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EXECUTIVE SUMMARY
Community Transport Best Practice

This report was commissioned as part of the project to develop the Community
Transport Strategy for Worcestershire. It sets out examples of best practice within
the Community Transport arena and draws on these to help shape the future
strategy for this element of Worcestershire’s passenger transport network. The
Best Practice Report will form a vital input to the definition of the Integrated
Passenger Transport Strategy.

Community Transport is a vital component of the Integrated Passenger Transport
Strategy as it provides an important passenger transport resource, which, if well
planned, complements other services provided by, for example rail and local bus.
In so doing Community Transport helps to provide and enhance passenger transport
accessibility in geographic areas (such as deep rural areas) and for particular
market sectors (such as the mobility impaired) which other passenger transport
modes find difficult to serve.

The effective use of Community Transport and the developments of these schemes
should be used to contribute towards an effective, deliverable passenger transport
network for Worcestershire, which will meet the diverse needs of its residents.

Community Transport schemes seek to meet local passenger transport needs on a
non-profit-making or social enterprise basis, often involving large numbers of
volunteers. A wide range of transport services can be classified as ‘community
transport’. These include, for example:

o Car-sharing and vehicle-pooling schemes

o Minibus operations, including fully accessible vehicles

o Partnership work between operators to provide ‘feeder’ services to the
wider passenger transport network

o Ferry or train services which are promoted by a community organisation

. Door-to-Door Transport!

This best practice report examines the current climate of Community Transport in
Worcestershire and the areas of potential development, drawing on examples of
best practice elsewhere within the sector across the country. Based on the
research a series of recommendations have been made on how to best shape the
Community Transport strategy as part of the over-arching Integrated Passenger
Transport Strategy.

The following sections summarise the key recommendations on the Community
Transport Strategy to be included within the Worcestershire Integrated Passenger
Transport Strategy.

1 .. . .
Enterprising Approaches to Rural Community Transport Research Report and Outline Development Programme
http://www.plunkett.co.uk/communitytransport/Resources/transport.pdf



Social Enterprise
Social Enterprise is defined as:

“a business with primarily social objectives whose surpluses are
principally reinvested for that purpose in the business or in the
community rather than being driven by the need to maximise profit for
shareholders and owners.”?

There is considerable potential for Community Transport Operators
(CTO’s) to adopt a more enterprise-based focus as a way to increase
their financial sustainability, and thereby better achieve their social
goals. A social enterprise approach can be mutually beneficial to the
public and community transport sectors as a move from annual grants to
multi-annual service contracts can aid long-term planning and create
closer links between funding and delivery targets. This approach can
enable some CTOs to provide more services to users for the same level
of public sector subsidy.

Recommendation

The social enterprise approach should be considered, where
appropriate, as a method to more effectively and efficiently
deliver community transport services.

Working in partnership with local authority, particularly in relation
to operating services under contract to them, can increase a CTO’s
viability as a social enterprise.

CTOs operating as social enterprises often need continuing support
from their local authority in the form of both funding and advice.

Social entrepreneurs can be key to ensuring the success of a social
enterprise.

Partnership Working

It is essential that any strategy addresses positive partnership working
and promotes this not only between the Authority and local Community
Transport schemes but also between the schemes and external
organisations with shared goals and social targets.

Community Transport schemes rely on funding from a variety of sources
and by working in partnership with a variety of organisations enable
them to grow and develop within their communities. This requires
Community Transport Operators (CTO’s) to be successful in partnership

2 DTI Social Enterprise Unit, “Strategy for Success” 2004



working with these other organisations and funding bodies. In this
section we will be looking at examples of successful partnerships within
the Community Transport sector and how this can be related back to
Worcestershire and it’s development of a Community Transport Strategy.

Recommendation

At present Community Transport schemes in the county are
generally independent of one another and while they interact at a
local forum level do not have this unified approach to their
operations. This would require a sharing of resources and
recognition of shared interests across the County rather than the
current more localised approach. Through a joint approach to
common problems resources that are shared will allow greater
development possibilities within both the local view of the schemes
and countywide approach of a Community Transport strategy.

By working in partnership with other organisations with similar
strategic goals and objectives a more unified approach can be made
to tackling collective issues. Instead of separate organisations
trying to achieve the same goals individually a more collective
approach can have greater outcomes for all. The Community
Transport Strategy should encourage this, not only with
partnerships between the County Council and local Community
Transport Schemes, but with the Health Authority and other local
agencies with similar strategic objectives and, importantly, funding
opportunities.

