[image: image1.jpg]DIRECTORY OF SOCIAL CHANGE

INFORMATION AND TRAINING FOR THE VOLUNTARY SECTOR




April 2006 enews survey:  results and analysis

Is public service delivery charitable?

Ben Wittenberg

Director of Policy and Research

Directory of Social Change

24 Stephenson Way

London

NW1 2DP

bwittenberg@dsc.org.uk
___________________________________________________________________________________________

© Directory of Social Change

April 2006

Is Public Service Delivery charitable?

Yes: 17%
No: 68%
Maybe: 15%

The issues surrounding non-profit service delivery continue to provoke debate. At DSC’s recent Charity Law conference Luke Fitzherbert called for the debate on a public service delivery via a “fourth sector” to be reopened, claiming that public service delivery by non-profits may impact negatively on what most people understand by charity. 
In its March e-newsletter DSC asked its customers whether they thought public service delivery was charitable, with a resounding 68% responding “no”.  The majority of detailed responses showed that the extent to which public service delivery is seen to be charitable is less than clear.
This raises some serious implications for those charities seeking to enter into public sector contracts. In addition to documented disparities in contract terms favoring private sector organisations, and the recent National Audit Office report condemning Government’s lack of progress in improving the way in which it engages with the sector, the status and perception of public service delivery provides another very important consideration for any VCO’s seeking to enter into funding agreements with the public sector.  
Qualifications to responses included: It depends who is delivering it; if the Charity Commission says so; legally yes, morally no; demonstrating a real lack of clarity around what public service delivery means for the sector. 
While from a legal perspective public service delivery by charities is clearly acceptable, the feeling presented by this survey is that it is not in itself charitable which raises significant questions for charities. 
A number of respondents felt that public service delivery was quite specifically the role of the state, and that it was not the place of charities to deliver them. However, the number of qualifications to responses that were received show that the perceived status of public service delivery is not that clear. The voluntary sector does not simply pick up where the state stops, there are of course areas where interests and objectives meet and cross over. 
There were also a number of questions posed by respondents regarding the type of organisation delivering. For example, is the same work or contract charitable whether delivered by a charity or a private company? 

On the same day Sir Peter Gershon highlighted the huge discrepancies between the terms of public and voluntary sector contracts. This view painted a bleak picture of the environment voluntary sector organisations are being expected to engage in, particularly within the wider context of the recent NAO report “Working with the Third Sector”, and the subsequent Select Committee review.
The National Audit Office report into progress against the objectives of the review highlights a number of key failings. A Select Committee review was even more critical, finding that:

· Voluntary organisations are often subject to greater scrutiny and monitoring processes than private sector providers;
· Issuing guidance [on how to deal effectively with the voluntary sector] to departments has had limited success to date;
· Annual arrangements for funding services delivered by voluntary sector organisations increase risks and uncertainty for voluntary sector organisations;
· Despite commitment to implement longer term funding periods, 72% of Home Office funding is for periods of 1 year or less.;
· Only 5 out of 13 departments have established policies and guidance to enable them to determine the most effective funding mechanisms. 
Selected comments
YES

Yes, when it is not for profit

NO

Public sector service delivery may be described as benevolent, socially responsible or just “a good thing”, but if it was to be described as charitable by its very nature this means the service is delivered by a charity.  And thus, taken to its logical conclusion, all public sector service providers - local authorities, hospitals, and companies - would all be regulated by the Charity Commission.  This is clearly a nonsense.

 

The question which must be asked of Government is what services can be delivered by charities, companies etc on their behalf.  And which are “core”, and must be delivered by their own staff; and which can be delegated to another service provider.

 

I don’t believe that the nature of the service defines whether it is charitable; I believe it is the nature of the agency delivering the service which leads to the definition. – Elizabeth Mills OBE, Eminence Grise
No of course it isn't - it is a commitment of public sector organisations to deliver public services and they are certainly not seen as charitable giving but are paid for through the rates and taxes taken from local people.
 

No it isn't - there is a lot of waste, duplication, people in safe jobs who are not functioning well, the voluntary sector could teach them a lot!

