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TITLE OF REPORT: 
Review of the Environment for a Thriving Third Sector – 

Final Report
REPORT OF:           
Roger Kelly, Chief Executive 

Executive Summary

This report sets out the findings of the Corporate Vitality Overview and Scrutiny Committee’s Review of the Environment for a Thriving Third Sector, carried out in association with Gateshead Voluntary Organisations Council (GVOC). The review investigated the issues faced by the third sector in Gateshead; priorities for the future; and how to build and improve its sustainability in the context of the National Survey of Third Sector Organisations carried out in 2008. The review has produced a set of recommendations to enhance the support to the third sector in order to deliver Vision 2030, “Sustainable Gateshead” and meet the targets within the Gateshead agreement, NI7 “Environment for a Thriving Third Sector”. These recommendations have been developed into an improvement action plan, based on five themes which emerged as priorities from the review:

· Communication, marketing and market shaping
· Commissioning, resources and governance

· Collaborative working

· Career progression

· Campaigning and lobbying.
Report Structure

1. This report sets out the findings of the Corporate Vitality Overview and Scrutiny Committee’s Review of the Environment for a Thriving Third Sector in order to improve and support the sustainability of the sector. The report documents the evidence presented to the Committee and the recommended actions for the future. 
2. The report attached as Appendix 1 includes details of:

· The aim of the review

· How the review was carried out

· Analysis and conclusions

· Recommendations.

Introduction
3. Overall the review found that the third sector is very diverse working across many areas of work. Good relationships have been developed with the Gateshead Strategic Partnership (GSP) and the sustainability of the sector is a priority for the Council and its partners. Five themes for improvement emerged from the review which will enhance the support to the third sector in order to deliver Vision 2030, “Sustainable Gateshead” and meet the targets within the Gateshead agreement, NI7 “Environment for a Thriving Third Sector” and these are highlighted in the recommendations below.
Proposal

4. Corporate Vitality Overview and Scrutiny Committee has gathered the evidence from 15 organisations in the third sector in order to consider views on the current support offered to the sector by the Council and Gateshead Strategic Partnership. The methodology and evidence is presented in Annex 1 of this report.
5.   The third sector in Gateshead comprises a wide range of organisations in terms of size, structures and function. For the purpose of this review the third sector has been defined as voluntary and community organisations and social enterprises.
6.   The National Survey of Third Sector Organisations carried out by Ipsos MORI on behalf of the Office of the Third Sector in 2008 and which provides the baseline for  NI7, “Environment for a Thriving Third Sector”  within the Gateshead Agreement, indicated that 20% of registered charities in Gateshead, which responded, felt that local statutory bodies had a very positive or positive influence in their success. This compares to a national figure of 16%. The total population of third sector organisations in Gateshead surveyed was 472 with 199 responding. 
7. Five themes for improvement have emerged from the evidence presented to Committee. These are presented below with a list of actions in order to achieve these improvements. The overall goal is to achieve the target within the Gateshead Agreement for NI7, which is to build a 5% increase in the number of third sector organisations which feel better supported by the GSP from 20% to 25% by 2011.
8.   The improvement themes and action plan is:

i. Communication, marketing and market shaping
· There should be co-ordinated support available for the sector to compete in the market through procurement training and / or facilitating collaborative tendering. The roles of GVOC, Council service areas (External Funding, Economic Development, Neighbourhood Management, Youth and Community Learning and Community Centres team) and PCT to be brought together and developed as the “Gateshead Offer”, providing clarity on support roles to the sector.

· There should be a clear commitment to, adoption and implementation of the Gateshead Compact across all partners

· There should be support available to develop the communication and marketing skills of the sector to enable organisations to better demonstrate their value and compete in the market.

· There should be raised awareness of the Council’s Community Asset Transfer Strategy and capacity building support provided to organisations wishing to increase their sustainability through managing their own asset.
· A comprehensive register providing information about third sector organisations which work within Gateshead should be developed and made publically available.
ii. Commissioning, resources and governance 
· How the GSP commissions and procures services with the third sector needs to be explored and the development of a GSP commissioning framework in accordance with the Gateshead Compact.
· Funding processes should be aligned to the Gateshead Compact, in particular three year funding agreements with the sector.
· A diverse range of funding, from grants to contracts, should be available to third sector organisations so that the sector can develop, thrive and continue to help the Council and its partners to deliver Vision 2030. The importance of the continuation of grant funding to sustain small organisations which play an integral part in the delivery of social capital within Gateshead is recognised.
· Streamlining funding processes such as reducing bureaucracy and timescales for decision making and notice of funding arrangements.