Funding

Sustainable funding is a key issue for all Community Transport schemes.
How we manage our funding streams to these schemes impacts greatly
on their success or failure and their ability to meet Worcestershire’s
integrated passenger transport objectives. This section examined the
funding available within the voluntary and community sector. By looking
at examples of best practice, through the Best Practice in Grant Funding
Report commissioned by Worcestershire County Council as part of its
Shopping, Investing and Giving programme funding opportunities will be
identified.

The County Council corporately is changing the way it funds the
voluntary sector and this will have a change on the way Community
Transport schemes are funded in the future. The traditional one-year
grants are now being adapted to three-year strategic grants to help both
Voluntary and Community Schemes have more stability and development
opportunities and the Authority to meet it’s strategic objectives.
Funding in this area can be both locally based and from National income



streams therefore Community Transport Schemes should be encouraged
to look at all possibility’s for funding their schemes with the County
Council as a key partner.

Recommendation

The key funding recommendation is to develop the existing
funding arrangements in line with the corporate policy for funding
the Voluntary and Community Sector. By ceasing the rolling 12
month grant scheme and moving towards strategic grants over 3
years it will allow greater development and opportunity for
schemes in line with the strategic vision of the County Council.

These 3-year grants will be awarded with increased expectations
on the Community Transport Sector and the County Council will
want greater emphasis put on areas of development such as:

o] Quality of services

o] Types of vehicles

o] Driver Training provided

0 Greater Integration with mainstream public transport
services

o] Development of modern ticketing systems

o] Increasing passenger information

There are areas that are also in line with other parts of the
Integrated Passenger Transport Strategy and can demonstrate this
joined up approach across the passenger transport services. Part
of this vision is to increase the ability to realise best value from
the grants that are awarded.

Integration

Community Transport strategies and policies of the Local Authorities
studied, all recognise that Community Transport is part of a wider
passenger transport network, and cannot and should not be considered
in isolation. The majority of passenger transport journeys will continue
to be made by conventional scheduled services, provided by the
commercial sector.

It is a statutory duty of the County Council to co-ordinate services thus
where possible avoiding duplication with parallel services, which will
maximise the use of resources both in terms of vehicles and funding.

Through the area review process and accessibility mapping
Worcestershire County Council will be able to evaluate and plan the
network as a whole, and then identify how these accessibility levels can
be achieved using the whole spectrum of passenger transport available.



The other sub-strategies must fully consider the role and needs of
Community Transport.

Recommendation

Community Transport is recognised as part of the Integrated Transport
Network for Worcestershire.

There should be co-ordination between schemes to increase
effectiveness and efficiency, and to ensure a fair and equitable service
across the County.

The needs of Community Transport users and operators are given full
consideration when formulating other Strategies and Policies and when

their recommendations are implemented.

Information Technology

Providing transport services that respond to the needs of our
communities, whilst balancing costs and service quality, is an ongoing
challenge for many planning, funding, and service delivery
organisations. Information Technology (I.T.) is crucial to the
development of any Community Transport Scheme in the present day. IT
systems can help automate many tasks - including client registration,
trip booking, route planning and general daily administrative tasks to
help improve business and operational processes.

IT systems can be used to help schemes with their scheduling,
dispatching and performing ‘what if’ scenarios that are key functions
that help deliver services and manage costs.

Recommendation

Through partnership working IT should be used to develop
Community Transport schemes and look to optimise
opportunities operationally, financially and administratively. It
is recommended that such systems be introduced across the
Community Transport sector in Worcestershire in partnership
with both the local districts and the County Council. Through
partnership the appropriate systems can be identified, sourced
and managed with less problems and increased chances of
success than individual schemes trying to implement systems
individually.




Summary

Throughout this and the attached reports there are several examples of
best practice within the area of Community Transport that should be
considered in developing a Community Transport Strategy for
Worcestershire.

These recommendations should be used in consultation with other
passenger transport officers within the County Council. Community
Transport Schemes affected by such a strategy and other interested
parties to help shape the strategy in a unified way.

To help achieve this our final recommendation is for the County
Council itself to commit to recruiting a dedicated Community
Transport Officer. This will facilitate Community Transport
schemes in achieving the recommendations and act as a liaison
between the sector and both internal departments and external
agencies.

The areas looked at within this report should not limit the development
of the strategy to these specific areas but are here to contribute
towards its overall development. It is understood that through
consultation other areas of development, and indeed other priorities
identified elsewhere in the Integrated Passenger Transport Strategy,
may be highlighted as important to developing an effective Community
Transport Strategy for Worcestershire.