Public service delivery in the health & social care field should be funded by the government and seen as a right in a modern civilised society. Giving and caring should be a natural process not a benevolent one. – Barry Burton project sol
Couldn't make the voting work but would say it is judged as "no".  As a manager who operates the community aspect of a dual use sports centre, it should be.  The school is not allowed to spend education budget on the community part of the building i.e. reception, Fitness Gym, public toilets and changing rooms.  I have been trying to obtain funding to make these accessible to disabled people, it has been a challenge as most funding avenues are closed to us as we are seen as statutory, we fall between planks. –

Chris Marsh, Manager of East Bergholt and Hadleigh High Leisure Centres.

Don’t believe public services should be funded through charity but through national taxes.  Charities which take over public services are taking cash away from genuine charitable causes. – Trevor Williams

Public sector delivery surely is there to cover the basic requirement and as such should not be considered a Charity.  Charities supply the extra requirements that can enhance what the public sector supplies.  Another aspect:  If one starts calling or accepting the public sectors required input as charity, that will mean registration as a charity and confuse the general public; who may as a result cease to support charities in general. – Patricia Penny, The Vine Project

The public sector delivers services that are required by government, on behalf of the electorate, and paid for primarily through the tax system. It may do additional things which improve the service, or supplement it, so that it delivers more for its clients over and above its statutory responsibility. These additional activities can be facilitated by a charitable arm, acting on behalf of the donors that fund it, and can then remain a clear addition to statutory activity not a substitute for it. It matters because the government is accountable to electors for fulfilling statutory duties and charities are accountable to donors through the trustees for charitable activities. These accountabilities must not be blurred. – Caroline Hellicar

MAYBE/IT DEPENDS

My answer depends upon the provider. If it is a not-for-profit enterprise then Yes. If it is a for-profit enterprise, then No. I realise this is a rather simplistic answer as I know charities use private contractors to deliver elements of their work (eg for infrastructure, training, consultation, research etc). 

 

However, I think the question is simplistic and care should be taken to differentiate between the type of organisation providing the service and the terms of the contract under which it is delivered.

 

It would be unacceptable, in my view, if a private company won a public service contract and was then eligible to apply for charitable funds - which I believe it now can under new Big Lottery Fund guidelines! – Simon Llewellyn, Fundraising Consultant


I think that whether something is charitable or not lies in the motivation behind the act and the way in which it is carried out and doesn’t necessarily have anything to do with the act itself. Any action motivated by and displaying a loving kindness towards others is charitable. Is service delivery an appropriate role for a charity to undertake is, I think, an entirely different question. – Kate
The answer to this question can only be "It depends".

Just because statutory authorities move into a particular field (for example 'child care' where up to about 15 years ago the vast majority of all provision was through voluntary sector pre-school provision) does that suddenly make all remaining voluntary/community sector provision in that field "un-charitable"? Any charity taking on public service delivery may well wish to ensure that it isn't replacing a statutory service with charitable funds, or attempt to attract charitable funds in competition with genuine charitable provision. However the spirit of public service delivery by the sector is about better delivery, by organisations specialising in that field; it is not about saving money, but about the best use of money. – Chris Hollins

Is public sector service delivery charitable? Are busses red? 

Sometimes yes, and sometimes no. – Peter Hepburn , Deputy Chief Executive  

Although I voted No as a quick answer to your quick survey: Is public sector service delivery charitable? the question deserves a little more of a response.  Here's a five minute one.

 

Statutory services are those which are determined by statute - hence the term.  The terms statutory sector and public sector are generally synonymous but they derive from different roots.  The public sector delivers a range of services; some mandatory, some discretionary and some in partnership with arguably a blend of both (some regeneration programmes might be in this category).

 

The public sector is funded through taxation (the public purse) and governed (in a democracy) by elected representatives.  It is service-driven because its raison d'etre is to provide public services for the common good and the social infrastructure.  Note that some services (e.g. the railways, the post office) may go in and out of public ownership but still be statutory.  Incidentally, let's not forget that the Church of England is a statutory body and so not a Voluntary and Community Organisation; but is it a public body?

