for the commissioning of services.  

We are committed to rolling out these preventative measures across central government, 
but an equal commitment to decentralisation means that we cannot order local authorities 
to do likewise. 

In partnership with local government and the voluntary sector we will develop a Compact 
Gold Standard: a package of practical measures – such as model contracts – aimed at 
designing Compact compliance into the everyday workings of the public sector. 

It will be up to individual local authorities to decide whether or not to adopt the Gold 
Standard; however a Conservative Government would certainly recommend it. 
Furthermore, we will lead by example, implementing the Standard across all central 
departments and agencies. 

Of course, where prevention fails and Compact breaches occur, the same enforcement 
regime will apply across the entire public sector. 

As a final measure we will ensure that official audits of local authority performance take 
compliance with the Compact fully into account. 

Faith-based charities 
The Social Justice Policy Group reports continuing discrimination against faith-based 
voluntary organisations. 

A Conservative Government would sponsor the development of a new Compact code of 
practice on faith-based voluntary organisations. 
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Again, a preventative approach is best – something we hope to promote through the use 
of client-centred commissioning of public service and the creation of bottom-up funding 
streams. 

7.4 Democratic scrutiny 

Parliamentary oversight of government policy toward the voluntary sector is deeply 
inadequate, with the Ministers having to be shamed into holding a Commons debate on 
their own Third Sector Review. 

There are no formal reporting requirements on Ministers in respect of the voluntary 
sector and no select committee that regularly and expertly addresses the relevant issues.  

As a result Ministers can go months, if not years, without facing detailed scrutiny of their 
policies and actions. 

The Office of Civil Society will be required to report annually to Parliament on its own 
performance, compliance with the Compact across all departments and agencies, levels of 
funding to the voluntary sector and other key developments. There will be a full debate 
on the report in both Houses of Parliament. 

In addition, we will establish a joint civil society select committee, with powers to 
summon the Minister for Civil Society, other Ministers, council leaders and senior 
officials from across the public sector. 

Both the Compact Commission and the Charity Commission will be made directly 
accountable to Parliament through the select committee. 
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Top twenty policy pledges 

Part I: 

1. Simplify the Gift Aid system to reduce the bureaucratic burden on charities 

2. Work with charities to sponsor a debate on whether it is possible to establish a new 
social norm around charitable giving  

3. Direct support for volunteering through grassroots volunteering organisations not 
government quangos  

4. Prioritise development work in ‘charity deserts’ to establish new volunteer-led 
organisations where none previously existed 

5. Support efforts to establish regular volunteering as a social norm – leading by 
example by giving central government employees an annual entitlement to at least 
eight hours volunteering 

6. Reduce the burden of regulation on volunteers – improving the system for CRB 
checks and clearing up the confusion over benefit rules 

Part II: 

7. Replace the Big Lottery Fund with a Voluntary Action Lottery Fund dedicated in its 
entirety to the voluntary and community sector – returning the National Lottery to its 
original four good causes 

8. Respect the difference between grants and contracts – using contracts, rather than 
grants, only where there is a clear justification 

9. Operate a genuine one-stop funding portal for significant government grants 

10. Set up a funding passport scheme so that voluntary organisations can bypass 
repetitive grant application and contract tendering bureaucracy 

11. Draw up model grant and contract agreements to minimise the bureaucracy facing 
voluntary organisations in seeking funds  

12. Create a network of Social Enterprise Zones to provide incentives for social 
investment in deprived communities 

13. Set up a Social Investment Bank as a wholesaler of ‘patient capital’ to a wide range of 
social investment institutions 

Part III: 

14. Allow voluntary organisations delivering public services to earn a competitive return 
on investment by sharing substantially in the rewards that come from success. 