Vi
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INTRODUCTION

This report was commissioned as part of the Integrated Passenger Transport Strategy
to identify best practice within the national area of Community Transport so that it
can be incorporated into the development of a Community Transport Strategy for
Worcestershire. The purpose of the Community Transport Strategy is to ensure that
the County Council, external agencies and communities develop a co-ordinated and
collaborative approach to community and voluntary transport.

The key role of the County Council is as an initiator and promoter of community
transport  improvements in  partnership  with  Community  Transport
Schemes/Operators and other stakeholders. Many schemes are only viable if the
wider transport, social and economic benefits are taken into account. As these
benefits do not have a cash value for the community transport sector, an element of
public funding will be essential if these schemes are to be delivered. Many
communities would not survive if community transport didn’t exist and therefore the
County Council will seek to support community transport provision across the
county.

The Methodology, set out in Section 2, outlines the aims of this research project and
the definitions of best practice. This section also includes the Policies and Guidance
Underpinning Best Practice, including national targets and conceptual and strategic
processes.

Section 3 outlines the Definitions of Community Transport as a brief guide and
background.

Section 4 examines the legislation within which Community Transport currently
operates.

Sections 5-9 look at the examples of best practice that will help shape the overall
Community Transport Strategy, as part of the Integrated Passenger Transport
Strategy. This will look at the development of areas within social enterprises,
partnership working, participations and perceptions of Community Transport
schemes and funding opportunities available both locally and nationally.

Section 10 looks at the recommendations gained from the research and analysis of
best practice, which are deemed appropriate to be considered for inclusion in a
Community Transport Strategy for Worcestershire.
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METHODOLOGY

A plan was generated to research Community Transport Schemes across the country.
This will include policies and strategies used by other local authorities and schemes
in operation both independently and in partnerships from around the country.

The research will concentrate on areas of best practice in other Local Authorities
policies and strategies and operational Community Transport Schemes across the
country. By drawing on the experiences of others and seeking examples of best
practice in respect of the main areas of research we will help shape the strategy for
Community Transport in Worcestershire for the future and as part of the overall
Integrated Passenger Transport Strategy.

The main area’s of research will look at best practice within the market place and
opportunities available within these areas;

o Development of Social Enterprises in the Community Sector
o0 Improving Partnership working

o Improving participation and perceptions of schemes

o Funding opportunities

The only parameter to this research is that the best practice should, ideally, be
from a local authority-type organisation, but not restricted to ‘Shire’ county
councils, and Community Transport Scheme’s currently in operation across the
country. Best practice can and should be researched from all types of local authority
and Community Transport Schemes both in the UK and abroad (if appropriate). This
should also include current partnerships between Community Transport schemes and
other public or private sector organisations.

The following report is therefore designed as a guide to how we can shape the
future of Community Transport in Worcestershire. This is to be created in
consultation with both the Community Transport Sector in Worcestershire and any
other interested parties, both internally to the Authority and externally.
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3.1
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3.3.1

3.3.2

3.3.3

3.3.4

3.3.5

DEFINITIONS OF COMMUNITY TRANSPORT

Community Transport (CT) is a term that can be used to describe a wide range of
transport solutions usually formed by a community to meet specifically identified
needs within that community. It is generally run by the voluntary sector on a ‘not
for profit’ basis and is often linked closely with the government’s social inclusion
agenda.

As the requirements of each community differ an unconventional and innovative
approach is often needed to form solutions, and although studying other projects
can be helpful in gaining knowledge on CT it is important not to be constrained by a
single approach.

Current Types of CT in Worcestershire

Door to Door: Often referred to as Dial a Ride, and needs to be pre-booked by
individuals who become members of the organisation providing the transport. The
service provides individual members with door to door transport either using
minibuses or cars (see Community Car Schemes) and can be used for a number of
trip purposes.

Community Bus Services: Minibuses operated by volunteers and paid drivers serving
regular routes to published timetables. They are available to all members of the
general public. They also operate a variety of other journeys to address local needs.

Minibus Group Travel: Vehicles owned by community groups are made available to
other local organisations for low cost hire. Can be used for a number of different
purposes, including leisure, education and sport.

Community Car Schemes: An organised form of lift giving where volunteers use their
own cars to provide door-to-door journeys for people without transport. Passengers
are charged a rate per mile for their journeys to cover drivers’ costs.