 

The public sector may contract to other agencies, either in the voluntary and community sector (VCS - which is, by definition, not-for-profit), or in the Private Sector.  The VCS and the charitable sector are also generally synonymous - at least for the sake of this argument - though of course not entirely.  The VCS is user-led and driven by the need to support the beneficiaries of any given organisation.  These may be members (as in clubs), service users (as in a shopmobility scheme); the whole community in any given locality (as in a Community Association).  Charitable service delivery is only charitable where the Charity Commission says it is and is distinct from a statutory service.  If a statutory service is delivered by a charitable body, it should be because there is no conflict between the statutory service and the charitable aims of the organisation which provides it; the critical distinction is in the delivery and purpose.

 

The private or commercial sector is (generally) for profit (I know there are some agencies which operate commercially and are not-for-profit such as CICs but they still operates to make a profit which is out back in and so are commercially driven compared with a charity which, being user-led may (or may not) make a surplus - which is not the same thing.

 

Let's look at an example.  A Pre-School may be Local Authority run (public sector); by a Voluntary Sector organisation (Charitable) or as a private enterprise (Commercial).  There is a requirement that pre-school services should exist.  While educational activities are charitable they are only so within the context of being delivered by a charitable body; otherwise they are statutory.  All three types of PreSchool may provide the same quality of education and care but they are driven by different requirements and the key will be in how they are funded (and how they use their funds) and what the governing document (constitution) of the organisation running them says.

 

So, public service delivery is not automatically charitable, although it may be delivered in a charitable context if provided by an organisation which is charitable.

 

Personally I do not like the way in which charitable status is often abused by the public sector in terms of service delivery; I have seen VCOs "controlled" by Local Authorities when it suits them and then "let go" when that suits them (usually after cuts) - often to flounder as "independent bodies".  The distinction is important as it is about ethos, how resources (including time) are used, and who a service is for.  That said, I have no problem with public bodies contracting to charities to run services providing the charity is not compromised and the service is in accordance with its charitable objectives.

 

You get my drift!

-- Mik Norman, Vol-Train
Essentially, the question feels confusing since it asks both what is charitable and what should charities offer.  I think that public sector service delivery can be both charitable and not.  The state provides a lot of services that are aimed at helping and supporting society, but there are other needs not met by the state.  Historically, the voluntary sector has identified and met a lot of these other needs, but it does not mean that they cannot provide services that the state aims to meet. -- James Harper, FCL Operations Manager
Depends on the context of the question. is it legally charitable, probably not, is it morally charitalbe probably yes

yes it might well be, it depends what you do with the income generated. – Sam Swabey

Don’t think enough choices or right question i.e can it be delivered at least in part by charitable orgs would say yes. Should it be? if it means more finance can be raised and services improved why not but ultimate responsibility and monitoring should lie with govt

GENERAL/ANSWERED A DIFFERENT QUESTION

Public Service delivery via the voluntary sector is an impossibility by the very nature of the voluntary sector.

Local Authority connections are still not attuned enough as the voluntary sector - is by nature - disparate/chaotic ; it's only obstacle is continued funding for whatever venture it deems necessary in any given area. Governmental thinking on this issue is even further afield if it thinks volunteers - i.e the unemployed - will provide greater resources for no money...a dog chases it tail & goes nowhere.

Given the careerism inside public sector services are delivered in ways that increase dependency, risk management excludes innovation and the message given out is that we are here to help you but you have nothing we value or need - ie we are the experts. in fact to be effective the service providers HAVE to engage and involve users, their families and neighbours, inclusive social networks,  in co delivering long term solutions. – Martin Simon, Executive Director, Time Banks UK
The question raises points about VAT.  If a voluntary sector organisation accepts a contract from a local authority or a health authority, surely payment of that contract constitutes earned income as far as HM Customs and Excise are concerned.  It has always previously been viewed as grant income, therefore VAT exempt....but now?  If the voluntary sector delivers services that have previously been delivered by local or health authorities, it must be earned income and not therefore charitable or grant income. – Carol Wood, Keighley Voluntary Services

In my humble view, public services are being funded too much by supposedly charitable funds, such as the Big Lottery Programme. It is now becoming very limited and largely not an open application process.  Services, that in my view are public services and should be paid for from taxes, are now featured in Big Lottery Programmes. – Valerie Casson, Unit Manager – Development , Groundwork St Helens, Knowsley, Sefton & Liverpool
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