15.  Offer multi-year funding terms on contracts and grant agreements 
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16. Remove the interference and bureaucracy of state funding by agreeing on goals and 
outcomes, not dictating methods of delivery 

17. Agree and implement a Co-operative Action Plan – empowering and enabling co-ops 
to play a much bigger role in running and owning community assets and services 

18. Create a powerful Office for Civil Society at the heart of government to fight for the 
interests of charities, social enterprises, co-operatives and community groups 

19. Ensure proper democratic scrutiny of government policy towards the voluntary sector 
– led by a new civil society select committee 

20. Enforce an improved version of the Compact on relations between government and 
the voluntary sector. 

 79



References 
                                                 
1 Department of Health, Tackling Health Inequalities: 2007 Status Report on the Programme for Action, 
March 2008 
2 NCVO, The UK Voluntary Sector Almanac 2006: The state of the sector, page 8 
3 Social Justice Policy Group, Denying the vulnerable a second chance: Undervaluing Britain’s third 
sector in the fight against poverty, December 2006, page 28, figure 8 
4 Charity Commission, Stand and deliver: The future for charities providing public services, February 
2007, page 5 
5 The Giving Campaign, A blueprint for giving, 2004 
6 Home Office, A generous society: Next steps on charitable giving in England, November 2005, figure 3, 
page 8 
7 NCVO / CAF, UK Giving 2007, page 9 
8 Charities Aid Foundation, International comparisons of charitable giving, November 2006, figure 2, page 
6  
9 Charities Aid Foundation, International comparisons of charitable giving, November 2006, figure 2, page 
6 
10 Charities Aid Foundation, International comparisons of charitable giving, November 2006, figure 2, 
page 6 
11 Charities Aid Foundation, International comparisons of charitable giving, November 2006, page 9 
12 Johns Hopkins Comparative Nonprofit Sector Project, Private philanthropy across the world, 
http://www.jhu.edu/~cnp/pdf/comptable5_dec05.pdf
13 NCVO / Charities Aid Foundation, UK Giving 2007, page 15, figure 2 
14 NCVO, Charitable giving in the UK 1995-2003; www.ncvo-
vol.org.uk/asp/search/ncvo/main.aspx?siteID=1&sID=8&subSID=73&document ID=2348

st15 nfpSynergy, The 21  century donor, September 2007, chart 7, page 13 and chart 9, page 14 
st16 nfpSynergy, The 21  century donor, September 2007, charts 10, 11 and 12, pages 15 and 16 

17 David Cameron, Speech to the CPRE on local communities, 12 May 2008 
18 Charities Aid Foundation, Nearly one third of Britons think we should give 2% or more of our income to 
charity each year, 21 April 2008 
19 NCVO / CAF, UK Giving 2005/06, page 22 
20 Third Sector, ‘Volunteer schemes ‘not effective’’, 9 January 2008 
21 NCVO, UK civil society almanac 2008, figure 4.16, page 34 
22 Luke Geoghegan quoted in Sixty million citizens: Unlocking Britain’s social capital, page 14 
23 NCVO, UK civil society almanac 2008, figure 8.2, page 69 
24 Help the Hospices, Volunteer value: a pilot survey in UK hospices, 2006 
25 CCPR, Sports club survey 2007, page 53 
26 Sport England, Year of the volunteer; http://www.sportengland.org/index/news_and_media/ 
year_of_the_volunteer.htm 