Wheels to Work: Providing a low cost moped to allow people over 16 to access work,
training or education.
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4.1

4.1.1

4.1.2

4.1.3

4.1.4

4.2

4.2.1

LEGISLATION REGULATING COMMUNITY TRANSPORT

See www.communitytransport.com

Driver Licensing - DfT & DfES Incidental Driving

Driver Licensing - Minibuses

Minibus Management - Minibus to Europe

Advice note: Section 19 of the Transport Act 1985 (below)

Section 19 of the Transport Act 1985
Providing Services To Isolated Communities

Current advice in the guidance booklet *Passenger Transport Provided by Voluntary
Groups under the Section 19 or 22 Permit System’ (PSV 385) is that section 19
services can only be used to provide transport to the people whom the organisation
serves - i.e. they must come within the classes of passenger that are specified on
the permit. For example, a vehicle operated by a Scout Group could only carry
Scouts or persons associated with them (e.g. parents or helpers). The vehicle could
not carry those who had no association with the Scouting activity (the general
public).

However, DfT lawyers have advised that a section 19 service could serve, for
example, the residents of a village or other isolated community (i.e. those in a
defined geographical area) who did not have access to their own private transport -
without violating the ‘general public’ provision at section 19(2)(b) of the 1985 Act.
The fact that they must satisfy two restrictive conditions (being resident in a
specific place or places and not having access to private transport) would exclude
them from the definition of ‘general public’ as outlined above.

This would allow, for example, a local authority to fund a transport club for those in
specified communities who, as a condition of membership, did not have access to
private transport. It would of course be for the permit holding body to make
adequate arrangements to ensure that the membership properly met the criteria -
perhaps via a signed application. A person would meet the criteria, say, if he or she
did not own a car or have frequent and convenient access to one. Someone who just
happened not to have the use of a vehicle on a particular day would very likely not
meet the criteria but some element of discretion would be permissible - in the event
of an emergency, say.

Such a service would be possible using a Class B or E permit, as defined in Regulation
5 of the Minibus and Other Section 19 Permit Buses Regulations 1987 (SI 1987/1230).
A copy can be found at:
http://www.legislation.hmso.gov.uk/si/si1987/Uksi_19871230_en_1.htm

Commercial Sponsorship

Also under section 19(2)(b) of the 1985 Act, a permit bus cannot be used ‘with a
view to profit nor incidentally to an activity which is itself carried on with a view to
profit’. In 1994 it was advised that a vehicle carrying commercial advertising would
not meet the requirements of section 19(2)(b). However, sponsorship deals are
common these days and lawyers have now clarified that it is the relationship
between the permit bus operation and the sponsor that must be taken into account
when deciding whether the requirements of section 19(2)(b) are met.

7


http://www.communitytransport.com/

4.2.2

4.2.3

4.2.4

The purpose of section 19 as a whole is to enable certain types of non-commercial
service to be operated without the need for an operator’s licence. Subsection (5) is
inserted to prevent its circumvention by people in effect operating a service for
their own direct benefit. Thus, a section 19 service supported by, say, a
supermarket, could not provide a service to the store because, to précis the Act, the
use of the bus would be incidental to a profit-seeking activity. However, other types
of sponsorship unconnected with the operation of the vehicle may not violate
section 19(2)(b). Examples would be a vehicle supplier or manufacturer donating
vehicles in return for the operator carrying their sponsorship details on the vehicle,
or a vehicle carrying general advertising (e.g. of commercial products) unconnected
with its operation. In both cases, the operation of the permit vehicle is independent
of the sponsors or advertisers, who only gain a fringe benefit from the display of
their name or advertising message.

For further clarification, please note that the rules on section 22 permits contain no
restrictions on the use of commercial sponsorship or advertising.

Possible funding sources

Volunteers
Fares
Sponsorships

Worcestershire County Council
Bus Services Operators Grant
Help the Aged

Advantage West Midlands
Business Link

Rural Enterprise Scheme
Learning and Skills Council
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5.1

5.2

5.2.1

5.2.2

5.2.3

5.3

5.3.1

SOCIAL ENTERPRISE AND BEST PRACTICE
Definition

“A social enterprise is defined as a business with primarily social objectives whose
surpluses are principally reinvested for that purpose in the business or in the
community rather than being driven by the need to maximise profit for shareholders
and owners.”?

Why Pursue the Social Enterprise Route?

Social Enterprise is increasingly recognised as a particularly suitable method of
providing certain services to communities. The combination of using business
solutions, with a particular understanding of the requirements of local communities
and the desire to contribute positively to society gives Social Enterprise a valuable
role in helping create a sustainable and socially inclusive economy.

