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Thank you very much for inviting me today.  I have a huge amount of respect for the work that you do and it is a real honour to be here.

DSC’s principle of responsible giving

As part of answering the question at hand I’d like to start by speaking briefly about what we at the Directory of Social Change believe in.  At DSC we have four ‘principles’ which guide our policy work.  One of them is called ‘responsible giving’.

This covers a number of things but in this context it means that we think all funders have a responsibility to fund in an engaged and rational way, which considers the ‘characteristics, motivations, capacity, aspirations and needs of the organisations they are giving to’.  Funders should also ‘consider the impact that their giving will have and the outcome it is meant to achieve.’
To put it simply, we think the best funders get to know you and what you need, so they can better help you achieve your goals.  Their application and monitoring processes are reasonable and appropriate, and they are flexible enough to accommodate different organisations without forcing them all into a box.  At the same time, their constructive engagement helps ensure they can meet their own goals, rather than simply taking a hands-off approach.  So it’s about finding a balance. 

Of course you may say that this ideal doesn’t exist, and for the most part it doesn’t – especially where most funding relationships with government bodies are concerned.  But it is a principle that we use to guide us in our efforts to influence funders and to try and improve funding practices.

Underpinning our belief in this principle is the idea that charities are best placed to determine what their beneficiaries need.  Of course there has to be a level of accountability to the funder, and it’s ultimately up to them to decide what to fund – that’s only right.  But charities’ accountability should be first and foremost to those they exist to serve – it should mainly flow downward, not upward.  A funder which engages in the right way can help facilitate this.  A funder which engages in the wrong way doesn’t.
The lack of clarity about types of funding
So how does our principle of responsible giving apply to the question at hand, about the role of contracts in delivering services?
Well, actually it’s debatable whether or not it does.  Strictly speaking, contracts can’t be be considered giving or funding in this sense.  A contract after all governs a commercial transaction.  The income is derived from selling a service.  
A grant, by contrast, is a gift.  In its purest sense it is a subsidy given to an organisation that would not be able to operate or to do certain things without the money.  It is given in the expectation of a very broad ‘charitable return’.  They are in fact two different things.  We think the distinction is really important.
This distinction is not at all clear in the language used by government to describe its funding of the voluntary sector.  The use of fashionable buzzwords like ‘support’ or ‘investment’ in the PR conflates the different types of funding.  This reinforces a total lack of clarity in actual funding practice – with many grants which have detailed SLAs that make them closer to contracts, and contracts which try to ‘look behind the price’ and examine budgets in detail as if they were a grant.
And when you look at it from the individual charity’s point of view, many are finding that important grant funding is being replaced almost overnight by a contractual regime, with little or no justifiable explanation.  It’s the same pot of money usually, just delivered in a completely different way.  So it’s no surprise if we think of the two as interchangeable.
What a good contract might look like
But for the sake of argument, let’s consider contract funding as ‘funding’ in terms of ‘responsible giving’.  I’d like to give you a sense of what we think good contract funding would look like, bearing in mind what I’ve said about responsible giving.
There are many aspects, but I’ll just mention three important ones:
Negotiable – a good contract should be negotiated between partners.  It should be about finding a sensible and agreed mechanism for two parties to work together to achieve common goals.  A well-negotiated contract should provide common ground on which to build a productive working relationship.

In terms of our role in ‘commissioning’, as the government explains it, this negotiation should start well before the deal is set out in writing.  It involves seeking input from charities and other ‘stakeholders’ to make the policy and the proposed services to be delivered are as good as possible.
Fully costed – from the charity’s point of view, a good contract would mean one which is fully costed.  That means that the price takes into account the true cost of delivering the service, including overheads.  It should have contingencies in place to allow for unforeseen costs (like massive fuel price increases, for example).  If possible, it should even allow a reasonable surplus that could be reused in other ways.  There should be no question about whether you can keep any savings if you are able to find efficiencies you didn’t expect – you should.
Based on outcomes – a good contract in the charity context should be based on the outcomes to be achieved, and include sensible ways to measure these which are appropriate and proportionate.  It should not be about setting out the detail of how x amount of inputs produce y outputs.  It should not be about controlling the processes through which outcomes are achieved.  It should set out what you will achieve, not how you will achieve it.
The reality of public sector contracting

Unfortunately most public sector tendering processes and the contracts which result from them do not meet this description at all; the reality is quite the opposite.
Not negotiable – although there are examples of good involvement by charities in the design of services, there is usually very little scope to negotiate the contract itself.  Indeed you may even be penalised for trying to negotiate particular terms.  Or, the very act of submitting a bid may automatically bind you to the terms and conditions.  The terms are basically dictated to us and we either take them or leave them.  So much for partnership.  So much for a collaborative working relationship.
Fully costed? – This depends to some extent on whether you are able to produce a fully costed bid that can win the contract.  The evidence is that on the whole this is not happening.  And we can’t ignore the fact that government’s efficiency targets are driving huge cost reductions across the public sector.  Unsurprisingly, this is translating into a squeeze on anyone who provides services to government.