 80



                                                                                                                                                 
27 Department of Communities and Local Government, 2005 Citizenship Survey: Cross-cutting themes, 
June 2006 

st28 nfpSynergy, The 21  century donor, September 2007 
29 Robert Puttnam, Bowling alone: the collapse and revival of American community, Simon & Schuster, 
1999 
30 The Commission for the Future of Volunteering / Institute for Volunteering Research, Volunteering 
works: Volunteering and social policy, September 2007, page 14 
31 NCVO, UK voluntary sector almanac: the state of the sector 2007, table 27, page 64 
32 NCVO, press release, 20 February 2008 
33 Johns Hopkins University Comparative Non-Profit Sector Project, Table 2, 
http://www.jhu.edu/~cnp/PDF/table201.pdf
34 Johns Hopkins University Comparative Non-Profit Sector Project, Table 1, 
http://www.jhu.edu/~cnp/PDF/table101.pdf 
35 Johns Hopkins University Comparative Non-Profit Sector Project, Table 5, 
http://www.jhu.edu/~cnp/PDF/comptable5_dec05.pdf
36 Third Sector, ‘Staff are split on the path to take’, 2 May 2007 
37 Johns Hopkins University Comparative Non-Profit Sector Project, Table 1, 
http://www.jhu.edu/~cnp/PDF/table101.pdf 
38 Johns Hopkins University Comparative Non-Profit Sector Project, Table 1, 
http://www.jhu.edu/~cnp/PDF/table101.pdf 
39 Department for Communities and Local Government, 2005 Citizenship Survey: Active communities topic 
report, June 2006, table 1, page 49 
40 Department for Communities and Local Government, Citizenship Survey April-September 2007, England 
and Wales, January 2008, table 1, page 22 
41 nfpSynergy, Charity Awareness Monitor; http://www.nfpsynergy.co.uk/whatwedo-monitors/awareness/  
42 Department for Communities and Local Government, 2005 Citizenship Survey: Active communities topic 
report, June 2006, table 10, page 54 

st43 nfpSynergy / Scout Association, The 21  century volunteer: A report on the changing face of 
volunteering in the 21st Century, November 2005, figure 2, page 6 
44 Department for Communities and Local Government, 2005 Citizenship Survey: Active communities topic 
report, June 2006, table 10, page 54 
45 Office for National Statistics, The Time Use Survey 2005, July 2006, table 5.14, page 61 
46 Office for National Statistics, The Time Use Survey 2005, July 2006, table 2.1, page 11 and table 3.1, 
page 17 
47 Angela Ellis Paine, Assistant Director, Institute for Volunteering Research, NCVO voluntary sector 
almanac 2006, NCVO, page 121 
48 NCVO, UK voluntary sector almanac: the state of the sector 2007, page 71 
49 Department for Communities and Local Government, 2005 Citizenship Survey: Active communities topic 
report, June 2006, table 10, page 54 
50 Institute of Volunteering Research, Management matters: a national survey of volunteer management 
capacity, April 2008, page 36 
51 Denise King, chief executive of Girlguiding UK, letter in Third Sector, 30 April 2008 

 81



                                                                                                                                                 
52 The Morgan Inquiry, final report, June 2008, page 4 
53 Daily Telegraph, ‘Daredevil badges create Scouts waiting list’, 21 April 2008 
54 Third Sector, ‘GirlGuiding UK runs enrolment week to cope with demand’, 12 November 2003 
55 The Independent, ‘The police’s struggle to find volunteers’, 13 May 2006 
56 Third Sector, ‘Trust targets drop in voluntary hours’, 17 January 2007  
57 NCVO, UK voluntary sector almanac: the state of the sector 2007, page 71 
58 Third Sector, ‘Keeping volunteers is top priority, 29 May 2008 
59 Office for National Statistics, The Time Use Survey 2005, July 2006, table 5.14, page 61 
60 The Scout Association, Typical young people… A study of what young people are really like today, 
January 2007, page 24, chart 16 
61 The Morgan Inquiry, final report, June 2008, page 5 
62 nfpSynergy, Who volunteers?, January 2008, page 22 
63 Commission on the Future of Volunteering, Manifesto for change, page 24 
64 nfpSynergy, Which young people volunteer? Volunteering trends amongst 11-25 year olds: 2006-2007, 
April 2008, page 10 
65 nfpSynergy, The 21st century volunteer: A report on the changing face of volunteering in the 21st 
Century, November 2005, page 14 
66 NCVO, The UK Civil Society Almanac 2008, page 70 
67 Commission on the Future of Volunteering, Manifesto for change, page 30 
68 Commission on the Future of Volunteering, Manifesto for change, page 28 
69 Hansard, 19 March 2008, column 912 
70 Third Sector, ‘Charities question ‘compulsory’ volunteering’, 6 November 2007 
71 Home Office, The path to citizenship: next steps in reforming the immigration system, February 2008, 
page 29 
72 Third Sector, ‘Compulsory volunteering looms’, 14 November 2007 
73 NAVCA et al., Sustaining grants: Why local grant aid is vital for a healthy voluntary and community 
sector and thriving local communities, June 2007 
74 Directory of Social Change, The interplay between state, private sector and voluntary activity: A vision 
for the future, page 12 
75 Third Sector, ‘Funding crisis threatens thousands of jobs’, 18 June 2007 
76 Third Sector, ‘Contracts ‘affecting small grants’’, 6 June 2007 
77 Finance Hub, The decline of local authority grants for the third sector: fact or fiction?, March 2008, 
page 7 
78 NCVO, The UK Civil Society Almanac 2008, figure 4.14, page 32 
79 NCVO, The UK Civil Society Almanac 2008, table 4.23, page 38 
80 NCVO, UK voluntary sector almanac: the state of the sector 2007, table 3, page 23 and table 6, page 31, 
table 7, page 32 
81 NCVO, The UK voluntary sector almanac 2006, table 8, page 59 
82 NCVO, The UK Civil Society Almanac 2008, table 4.27, page 40 