Successful social enterprises can:

0 Help to drive up productivity and competitiveness

o Contribute to socially inclusive wealth creation

o Enable individuals and communities to work towards regenerating their local
neighbourhoods

0 Present innovative ways to deliver public services

o0 Help develop an inclusive society and active citizenship

There is considerable potential for community transport operators to increase their
financial sustainability, and thereby better achieve their social goals, by adopting a
more enterprise-based focus. A social enterprise approach can be mutually
beneficial to the public and community transport sectors as a move from annual
grants to multi-annual service contracts can aid long-term planning and create
closer links between funding and delivery targets. This approach can enable some
CTOs to provide more services to users for the same level of public sector subsidy.

Examples of Best Practice

The following examples of best practice have been identified to support this report:
Manningtree Community Transport (MCT)

Activities: Demand responsive shopping trips and group hire

Fleet: One 16-seat accessible minibus

Turnover: ¢ £5,000 per annum, 83% from “trading’ activities

Personnel: 20 volunteers

Business model: The minibus was acquired as a result of a successful fundraising
application to the lottery and a local primary care trust. Some funds are set aside
for the replacement of the vehicle, although these would not be sufficient to

replace it at the end of its working life. Further fundraising for a new vehicle at a
later date will therefore be necessary. The running costs of the minibus are
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financed from fares and hire charges. As the drivers and committee staff are
volunteers the only costs are fuel, maintenance and office costs.

Future Plans: The organisation is not looking to change or expand their current
operations other than to find more evening and weekend work for the vehicle. The
main barriers to making use of the vehicle at these times are the availability of
volunteer drivers and the lack of advertising and promotion for these services.

Evaluation: This business model would be fairly easy to emulate as it is on a small
scale and does not have high running costs. It is worth noting that this organisation
does not wish to expand, other than by further utilisation of the vehicle.

5.3.2 The Villager Community Bus Service (VCBS)

Activities: Demand responsive shopping trips, group hire and school contracts
Fleet: Four 16-seat accessible minibuses

Turnover: ¢ £30,000 per annum, 84% from “trading’ activities
Personnel: 32 volunteers

Business model: The minibuses were purchased with grant funding, but fares from
passengers make a contribution to a vehicle replacement fund, as well as being
sufficient to cover running costs. Opportunities are also sought to obtain further
grants to co-finance the contributions from their own reserves for vehicle purchase
and both Oxfordshire and Gloucestershire County Councils have provided regular
support. The buses are also hired for group or private use as a further contribution
to income. The organisation also operates two regular schools contracts for local
authorities.

Future Plans: This organisation does not wish to grow in size as they consider they
are successfully providing the service they set out to. They do not wish to take on a

10



5.3.3

5.3.4

more commercial approach as they value the relationship they have with their
customer base and do not wish to jeopardise that. They also believe they would
encounter issues in trying to recruit more voluntary staff.

Evaluation: The business model relies greatly on the contribution from volunteer
time from both drivers and administrative staff. That opportunities to obtain
further grants are pursued suggests a social entrepreneurialism within the
organisation, although they do not wish to expand their operations further. It is also
worth noting that this CTO operates contracts for the local government.

This is a particularly poignant model for Worcestershire due to the County’s rural
character and lack of funding for services that have a high subsidy per passenger,
which frequently entails those that serve rural villages.

Ribble Valley Community Transport (RVCT)

Activities: Demand responsive transport, dial-a-ride and school contracts
Fleet: 5 vehicles

Turnover: ¢ £111,000 per annum, 60% from trading activities

Personnel: 3 paid staff, 5 volunteer drivers

Business model: This CT scheme was initially grant dependent, but put increasing
focus on income generation through a combination of fares and contracted services.
It is now a Community Interest Company. It is estimated that around two-thirds of
its income principally derives from charges for demand responsive transport services
and the operation of schools contracts, under a newly acquired PSV Operators
licence. In recent years the organisation has begun to tender for local authority
transport contracts with some success, and has recently been awarded a new
service-level agreement for the provision of dial-a-ride services.

Future plans: They see the need to earn a trading surplus as a necessary way of
investing in the organisation and increasing its services. As such they do not have an
issue with increasing charges to users, although the main source of funding is
expected to come from contracts operated for local authorities. It expects to
become a fully-fledged social enterprise within the next 12 to 18 months, depending
on the rate at which it secures new contracts. They also plan to increase their
marketing activities.

Evaluation: This example is included to illustrate how a CTO can work in partnership
with local government to achieve social enterprise status, although it may need time
to achieve this goal. This organisation also demonstrates a positive attitude to
social enterprise and to future growth.

Community Transport for the Lewes Area (CTLA)

Activities: Dial-a-ride and school transport services.

