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1.  Overview

The Chancellor’s budget received a fairly mixed reaction from the voluntary sector.  There were a number of policy announcements to consider, and their relevance to individual organisations will depend largely on the type of activities they are engaged in.  Slightly unusually, there was also a specific section on ‘supporting charities’, although this was not mentioned by the Chancellor in his speech.

As one might have expected, a number of announcements of interest involved housing, employment, and other measures aimed at people affected by the recession.  Somewhat more surprising was the emphasis on environmental issues – particularly ‘investment in the low carbon economy’ totalling £50 billion.  This was portrayed by the Chancellor as central to the economic recovery and he went so far as to claim that this was the first ‘carbon budget’.  This theme of interest extends beyond those organisations doing environmental work, as the measures announced will provide additional funding to make buildings greener (including voluntary sector ones).

Setting aside the specific policy announcements, the elephant in the room is the colossal debt the government is taking on – a result of the bank bailout, falling tax take, and the decision to ‘invest’ (read ‘spend’ if you’re a Conservative) additional money during the recession in the hope of accelerating the recovery.

To put this in perspective, the total estimated Government borrowing for 2009 – £175bn or thereabouts – is more than the Chancellor forecast to borrow over the entire four years following the 2008 Budget.  The total for the next four years looks something like £600bn.  And nobody outside of the Government seems to believe his growth forecasts either – which means that £600bn is probably optimistic on current spending trends.  
The reality is that the next government, whichever colour it is, (not much more than a year away now) will most likely have to rein in spending significantly across the board and raise taxes.  It looks like a watershed budget in terms of government spending – perhaps the last of the fat years and the first of the lean ones – and the voluntary sector won’t be spared.

Government spending for the sector will change significantly in the future.  It’s hard to see further money being spent on capacity building, for example, beyond current commitments.  What spending there is will be directed towards direct delivery, through commissioning.  That’s a not unwelcome trend for some, but when you combine the spending constraints with the additional £14bn of ‘efficiency savings’ the Chancellor has stated will be achieved by 2014, the likelihood is that those delivery relationships will only come under even greater pressure than they are at the moment.
For the full Budget, and the Budget Microsite (which summarises key points), go to: http://www.hm-treasury.gov.uk/bud_bud09_index.htm
For a helpful and detailed summary by Haysmacintyre Chartered Accountants, go to:

http://www.haysmacintyre.com/services/budget+report+2009.htm
DSC’s brief summary of the Budget with respect to the voluntary sector follows below
2.  Policy aimed at charities and social enterprises generally
A number of measures were aimed at the Third Sector as a whole:

· An additional £18.75 million for the financial inclusion Growth Fund, which helps third sector lenders to make affordable loans to financially excluded customers.  [Section 5.36, p 97]

· A new £20 million Hardship Fund to provide grant support to front-line third sector organisations in England that deliver front-line services to the most vulnerable and disadvantaged in society who have been affected by the recession. This is in addition to the funding announced in the Third Sector Action Plan, and will help organisations experiencing cash-flow difficulties due to increased demand.  [Section 5.82, p 105, Section A.95, p 164]
· An announcement that the Government will continue to explore ideas to improve Gift Aid, and has commissioned research into the effect of redirecting higher-rate relief from donors to charities. [Section 5.83, p 105]
· An announcement to consult on the design and functions of a Social Investment Wholesale Bank.  The bank would function as a wholesaler of social investment finance that would aim to increase the supply of investment in the third sector, and strengthen demand for finance and develop the social investment market. [Section 5.84, p 105]
· Further informal consultation on the anti-avoidance rules around substantial donors to charity, and plans to bring forward proposals at the 2009 Pre-Budget Report, with a view to legislating in 2010. [Section 5.85, p 106]
· Consultation with the Charity Commission on ways to bring Common Investment Funds and Common Deposit Funds more fully under the Financial Services Authority’s regulation whilst preserving their existing tax reliefs for charities. [Section 5.86, p 106]

3.  Statements on ‘Public Service Reform’
The Government also renewed its commitment to reforming public services through commissioning:

· The Budget states that the Government will continue to drive forward greater diversity of service provision and increased competition between service providers, thereby shifting the balance of power to service users and giving them greater choice.  [Section 6.6, p 116]
· It also states that there will be an increased focus on the role of the third sector, encouraging community-driven responses to new needs and promoting volunteering and civic participation to help foster strong local communities and reduce social exclusion. [Section 6.6, p 116]
4.  Policy that will affect certain sections of the voluntary sector 
As a result of the recession, there were significant parts of the Budget that will affect many voluntary organisations that work with jobseekers, or in housing-related areas.  There are also a number of measures that will be of interest to environmental groups.  Organisations who provide advice will also want to take note of many of the policy announcement, given the number of initiatives for individuals with particular needs and circumstances, and depending on what kind of advice they provide.

Support for jobseekers
· An additional £1.7 billion for the Department for Work and Pensions to ensure that Jobcentre Plus has the capacity to deliver a personalised service to individuals, on top of the £1.3 billion announced in the 2008 Pre-Budget Report.  The Flexible New Deal (FND) employment programme will also provide dedicated support from an employment specialist to help long-term unemployed move back into work. [Section 5.25, p 95]
· A guaranteed job, training or work placement for all 18-24 year olds who reach 12 months unemployed to ensure no young people are left behind due to long-term unemployment. [Section 5.26, p 95]
Housing

· A further £600 million to increase housing supply, including an extension to the shared equity scheme Homebuy Direct and £100 million of new funding for local authorities to deliver new social housing at higher energy efficiency standards. [Section 5.76, pp 104-5]
· Eligibility criteria for the Mortgage Rescue Scheme, which helps homeowners who experience a temporary fall in income, lose employment, or are otherwise vulnerable to remain in their homes, will be changed so that households in negative equity are not excluded. The Government also announced a £20 million fund to enable local authorities to extend small loans to families at risk of homelessness through repossession or eviction. [Section 5.69, p 103-4, Section 6.10,  p 118]
· The recently launched Homeowner Mortgage Support Scheme defers some of borrowers’ interest payments for up to two years, where this is appropriate to their individual circumstances and subject to suitable independent debt advice, with the Government guaranteeing a proportion of the deferred interest. [Section 5.70, p 104]
Environment

· £100 million additional funding to improve the insulation for 150,000 homes in the social sector through the Decent Homes programme in England. [Section 7.17, p 140]
· An additional £45 million for small-scale renewable electricity and heat technologies, primarily through the Low-Carbon Buildings Programme, which is open to third sector organisations. [Section 7.18, p 140] 
· £25 million in funding for low-carbon community heating schemes, allowing at least 10 communities to benefit from cleaner, locally produced energy. [Section 7.18, p 140]
Advice

· An additional payment alongside this year’s Winter Fuel Payment, worth £100 for households with someone aged over 80 and £50 for households with someone aged over 60 [Section 1.24, p 6]
· An increase to the child element of the Child Tax Credit of an additional £20 a year [Section 5.13, p 91]
· An additional £125 million in 2009-10 and £145 million in 2010-11 allocated to the Social Fund.  Social Fund loans provide interest free credit to vulnerable people, allowing them to meet, and spread the payment of, unexpected costs. [Section 5.35, p 97]
· An increase in the level of statutory redundancy pay, making the weekly rate £380. [Section 1.24, p 7]
· Mortgage Rescue Scheme and Homeowner Mortgage Support Scheme (see Housing, above)
5.  Wider conditions that will have an impact in the future
As noted above, the level of borrowing combined with planned efficiency savings will have an impact, especially on those organisations that deliver services for government or receive other forms of from government.  Changes to the higher rate of income tax may also have an impact on Gift Aid.

· From April 2010 an additional rate of income tax of 50 per cent will apply to income over £150,000, and the income tax personal allowance will be restricted for those with incomes over £100,000 [Section 1.26, p 7]
· £5 billion recoverable value for money savings in 2010-11, raising the 2007 Comprehensive Spending Review (CSR) target from £30 billion to £35 billion, while maintaining in full the allocations planned for key front-line services [Section 1.30, p 7]

· £9 billion in additional efficiencies for the next Comprehensive Spending Review period (CSR 2010), to be achieved by 2013-14. [Section 2.71, p 32] 
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