Private sector bodies can and will say ‘no’ if they aren’t able to profit from delivering the service.  It’s a fairly simple calculation for them.  With charities,  it’s not so straightforward.  After all, we’re not concerned with profit, we’re concerned with people, communities, important causes – which makes the decision to say ‘no’ completely different.  If we say ‘no’ there is the prospect that people will suffer as a result – and we really do care about that.
Finally, there is almost an expectation from many commissioners that charitable funds will be used to subsidise the service, to make the money on offer stretch further.  That is pretty much the opposite of what it means to have a fully costed contract.
Based on outcomes? – what we find is that commissioners often have very little idea what a good outcome looks like.  They may not even have any knowledge of or relationship to the policy area that the service is related to.  We may have to spend hours trying to educate them – if we’re even able to communicate with them at all.

They will be preoccupied with very simplified, abstract measures – the dreaded KPIs – which they are required to report because of the demands of their particular bureaucracy.  These often have little value as measures of anything real, other than what they mean to that bureaucracy.  And they tend to treat the human beings we are trying to help as mere widgets in some kind of industrial process.  
We in the voluntary sector know that human outcomes are so much more complex than ‘90% of refugees must receive two hours of legal advice within 5 days’ or whatever.  You know that a refugee is a person, who may have many different needs that simply don’t square up with a set of statistics. You know that their problems can’t be conveniently divided up according to whether they are served by the Home Office, PCT, or local authority social services department.
Why contracting is a bad way to fund charities and voluntary organisations
I’ve outlined some significant flaws in how tendering works in practice.  These flaws are easily recognisable by anyone who has encountered a government tendering exercise.  Even those who champion contracts as a way for charities to become more involved in service delivery recognise these problems.  The debate is not so much about what the problems are as it is whether they are solveable.
The sad thing is that much of the rhetoric coming from the government sounds great.  On face value ministers seem to have many good intentions.  Government, we hear, wants us to participate in the design of the services that it funds, to take advantage of the connection with beneficiaries and volunteers that we have, and our reach within communities. We are told that we can really help them to ‘get it right’ for everybody.
That has to be a welcome sentiment.  But when the rhetoric comes up against the nuts and bolts of how the tendering process works, it starts to look pretty cheap.  This leaves us feeling disillusioned, cynical and even abused.
At the bottom of it all is the fact that the system that government is increasingly using to fund us – tendering for contracts – has not been developed with us in mind.  Stalin once described bringing socialism to Poland as like ‘putting a saddle on a cow’.  He meant that the socialist system which the Soviets pretty much imposed on Poland just didn’t suit the country and as a result it didn’t work (of course most would argue that it didn’t work for Russia either, but that’s neither here nor there!).
I’ll leave the question of who Stalin is and whether or not we are the cow up to you.  But I do think we are being saddled and the saddle doesn’t suit us.  More importantly, it doesn’t suit the people we are trying to help.  It is a blunt and crude instrument that is being inflicted on us but was designed for completely different purposes.  It bears no resemblance to the ideal of engaged and constructive funding which I outlined at the begninning.  And efforts by government to improve it so far have been pretty weak and long in coming.
Indeed, its hard to say who or what exactly the rules around tendering have been developed for.  This strange beast looks like a bizarre hybrid between EU regulation designed to prevent state subsidy of large-scale business enterprise, and local authority contracting practices designed to do things like pay the construction firm to fix pot-holes in the road.
The system is fundamentally unfriendly to voluntary organisations.  It refuses to recognise that we can’t help people if our hands are tied up with absurd red tape and pointless paperwork.  More importantly, it does not really understand how to deliver the best outcomes for people.  You do understand how.  But the tragedy is that this system for the most part simply does not trust you to know what’s best.  It tells you what is best and then gives you the dubious choice of going along with that or opting out.
Conclusion

In conclusion, we think contracts hinder the delivery of services by charities.  This is because we think they are on the whole unsuitable and damaging.  And what damages us damages the services we are able to offer to people.  We didn’t just make up this opinion sitting in a room somewhere.  It’s what people tell us every day.
We know that grants are not perfect either, especially when they are the tightly-specified government variety.  But we think that in general they are a much better way of funding voluntary organisations – and that’s what DSC is fighting for – more and better grant funding for charities.

But that’s a topic for another debate, I think.  The question that I would humbly suggest we are concerned with today, is:
If you have to accept state funding, in whatever form, to carry out your work, does this allow you to provide the best possible services you can for refugees?
Do you compromise and accept an imperfect contract to maintain some of the services you provide?  At what point does this mean you aren’t able to provide what is really needed?  
At what point will you have to say to government, ‘NO – we will not bid for this because it is not right’?  And moreover, ‘we are going to start shouting about why it is wrong?’
There is no easy answer – and I’m not trying to tell you what the answer is, because that’s up to you.  But I would argue that the questions of how you can best help refugees and whether you bid for a particular contract are inextricably linked. And I think that’s what we’re here today to talk about.
Thank you.
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