Fleet: 16 accessible minibuses

Turnover: ¢ £200,000 per annum, 60% from “trading’ activities

11



Personnel: 22 part-time paid staff

Business model: The organisation received grant funding from the Countryside
Agency until the end of 2005, which was supplemented by income from passenger
fares and services delivered under contract. Their income now derives from
operating four contracts for local government (six school runs and dial-a-ride
services in the Seaford and Lewes areas), won following competitive tender
processes. Income from the contracts themselves is supplemented by charges to
customers, which vary depending on the required funding shortfall.

The organisation does not use volunteer drivers, having found that there is a willing
pool of drivers prepared to work flexibly on relatively low wages to supplement
other income sources. It regards social enterprise as a necessity for its survival.

Future plans: The organisation views the social enterprise approach as a necessity
to its survival. Its aim is to ensure efficient usage of its current fleet, rather than
growing in capacity or geographical terms. There is concern within the organisation
that future bidding for local authority contracts will be more competitive and as a
professionally staffed operator they face a threat from volunteer-run CTOs and
private taxis drivers.

Evaluation: This CTO is interesting for the fact that it does not employ any
volunteers. This does however seem to be of concern to them as they believe it will
adversely affect their future attempts at tendering for LA contracts.

5.3.5 An Example of Support For Community Organisations in Worcestershire

The Re-use and Recycling Forum was formed in 2005 and is a sub group of Partners
for Social Enterprise. Its members are organisations who work for the benefit of
local communities, some of which could be defined as social enterprises. It is
headed and organised by WCC staff members, as many of the organisations involved
do not have the resources to take on the responsibility.

Although the individual members of the Forum may have specific aims relevant to
their local communities or the work they do, the Forum as a whole has several,
which if successful could prove to have multiple benefits to communities in
Herefordshire and Worcestershire. The Forum aims to:

e Improve the quality of life and offer opportunities for people in the
community, particularly those in disadvantaged circumstances.

e Protect the natural environment through the provision of high standard re-use
and recycling services.

e Support and facilitate the development of re-use and recycling projects in
Herefordshire and Worcestershire by working with one another, local
authorities and other interested bodies.

The members of the Forum do not receive grant subsidy from WCC, but a credit
scheme is in place from which organisations can claim for waste items collected.
They also receive help with marketing and the facilitation of events for networking.
The WCC staff that are involved with the Forum believe that both the credit scheme

12
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5.4.1

5.4.2

5.4.3

5.4.4

5.5

and the marketing that is offered to the organisations is both hugely important to
the success of the organisations and also to the success of the Forum.

Social Entrepreneurs

The School for Social Entrepreneurs (2004) defines a social entrepreneur as
“someone who works in an entrepreneurial manner, but for public or social benefit,
rather than to make money. While entrepreneurs in the business sector identify
untapped commercial markets, and gather together the resources to break into
those markets for profit, social entrepreneurs use the same skills to different effect.
For social entrepreneurs, untapped markets are people or communities in need, who
haven’t been reached by other initiatives.”

From consultation with individuals, both internal and external to WCC, who have
dealings with social enterprises, it is clear that social entrepreneurs can have a
profound impact on whether a social enterprise is successful. For a CT scheme to
pursue a social enterprise route it will be necessary for them to have someone in
their organisation (a staff member, volunteer or trustee) with an entrepreneurial
approach.

The School for Social Entrepreneurs suggests the characteristics of a social
entrepreneur are similar to that of a business entrepreneur; *“they build something
out of nothing. They are ambitious to achieve. They marshal resources - sometimes
from the unlikeliest places - to meet their needs. They are constantly creative. And
they are not afraid to make mistakes.”

A social entrepreneur is willing to look for creative and innovative ways of providing
income, emphasising their assets and unique selling points.

Support Available From Outside Sources

Chamber & Business Link has two Business Advisers as well as a Social Enterprise
‘champion’

Community First provides support for social enterprise through a variety of
projects, including the Rural Transport Project.

Local Development Agencies, of which there are 6 in Worcestershire, provide
support to social enterprise schemes.

Oldington & Foley Park Community Network, a social enterprise itself, provides
mentor support to other social enterprise projects.

13
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6.1.1.

6.1.2

6.1.3

6.1.4

6.2

6.2.1

6.2.2

6.2.3

PARTNERSHIP WORKING
What is a partnership?

Partnership can be formed between a number of individuals, agencies or
organisations with a shared interest. There is usually an overarching purpose for
partners to work together and a range of specific objectives.

Partnerships are often formed to address specific issues and may be short or long
term. The key principles of partnership working are, openness, trust and honesty,
agreed shared goals and values and regular communication between partners.

Any strategy that is developed for the Community Transport Sector as part of the
Integrated Passenger Transport Strategy must be used to enhance and develop
partnerships at work to the benefit of all parties. The partnerships between the
individual schemes, the County Council itself and other organisations with shared
interests and goals.