 82



                                                                                                                                                 
83 Audit Commission, Hearts and minds: Commissioning from the voluntary sector, July 2007, page 52 
84 National Audit Office, Public funding of large national charities, August 2007, page 10 
85 Andy Benson, founder of the National Coalition for Independent Action, quoted in Society Guardian, 19 
March 2008 
86 Audit Commission, Hearts and minds: Commissioning from the voluntary sector, July 2007, page 52 
87 Third Sector, ‘Neighbourhood fund ‘will undermine community decision making’’, 17 December 2007 
88 Third Sector, ‘Ministers under fire over loss of Euro funds for national projects’, 28 March 2007 
89 Directory of Social Change, The interplay between state, private sector and voluntary activity: A vision 
for the future, page 12 
90 Acevo quoted in Commission on Unclaimed Assets, The Social Investment Bank: Its organisation and 
role in driving the development of the third sector, March 2007, page 8 
91 Acevo quoted in Commission on Unclaimed Assets, The Social Investment Bank: Its organisation and 
role in driving the development of the third sector, March 2007, page 8 
92 Third Sector, ‘Alarm as public sector forms new style social enterprises’, 8 August 2007 
93 The Guardian, ‘Exercising caution’, 11 April 2007 
94 Seb Elsworth, head of policy, ACEVO, quoted in Third Sector, ‘Alarm as public sector forms new style 
social enterprises’, 8 August 2007 
95 Third Sector, Infrastructure cash ‘is being wasted’, 19 September 2007 
96 Richard Gutch, Futurebuilders, quoted in Third Sector, ‘Treasury rules could reduce Futurebuilders 
grants’,13 June 2007 
97 David Cameron, From government to people, a speech to the Young Foundation, 13 November 2007 
98 Directory of Social Change, The interplay between state, private sector and voluntary activity: A vision 
for the future, page 12 
99 Directory of Social Change, Enews survey: Are you being ‘Scrooged’ by your funder, December 2007 
100 www.governmentfunding.org.uk
101 HM Treasury / Cabinet Office, The future role of the third sector in social and economic regeneration: 
final report, July 2007, page 92 
102 Cabinet Office, Statement by Ed Miliband, Minister for the Third Sector, 15 March 2007 
http://www.cabinetoffice.gov.uk/third_sector/news/speeches/statements/070315_olympic.asp
103 NCVO, Arts, sport and heritage unite to fight Olympic lottery raid, press release, 23 April 2007 
104 Hansard, 26 March 2007, column 1249W 
105 Letter to Greg Clark from Stephen Dunmore, Chief Executive of the Big Lottery Fund, 11 June 2007 
106 Department of Culture, Media and Sport, Launch of the Legacy Trust, 20 November 2007 
107 Third Sector, ‘Small voluntary groups will be worst hit by ‘cannibalisation’’, 5 December 2007 
108 Third Sector, ‘Olympics funding diversion ‘will hit smaller groups hardest’’, 25 February 2008 
109 National Audit Office website, 19 May 2008; http://www.nao.org.uk/publications/workinprogress/ 
building_capacity.htm 
110 Capacitybuilders, National Hubs Review, Capacitybuilders Board Decision, 24 November 2006 
111 Third Sector, ‘ Goodbye to the hubs, but will the latest change benefit the sector?’, 19 September 2007 