· The GSP to build knowledge and capacity with service providers of the skills and opportunities within the third sector to deliver public services.
· The appropriateness of strengthening links with Funding Information North East (the regional funding information hub) should be explored to achieve heightened awareness of the range of funding opportunities so that the sector can adapt and diversify its income and assist with its sustainability.
· The availability of appropriate governance, leadership and capacity building advice, support and training.
· As public sector organisations (e.g. Councils) are required to produce financial efficiencies year on year, it will be necessary to ensure that the third sector follows by example, where appropriate.
iii. Collaborative working across all sectors and effective infrastructure to facilitate collaboration and partnerships. 
· Infrastructure to be put in place to enable the third sector to collaborate and network where appropriate.
· Funding options for the sector post 2011 to be explored such as support to develop new consortiums, mergers and collaborative working.
iv. Career progression
· Job creation, learning, skills development and employment opportunities within the sector should be explored.
· Develop Community Development qualifications in line with the Community Development Strategy and national occupational standards.
· Develop and / or deliver qualifications specific to third sector organisation management through the GSP, GVOC and PNE.
· The GSP and third sector to be aware of quality assurance models specific to the sector and where appropriate organisations should strive to adopt one of these models. 
v. Campaigning and lobbying 
· The third sector to campaign and lobby Central Government about the relationships with and the value of the third sector.

9. Corporate Vitality Overview and Scrutiny Committee is recommended to:

· Note the evidence and analysis presented to OSC regarding a thriving third sector.

· Recognise the contribution that the third sector makes to delivering Vision 2030.

· Agree the five strategic improvement areas and key actions.

· Agree that these improvement plan actions form part of the work to progress Vision 2030 Big Idea, Gateshead Volunteers (and to Gateshead Compact in particular) and progress is reported to this Committee with a first report within six months.

· Agree that the Chair of this Committee present the attached report to Cabinet as representing the Committee’s findings and recommendations of the Review.

Annex 1

The aims of the Review

1. The review was designed to gather a range of information that would give Corporate Vitality Overview and Scrutiny Committee a clear picture of the third sector in Gateshead and an understanding of the challenges it faces which will inform future policy. It was carried out in association with Gateshead Voluntary Organisations Council (GVOC).
2. To support this aim the review explored the following:
· Examples of sustainable funding good practice, particularly around business innovation and social enterprise. 

· Ways in which the Council and its partners can assist third sector organisations to become less reliant on grant aid through income generation, fundraising and trading.

· The infrastructure in place in Gateshead to support the sustainability of the third sector.

· Barriers and issues from the sector.

· Models for developing this agenda in order to achieve the improvement target in the Gateshead Agreement of 5% increase in the sustainability of the sector by 2011.

· Opportunities to explore new funding streams.

Definition of Scale

3.  The third sector in Gateshead comprises a wide range of organisations in terms of size, structures and function. For the purpose of this review the third sector has been defined as voluntary and community organisations and social enterprises.
4.  It is difficult to provide an accurate picture of the size of the third sector in Gateshead as the number of smaller voluntary and community organisations is constantly changing. More data is available for those with a more formal structure; for example the recent National Survey of the Third Sector identified 472 registered charities. Gateshead Council’s Economic Development Service provides intensive support to 73 social enterprises which together account for 325 jobs. The current membership of GVOC, made up of groups based in Gateshead or who deliver services in Gateshead, is 364 and this comprises a substantial number of paid workers and volunteers. Anecdotal evidence indicates Sunderland Council for Voluntary Service has a membership list of 250 organisations. These figures can be compared nationally which show in 2006/2007 there were 137,000 general charities, 61,800 social enterprises and 600,000 community groups in England (Ref. The Office of the Third Sector). 
Policy Context

5.  Central Government’s Third Sector Strategy, published by the DCSF in May 2009, highlights the forging of closer partnerships through the Voluntary Sector Compact and financial stability for the sector. The Gateshead Strategic Partnership (GSP) has agreed to refresh its current Compact to ensure it is fit for purpose. Working alongside the Compact will be four strategic themes: Community Development, Volunteering, Funding and Commissioning.

6.
Vision 2030, Gateshead’s Sustainable Community Strategy, sets out six big ideas to help us achieve our vision for Gateshead. One of those big ideas is “Sustainable Gateshead”, which promotes economic prosperity as a building block to the future of Gateshead as well as engagement with communities to deliver locally responsive services. Developing social and community entrepreneurial models will help to encourage sustainability within the third sector.