Community transport schemes need to be successful in their partnership working as
this enables continued funding and development opportunities for the schemes to
grow and continue to operate. Partnerships and partnership working can be as
simple as how Community Transport schemes manage their relationships with their
immediate funding bodies to further cross working with other schemes or in
partnership with organisations to achieve a common goal.

Community Transport Gloucestershire (CTG)

“Community Transport Gloucestershire (CTG) is a registered charity and acts as an
umbrella body for 27 Community Transport providers. The most recent figures have
revealed that nearly a quarter of a million passengers were carried last year
including 17,000 wheelchair users.

Almost 700,000 miles are travelled annually in car share, dial a ride, minibus and
hospital transport schemes in the county. This level of service has been delivered by
500 volunteers and only a handful of paid employees.”

Figure 6.1 below shows the vision for this type of structure in Gloucestershire, the
aim being that the type of structure below will be fully in place and operational by
2011 to help enhance the achievements already made by CTG.

Through such a structure Community Transport schemes are working together and
are able to benefit from each other’s experiences, knowledge, information and
support services. This also means that they are better placed to source additional
funding opportunities for the group as a whole as opposed to just for smaller
individual schemes through the combined resources they have at hand within this
partnership. Funding can be sourced across the range of services offered within this
group of schemes and divided by the group to the areas of need within it.

1.WWW.pt.communitiesscotland.gov.uk/stellent/groups/publiclcﬂ)cuments/webpages/cs_011419.hcsp



Figure 6.1 - Community Transport Gloucestershire: Vision
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North Cornwall Mobile Health Unit

Partnerships can be like those in Gloucestershire, among like minded schemes and
organisations providing similar services, or can be between different organisations
that share similar goals. A good example of this is between Community Transport
schemes, local councils and the health service who all share similar goals within the
community they serve.

Following is an extract from a government website advising on best practice within
this area. In it North Cornwall Local Health Service, the local council and
countryside agency have worked in partnership to help develop greater access to
health services in this remote area. By working in partnership and recognising shared
objectives resources between organisations can be saved and greater funding or
shared funding allows greater investment in schemes.

“>’A mobile health unit is due to be launched in North Cornwall in a

partnership between health providers, the Countryside Agency and

the County Council. This pilot scheme, believed to be the first of its

kind in the country, will effectively take the facilities to the people

by providing a mobile health facility to the patients of the Stratton

Medical Centre, and will cover an area of approximately 190 square

miles. The main objective of the project is to enable full access to

primary care services for the vulnerable patient, particularly in the

surrounding peripheral villages. The project has the potential to

benefit 4,500 patients registered in the area.

The project has funding for ten years. It is anticipated that the unit
will be in operation later this year. The project is an example of
how innovative thinking is being developed in the County to address
social exclusion and transport related problems’’
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6.4

6.4.1

6.4.2

6.4.3

Summary of Best Practice

Of all the different Local Authority strategies looked at partnership working and the
promotion of this is heavily stressed as important to the success of any scheme. It is
imperative that both the Authority and local Community Transport schemes are able
to recognise the importance of their relationship with one another and work
cohesively together to be able to achieve their own and shared objectives.

It is also important that the Community Transport Strategy recognises both the
funding and development opportunities of partnerships with other organisations.
Schemes across the country have benefited from this more open approach and this
should be encouraged in Worcestershire.

Any partnership, whether between schemes or different organisations, relies on
trust and sharing of knowledge, experience and resources. Without this being
recognised by all parties involved and acted upon accordingly such partnerships will
fail to achieve their potential.
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7.

7.1

7.2

7.3

7.3.1

7.3.2

7.3.3

FUNDING

When a local authority (or any other public body) makes a financial allocation to a
Community Transport Scheme it can do so in one of several ways:

0 As a general unrestricted grant to support the work of the organisation in
response to a request for assistance.

0 As an unrestricted grant following a competitive bidding round, open to other
CTOs or other community groups.

0 As a negotiated service level agreement for the provision of specific services
to certain groups over a defined period of time, but without competition.

0 As a service procurement contract following a competitive and open tender

It could be argued that all but the first of these approaches may be regarded as a
form of trading or commercial activity, in the sense either that there was an
element of competition with other providers or community organisations, or that
there is a commercial contract for the provision of specific services.3

Best Practice Report

As part of the County Council’s Shopping, Investing and Giving programme of work
within the Voluntary and Community Sector as a whole, the County Council has
already commissioned a best practice in grant funding report for the Authority and
the voluntary and community sector (see Appendix 1).