 83



                                                                                                                                                 
112 Stephen Bubb, Bubb’s Blog, ‘Back to work: a growing Acevo and meetings at Number 10’, 26 March 
2008; http://bloggerbubb.blogspot.com/2008/03/back-to-work-growing-acevo-and-meetings.html
113 Directory of Social Change, The Interplay Between State, Private Sector and Voluntary Activity: A 
Vision for the Future, 2007, page 5 
114 Audit Commission, Hearts and minds: Commissioning from the voluntary sector, July 2007, page 36 
115 Anthony Giddens, Prospect, ‘Have the Conservatives really changed’, May 2007 
116 NCVO, The UK Civil Society Almanac 2008, February 2008, page 22 
117 NCVO, The UK Civil Society Almanac 2008, February 2008, table 7.9, page 64 
118 NCVO, The UK Civil Society Almanac 2008, February 2008, figure 8.2, page 69 
119 Audit Commission, Hearts and minds: Commissioning from the voluntary sector, July 2007, figure 5, 
page 20 
120 Cabinet Office, Social Enterprise Action Plan, 2006, page 11 
121 Small Business Service, A survey of social enterprises across the United Kingdom, July 2005, page 12 
122 Small Business Service, A survey of social enterprises across the United Kingdom, July 2005, page 12 
123 Commission on Unclaimed Assets, The Social Investment Bank: Its organisation and role in driving the 
development of the third sector, March 2007, page 1 
124 Bank Of England, The Financing of Social Enterprises, May 2003, page 26 
125 Commission on Unclaimed Assets, The Social Investment Bank: Its organisation and role in driving the 
development of the third sector, March 2007, page 14 
126 Commission on Unclaimed Assets, The Social Investment Bank: Its organisation and role in driving the 
development of the third sector, March 2007, page 14 
127 Richard Gutch quoted in Third Sector, ‘Gutch to leave Futurebuilders’, 7 March 2008 
128 Association of Charitable Foundations quoted in Commission on Unclaimed Assets, The Social 
Investment Bank: Its organisation and role in driving the development of the third sector, March 2007, 
page 8 
129 Social Enterprise Zones Task Force, Social Enterprise Zones, August 2007, page 31 
130 Social Enterprise Zones Task Force, Social Enterprise Zones, August 2007, page 32 
131 Commission on Unclaimed Assets, The Social Investment Bank: Its organisation and role in driving the 
development of the third sector, March 2007, page 1 
132 Commission on Unclaimed Assets, The Social Investment Bank: Its organisation and role in driving the 
development of the third sector, March 2007, page 2 
133 The Guardian, ‘Still waiting to hear’, 17 January 2007 
134 Centre for Social Justice, Breakthrough Britain: ending the costs of social breakdown, July 2007, page 
236 
135 NCVO, The UK voluntary sector almanac 2006: The state of the sector, tables 7 and 8 
136 NCVO, The UK voluntary sector almanac 2006: The state of the sector, tables 7 and 8 
137 NCVO, The UK civil society almanac 2008, table 4.27, page 40 
138 NCVO, The UK voluntary sector almanac 2007, 7, page 32; NCVO, The UK civil society almanac 
2008, table 4.27, page 40 