7.
The National Survey of Third Sector Organisations carried out by Ipsos MORI on behalf of the Office of the Third Sector in 2008 and which provides the baseline for NI7, “Environment for a Thriving Third Sector” within the Gateshead Agreement, indicated that 20% of registered charities in Gateshead, which responded, felt that local statutory bodies had a very positive or positive influence in their success. This compares to a national figure of 16%. The total population of third sector organisations in Gateshead surveyed was 472 with 199 responding. (2011).
8. The Gateshead Agreement identifies NI7, “Environment for a Thriving Third Sector” as a key priority and sets a target to build a 5% increase in the number of third sector organisations in Gateshead which feel better supported by the GSP from 20% to 25% by 2011.

9.
There are currently a number of Council projects underway that support this agenda.

· Pilot asset transfer projects in the south and inner west of the Borough under the Government’s Advancing Assets programme.

· A Community Development Strategy to build capacity within the community sector has been endorsed by cabinet and the GSP.

· The Community Centre’s Development Team is working with community centre management committees to strengthen community centre provision across the Borough.

· Current work around identifying the capacity of the third sector to assist Gateshead Council with the delivery of the choice and personalisation agenda.

· The “Voluntary Sector Think Tank”, designed to develop capacity, exchange good practice and address commissioning issues and which enables the Council and voluntary sector organisations, providing social care services, to exchange and debate emerging issues. 

· Options for developing sustainable funding for the sector are being explored.

· Corporate Vitality OSC, Promoting and Supporting Volunteering review and subsequent action plan.
· Gateshead’s 10 point plan includes the Council’s Economic Development Service investing in and supporting social enterprises.
10.   
The review was undertaken during the downturn in the economy and a climate of particular pressure on services delivered by third sector organisations. Central Government introduced support packages to which Gateshead Council positively responded.
How the Review was carried out - Methodology
11. This report is the result of five evidence gathering sessions as well as the findings from a survey of third sector organisations carried out at the beginning of the review. 

12. During these five sessions the Committee considered and analysed evidence and views from:

· Office of the Third Sector

· Capacitybuilders
· Gateshead Council

· NHS South of Tyne and Wear

· Gateshead Voluntary Organisations Council

· Happy to Help / Teamworks

· Age Concern Gateshead 

· Tyneside Women’s Health

· Renew

· Gateshead and South Tyneside Sightservice

· Gateshead Crossroads

· Gateshead Food Co-op

· Justvisiting.com
· Gamelan at Play

· Tyne United Rowing Club.

13.
Gateshead organisations which responded to the survey ranged from small community groups through to social enterprises. The key conclusions from the survey were that the third sector in Gateshead is very diverse and is involved across many areas of work, with a lot of small community groups working either within a specific area or neighbourhood within Gateshead. Third sector organisations are very grant reliant, particularly Gateshead Council grants. The majority of organisations have experienced difficulties securing funding, particularly for core costs, prior to and over the last twelve months. They consider these difficulties and funding uncertainty to continue over the next twelve months and beyond as funding opportunities decrease and competition for funds increases. Many organisations reported gaps in skills within their management committee which are essential to enable sustainability.
14.      The five evidence gathering sessions were divided into presentations to Committee members on 7th September 2009, 12th October 2009 and 22nd February 2010, a visit to Felling and Dunston and Teams on 16th November 2009 to speak to and gather evidence from a range of larger voluntary organisations and a question and answer session with small or newly established organisations on 11th January 2010.
15.      Throughout the review evidence was gathered through information provided from the key questions which framed the review:

· What are the main issues and barriers facing third sector organisations?
· What can Gateshead Council do to improve its support to the third sector?

· What can partners within the Gateshead Strategic Partnership, for example, Primary Care Trust (PCT), the Police and GVOC, do to improve its support to the third sector?

· What can the third sector do to improve?

· What do Gateshead residents want from the third sector?
· How can organisations develop, grow and become sustainable?

16. At each evidence gathering session as well as within the analysis of the survey, these questions were discussed with council officers and representatives from external organisations. The following paragraphs provide the key points and issues which emerged from the review.
Findings from the Review – Analysis of Evidence 

What are the main issues and barriers facing third sector organisations in Gateshead?
17. Lack of funding and the future funding uncertainty are the most significant barriers to organisations, particularly core funding. There is a lack of capacity within organisations to constantly complete application forms and/or make approaches to companies and individuals to secure funding.
18.
The survey carried out in August 2009, as part of the review, indicated that, apart from funding, the current economic climate had had little impact on organisations. The feeling was that the likely effects would be felt over the next twelve months. 40.1% of Gateshead organisations anticipated a decrease in funding over the next twelve months with 28.1% expecting an increase in the number of service users. By October the Committee were informed that:

· National indications predict that one of the most vulnerable groups of the recession will be smaller organisations with an annual income of up to £150,000. This group makes up approximately 50% of the third sector in Gateshead. 

· Within Gateshead the effects of the recession are now beginning to take hold. Organisations are experiencing a greater negative impact on funding. The demand on services has risen but organisations are unable to call upon extra resources to meet the increasing numbers of service users. The number of people seeking volunteering opportunities has also increased but is countered by the lack of capacity of organisations to provide additional volunteering opportunities.
18. Training, greater knowledge and confidence is required by organisations to enable them to secure more sustainable funding and for management committees to steer organisations effectively.
19.
Those organisations which were newly established reported a lack of prior experience of working in the sector and how it operates.
  There was no information available as to where to go for appropriate support and funding advice. Word of mouth seemed to be the only mechanism for finding out about support agencies.

20.
There are particular issues around receiving advice and support from the most appropriate agencies as to the best legal structure for an organisation as well as their legal obligations such as licences and VAT.
What can Gateshead Council do to improve its support to the Third Sector?
21.
The Committee was informed that the Council should be encouraged to continue its open and positive approach to working with the third sector. Third sector organisations which provided evidence to the Committee felt that a good working relationship with the Council is important to provide a climate for sustainability.
22. The Council should have an awareness that social enterprises and mergers are not always the best way to deliver services. Organisations need to have the most appropriate model relevant to their aims.
23. It should support the sector to compete in the market, within procurement regulations, through procurement training and/or by facilitating collaborative tendering.

24.
The Committee was informed that the Council should continue to bring together partnerships to work together strategically as this is currently very useful.
25.
There needs to be a greater awareness of services offered by the third sector and what it can realistically provide. Committee members felt that there was no comprehensive resource available providing information about third sector organisations which exist in Gateshead.
26.
The Committee heard evidence that highlighted the Council’s role in assisting the sector to prepare for the personalisation agenda through support and discussion.
27.
It would be beneficial if the Council facilitated the awareness raising of services and products, particularly of new groups, to those communities that would benefit from them.
28.
A lot of evidence demonstrated that the Council should simplify the processes involved in accessing funding, speed up decision making and improve communication of those decisions. Third sector organisations need notice about funding arrangements which impact on annual plans. A diverse range of funding, from grants through to contracts should be made available to assist the third sector to develop, thrive and continue to help deliver Vision 2030. There should be recognition of the importance of grant funding to sustain smaller organisations which play an integral part in the delivery of social capital within Gateshead.
29.
There should be greater awareness that many individuals involved in third sector organisations are volunteers who have full time jobs. Consequently, meetings should be arranged outside of normal working hours.
What can partners within the Gateshead Strategic Partnership, for example PCT, the Police and GVOC, do to improve its support to the Third Sector?
30.
Third sector organisations informed Committee members that there should be closer joined up working between agencies in order to support the sector. For example there needs to be greater clarity of roles and responsibilities between GVOC and the Council as to who provides what support and to whom, particularly in the case of Community Interest Companies (CICs). At present there is some confusion which is resulting in time delays for organisations which impact both on the establishment of organisations and accessing funding. It is important that there is a strong, cohesive infrastructure within Gateshead to provide ongoing support and build the capacity of the sector.

31.
Key challenges for organisations include preparing for contract opportunities. The Committee received evidence that the GSP has a role in supporting the sector with these issues. For example the PCT presently provides very good support and advice to organisations within the health field. 
32.
All partners should adhere to the Compact to develop good, consistent working relationships across voluntary and statutory sectors.
33.
Funding processes should be simplified around accessing funding, speeding up decision making and improving communication of those decisions. Longer funding agreements (3 years) are required to increase stability, capacity and quality. 
34.
The Committee received evidence which suggested that partners should harmonise the messages coming from social care funders and health funders to the third sector e.g. around quality assurance, monitoring, personalisation etc. Consideration should be given to how services from the third sector are commissioned and procured. Including, more realistic timeframes for tendering processes to enable the development of partnerships both between third sector organisations and also across sectors.
35.
Evidence was provided during the visits that supported the encouragement of joint working around young people not in employment, education or training (NEETs) to help improve retention rate.
36.
There should be greater awareness of services and benefits provided by third sector organisations. The professionalism of the third sector should be recognised so that the sector can demonstrate what it can do to help GSP members.
37.
Third Sector organisations require access to a range of services and infrastructure support from appropriate agencies to facilitate collaborative working across sectors. It was felt that the GSP could particularly advocate corporate social responsibility to the private sector.
38.
The Committee heard evidence that it would be useful for start up funding to be provided for innovative service provision as well as crisis funding or in kind support particularly during recession periods when organisations are especially vulnerable.