 84



                                                                                                                                                 
139 Directory of Social Change, The Interplay Between State, Private Sector and Voluntary Activity: A 
Vision for the Future, 2007 
140 Baring Foundation, Sources of strength, February 2007 
141 NICVA, Positive steps: Third monitoring report, March 2007 
142 The Charity Commission, Stand and deliver: The future for charities providing public services, 
February 2007 
143 Dame Suzi Leather, speech to the NCVO annual conference, 21 February 2007 
144 Quoted in Charity Times, ‘Charities delivering public services admit mission drift’, 21 February 2007 
145 The Charity Commission, Stand and deliver: The future for charities providing public services, 
February 2007, page 3 
146 Charity Finance, ‘Costs of public service delivery creep up’, 23 April 2008 
147 HM Treasury, The role of the voluntary and community sector in service delivery, 2002, page 40 
148 National Audit Office, Office of the Third Sector – implementation of full cost recovery, June 2007, page 
15 
149 Dame Suzi Leather, Speech to the NCVO Annual Conference, 21 February 2007 
150 Martin Narey, chief executive of Barnardo’s, in The Guardian, ‘Preferential treatment’, 10 January 2007 
151 Department for Work and Pensions, Reducing dependency, increasing opportunity: options for the 
future of welfare to work, 2007, pages 52 to 53 
152 Department for Work and Pensions, Reducing dependency, increasing opportunity: options for the 
future of welfare to work, 2007, pages 52 and 53 
153 National Audit Office, Public funding of large national charities, August 2007, page 10 
154 Audit Commission, Hearts and minds: Commissioning from the voluntary sector, July 2007, page 64 
155 Liz Urben, British Red Cross, quoted in Third Sector, ‘Funding of charity contracts ‘to complex’’, 8 
August 2007 
156 Audit Commission, Hearts and minds: Commissioning from the voluntary sector, July 2007, page 55 
157 Third Sector, ‘How ministers failed to turn rhetoric into reality’, 28 November 2007 
158 Stephen Bubb, chief executive of Acevo, quoted in Third Sector, ‘Review of 2007: The 10 biggest 
stories of the year’, 12 December 2007 
159 National Audit Office, Public funding of large national charities, August 2007, page 2 
160 Patrick Butler, Joe Public, ‘Crunch time for social enterprises’, 5 March 2008; Guardian online blogs, 
http://blogs.guardian.co.uk/joepublic/
161 NCVO, The UK civil society almanac 2008, table 2.1, page 8 
162 Jonathan Freedland, The Guardian, ‘Reform need not mean privatisation if public services are 
localised’, 17 May 2006 
163 Jonathan Freedland, The Guardian, ‘Reform need not mean privatisation if public services are 
localised’, 17 May 2006 
164 David Cameron, From government to people, a speech to the Young Foundation, 13 November 2007 
165 NCVO, The UK civil society almanac 2008, figure 10.1, page 90 
166 David Cameron, speech at the launch of the Breakthrough Manchester report, 6 November 2007 

 85



                                                                                                                                                 
167 Making assets work: The Quirk Review of community management and ownership of public assets, May 
2007 
168 Community Matters, Written submission to the Quirk Review 
169 Community Matters, Written submission to the Quirk Review 
170 David Cameron, Speech to the CPRE on local communities, 12 May 2008 
171 David Cameron, Speech to the CPRE on local communities, 12 May 2008 
172 Stephen Bubb, chief executive of Acevo, quoted in SocietyGuardian, ‘Charities call for Compact to 
expand role’, 12 September 2007 
173 National Audit Office, Working with the third sector, 29 June 2005, box 5, page 14 
174 National Audit Office, Working with the third sector, 29 June 2005, pages 3 and 4 
175 Tania Pouwhare, Women’s Resource Centre, quoted in in Society Guardian, ‘Charities call for Compact 
to expand role’, 12 September 2007 
176 Stuart Etherington, The future of civil society, CASS lecture 2007 

 86



Promoted by Alan Mabbutt on behalf of the Conservative Party both of 30 Millbank, London SW1P 4DP
& printed by TPF Group, Avro House, Harlequin Avenue, Brentford TW8 9EW