39. The Committee received evidence that the third sector organisations felt that the GSP had a role to play in influencing central government about relationships with and value of the third sector.
40. The NHS South of Tyne and Wear provided evidence to the Committee about how they work with the third sector. 
· They explained the work of the Third Sector Steering Group which has been established to progress the development of third sector commissioning, develop a tool which enables decisions to be taken as to whether a grant or contract is the most appropriate funding source and reviews grant systems to ensure they are fair and transparent.
· There is an ongoing process of learning and a need to grow its relationship with the sector.

· Support is provided to build the capacity of organisations so that barriers to participating in procurement are identified and minimised.
· As well as delivering defined outcomes and providing value for money, the future sustainability of an organisation is built in to contracts.

What can the Third Sector do to improve?
41.
All third sector organisations which provided evidence reported that more partnership working and networking opportunities will provide opportunities to assist with their sustainability and also help to ensure that there is less duplication of work across Gateshead.
42.
The Committee received evidence that in the present funding climate and as good sustainable working practice, the sector needs to diversify its income, especially unrestricted income, including generating income, trading at affordable prices and commercial activities.
43.
It was felt that the third sector should better demonstrate its value to GSP partners and Gateshead residents, for example, through achievements of Gateshead Agreement targets, better marketing and publicity.
44.
There is a degree of isolation between third sector organisations. There is a need for infrastructure support to facilitate effective networks to bring together organisations so that there is more collaboration and sharing of resources. In addition robust governance, management structure and development support is sometimes required. 
45. 
The Committee was informed that it would be useful to develop a climate whereby third sector organisations could invest in assets and buildings to enable expansion.
46.
The sector needs to try to increase the number of volunteers in order to spread the workload and involve more individuals in the core work of organisations.
What do Gateshead residents want from the third sector?
47.
Evidence was gathered which demonstrated that Gateshead residents require services delivered by the third sector to be accessible, that is it should have a central location, suitable opening times, limited waiting times. These services should be of a high quality which they can trust and have funding security to continue.
48.
Third sector organisations need to be responsive and flexible to demand. That is the right service and support at the right time, when and where it is needed.
How do organisations develop, grow and become sustainable?
49.
Evidence suggested that the third sector requires a clear focus about what it wishes to achieve if it is to be sustainable. They also need to have the flexibility and adaptability to grow in response to community and market demand and specialise as and when required.
50.
The sector needs to be able to adapt to a diverse range of funding opportunities, including generating income, trading at affordable prices and commercial activities so that it becomes sustainable and not reliant on one source of funding.
51.
Organisations would benefit from support from partners across the public and private sectors as well as joint working around job creation, learning, development and employment opportunities; for example, working with further education institutions, offering NVQ’s within the intermediate labour market.
52.
It is important that there should be infrastructure support across GSP partners and clarity as to the nature of support which can be provided and by whom e.g. legal, human resources, finance etc.
53.
It is vital that third sector organisations adopt the correct legal structure (e.g. charitable status) and have effective governance to enable both sustainable working and funding. It was felt by organisations which provided evidence that there is a requirement for robust support around this area to ensure the foundations are in place which allow organisations to develop and grow accordingly.
Emerging Themes
54.
Five key themes for improvement have emerged from the evidence gathering sessions and these will inform an improvement plan to be taken forward from this review. The emerging themes are that Gateshead Council, the GSP, Third Sector and users have a responsibility for:

· Communication, marketing and market shaping - providing the flexibility for the third sector to grow and expand in response to community need and the availability of governance and capacity building advice, support and training.
· Commissioning, resources and governance – including, how the GSP commissions and procures services with the third sector; funding policies and processes, reducing bureaucracy and timescales for decision making and notice of funding arrangements and the recognition of the importance of the continuation of grant funding. As public sector organisations (e.g. councils) are required to produce financial efficiencies year on year, it will be necessary to ensure that the third sector follows by example, where appropriate.
· Collaborative working across all sectors and effective infrastructure to facilitate collaboration and partnerships. Specifically what infrastructure GSP can put in place to ensure the sector is supported to provide quality services and these are monitored accordingly.
· Career progression - job creation, learning, skills development and employment opportunities within the sector. The recognition of the professionalism of the sector.

· Campaigning and lobbying - influencing Central Government about the relationships with and the value of the third sector.
	Contact : Lindsay Murray                                                                                  ext 2794
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