	Introduction: What the voluntary sector does for us
	Part I: What the citizen can do for the voluntary sector
	Part II: What the state can do for the voluntary sector
	Part III: What the voluntary sector and the state can do together
	Annexes
	 A new world
	A strong society
	Strength in diversity
	The post-bureaucratic age
	Not partners but servants
	The crowding out of voluntary action
	Missing the point


	 The change required
	What the citizen can do for the voluntary sector
	What the state can do for the voluntary sector
	What the voluntary sector and the state can do together


	 1. Giving
	Summary

	 
	 Simplify the Gift Aid system to reduce the bureaucratic burden on charities
	A tax, a deal and a gift
	Independence and diversity

	1.2 The state of British giving
	International comparisons

	1.3 A very generous minority
	1.4 Growing the very generous minority
	1.5 Gift Aid reform

	 2. Volunteering
	Summary

	 
	2.2 International comparisons
	The impact of professionalisation

	2.3 The national picture
	Committed versus episodic volunteering 
	Feast and famine

	2.4 Investing in the grassroots
	Support for volunteering should be through existing voluntary bodies
	Development work in volunteering deserts
	Support for sector-led investment in volunteer training and recognition
	 The lack of good-quality training
	 The lack of recognition for the majority of committed volunteers – especially of the skills and experience that they attain


	2.5 A supportive policy framework
	Lightening the load of regulation
	No to compulsory ‘volunteering’
	Supportive grant funding framework for volunteer-based charities


	 3. Grant funding
	Summary

	 
	Problems
	3.2 Disappearing grants
	The great funding shift

	3.3 The causes of decline
	 Firstly, Labour’s overall style of government
	 Secondly, general policy towards grant funding
	 Thirdly, specific policy on major grant funding programmes

	Style of government
	General approach to grant funding
	Specific policy on major grant funding programmes

	3.4 Sustaining grants
	A new style of government
	 Reduce the ring-fencing of money so that councils can spend their funding as they see fit
	 Abolish the regional assemblies and return their powers to local councils – not to the unelected Regional Development Agencies as the Government plans to do
	 “Cut back on the bloated inspection regime – typified by Best Value and the Comprehensive Area Assessment – which gets in the way of councils trying to do their job.” 

	Reform of grant funding structures
	 Widen access and respect voluntary sector priorities – this will mean a challenge to the conventional thinking on ‘strategic alignment’ and project-based funding
	 Reform the National Lottery (see section 3.6), social investment programmes (see sections 4.2 and 4.3) and infrastructure programmes (see section 3.7) to bypass unwanted bureaucracy and get resources through to the frontline

	A clear distinction

	3.5 The funding jungle
	 Funding periods are too short, creating financial instability
	 There are too many funding streams, which change too often, also contributing to financial instability and fundseeking bureaucracy
	 Funding streams are heavily and arbitrarily specified, forcing voluntary groups to change their focus in accordance with the whims of grant makers
	 There is a lack of smaller-sized grants suited to the needs of the smallest charities and community groups
	 Grant making decisions are often made a long way from, and without regard to the wishes of, the communities which are supposedly being helped 

	A fair deal on funding
	 Multi-year funding as the norm 
	 Simplification and stability of funding streams
	 Grants to be specified as lightly as possible, with a significant proportion of largely unspecified demand-led funding
	 Greater diversity in the size of grants made available
	 Localisation of grant funding decisions

	Making it happen
	 Government bodies will be required to register significant grant schemes on the website – allowing grant seekers to search for and link through to available funding in their areas of operation
	 The website will collate key statistics on the grant giving performance of each statutory body, enabling government and public alike to monitor compliance with multi-year funding and other quantifiable fair funding principles


	3.6 Lottery funding
	Olympic raids
	Restoring the lottery
	 Undo New Labour’s manipulations and return the lottery to the original four good causes: arts, sports, heritage and communities
	 Protect the share that the voluntary sector gets from the lottery and rigorously enforce the principle of additionality
	 Legislate a complete ban on Government raids on lottery resources – passing a law that any future administration would have to repeal if it ever wanted to use the lottery as a piggy bank again
	 Funds will be devoted in their entirety to voluntary and community organisations; there will be no diversion of funds to public sector projects
	 The emphasis will be on lightly specified, demand-led grant funding
	 There will be more grants for local charities and community groups 


	3.7 Capacity building
	 Futurebuilders – set up to provide mostly loan-based finance for voluntary organisations involved in the delivery of public services
	 Capacitybuilders – originally launched in the form of the ChangeUp programme, it has broader remit than Futurebuilders and aims to provide support in the form of national advice services and regional and local grants

	A bad start
	A fresh start 
	 The distribution of capacity building resources must be simplified, cutting out unnecessary levels of bureaucracy and decision-making apparatus.
	 Resources will always be limited and it is better to provide significant support to some organisations (of various sizes), than insignificant support to all or most of them.
	 Government must respect the fact that frontline voluntary organisations are best placed to decide what support they need, not politicians or their appointees.
	 Wherever possible frontline voluntary organisations should be resourced and empowered to commission the support they need from Councils for Voluntary Service and other providers.
	 Whether at a national or local level, the providers of support services must never be put in the position of effectively commissioning services from themselves.



	 4. Social enterprise
	Summary

	 
	The potential of social enterprise
	The breadth of social enterprise
	A strategic priority

	4.2 Social investment
	Gaps in the market
	Developing the market

	4.3 Social Enterprise Zones
	The Social Investment Bank

	4.4 The re-investment principle
	Social innovation audits
	 The identification of what the voluntary sector does better than the public sector will be made an integral part of the auditing of government performance
	 Working in conjunction with charity evaluation experts from the voluntary sector, we will ask the National Audit Office and the Audit Commission to investigate the most promising and replicable examples of innovative service provision by social enterprises



	 5. Public service delivery
	Summary

	 
	First do no harm
	Reform agenda

	5.2 Paying a fair price for public services 
	 Not-for-profit organisations did not need to generate a surplus to distribute to shareholders
	 They could use their own charitable funds to subsidise the service
	 They could rely on unpaid volunteers to contribute to the delivery of some of the services 
	 If contracts to deliver public services are typically subsidised from charitable funds, then the volume of work voluntary bodies can carry out is constrained by the finite (and, as we have seen, stagnant) supply of voluntary funds
	 If voluntary organisations do not cover the costs of their activities on behalf of the state, still less earn enough to compensate for the risk they take on in every contract, then there is an inherent limit on their ability to expand their provision
	 Donors may feel reluctant to contribute to charities if they feel that their donations are simply subsidising taxpayers in general who would otherwise have to pay more for public services; already, one in every five donors to charity say they are less likely to donate to charities that provide public services
	 It fails to acknowledge the fact that contracts contain an element of risk for the charity or social enterprise that undertakes them
	 It requires the intrusion and impertinence of purchasers of services inspecting its books and operations to be able to assess the costs it incurs, in order to reimburse them; typical commercial suppliers would not tolerate the bureaucracy and interference that requires
	 It may be the single greatest factor that limits the scalability of the sector. In the commercial world, a firm that provides a service that is a success in one place has a powerful incentive quickly to replicate that service elsewhere; the return being generated helps finance expansion and the prospect of returns by replicating the service provides an impetus to expand 


	5.3 Longer-term contracts 
	5.4 Outcome based contracts 
	5.5 Contract size
	5.6 Minimising the bureaucracy of contracting 
	5.6 Risk aversion 

	 6. Co-operatives
	Summary

	 
	6.2 The reforming potential of co-operatives
	A genuine third way
	A positive answer

	6.3 From vision to reality
	Co-operative schools
	Community assets


	 7. Changing government
	Summary

	 
	7.2 Making change happen
	An Office for Civil Society

	7.3 Enforcing the Compact
	A Compact gold standard
	Faith-based charities

	7.4 Democratic scrutiny

	 Top twenty policy pledges
	Part I:
	Part II:
	Part III:

	 References


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