The attached report (Appendix A) looks at funding within the whole voluntary sector
as well as that of Community Transport but is prevalent in shaping the way funding
will be viewed across the Community Transport Sector in Worcestershire.
Recommendations are included as part of this report.

The County Council is corporately changing the way it funds the voluntary and
community sector. As part of this change funding for Community Transport will also
change in the future. The old system of one years grant funding will be replaced by
a three year grant to enable better growth and stability in the sector. These grants
will be subject to an 18-month review to ensure the strategic objectives are being
met.

3. Enterprising Approaches to Rural Community Transport Research Report and Outline Development
Programme http://www.plunkett.co.uk/communitytransport/Resources/transport.pdf
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8.1

8.1.1

8.1.2

8.1.3

8.2

8.2.1

8.2.2

INTEGRATION

Community Transport strategies and policies of the Local Authorities studied, all
recognise that Community Transport is part of a wider passenger transport network,
and cannot and should not be considered in isolation. The majority of passenger
transport journeys will continue to be made by conventional scheduled services,
provided by commercial sector.

It is a statutory duty of the County to co-ordinate services thus where possible
avoiding duplication with parallel services, which will maximise the use of resources
both in terms of vehicles and funding.

Through the area review process and accessibility mapping, Worcestershire County
Council will be able to evaluate and plan the network as a whole, and then identify
how these accessibility levels can be achieved using the whole spectrum of
passenger transport available.

The other sub-strategies must fully consider the role and needs of Community
Transport.

Integration with the Community Transport sector

Excellent examples of integration within schemes across an area can be found in
Gloucestershire and North Yorkshire.

The South Gloucestershire Partnership has already been considered in detail under
section 6, and many aspect of this have been drawn into Gloucestershire’s
Community Transport Strategy, which stresses the importance of integration
between Community Transport Schemes.

o A more integrated CT sector is key to an efficient and effective service and can
only be achieved by improving the use of resources.

0 We are working towards an integrated ICT solution, which will help to schedule
passengers efficiently and share vehicular resources with neighbouring CT
schemes.

o We will seek to remove the “artificial operating boundaries” that each of the
groups operates within. This will help to improve the service for the customers
so that they are not limited to travel within a district or town or even county.
This will become increasingly important when services are decentralised.

0 The Integrated Health Pilot Scheme pilot has shown the benefits in better
integration transporting patients as far a field as Bristol, Oxford and Cardiff.

o We will work towards promoting the use of the a2b website (www.a2binfo.net)
as a one stop information resource for CT across Gloucestershire and the UK. We
will also work towards integrating booking procedures.

o Through the six groups in the Social Enterprise we will aim to implement a
single fare structure across the county.
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We will work towards setting a single policy relating to payment of volunteers
expenses at a rate within the Inland Revenue structure.

8.2.3 In North Yorkshire the Little Red Bus Network is a consortium of CT operators from
Harrogate, Ryedale and Craven supported by Yorkshire County Council. It offers
opportunities for established operators to work together to deliver more
comprehensive and cost effective transport services. Membership is open to all
existing Community Transport Operators interested in delivering integrated
transport services.

8.2.3.1The objectives of the Little Red Bus network are clearly defined as:

o

o

To integrate voluntary and commercial transport providers to meet the
requirements of Local Transport Plans, Regional Spatial Strategy and other
relevant Government and local transport strategies including local community
strategies

To expand services provided through the network to remove duplication and
make more effective use of the transport resources available to health,
education, social services and housing agencies.

8.2.3.2The benefits of integration to the Little Red bus consortium are seen as:

0]

Providing an optimized scheduling system through which all journey's can be
booked

Maintaining a live database of CT vehicle availability throughout the county for
call-off use as relief vehicles at agreed contract rates

Providing specialist support and expertise in all technical areas including
Transport Operation, HR managemen

Facilitating the more effective planning of strategic CT services and the
development of standard flexible runs to meet local demand

Developing, implementing and monitoring service delivery and operating
standards, with all supporting documentation to assure compliance with
commissioner's minimum service requirements

Providing an online journey booking facility. Facilitates collaborative

procurement for transport related goods and services, including vehicles,
insurance, professional services etc
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8.3

8.3.1

8.3.2

8.3.3

8.3.4

o Providing centralised reporting of journeys delivered across the county by
individual CT operators, by district and in total

0 Providing cost price training in transport related qualifications and disciplines
including CPC, Midas, First Aid etc

o Facilitating collaborative marketing to maximize service take up by
commissioners and end users.

Integration of Community Transport into the Passenger Transport Network

In Worcestershire, as in other Local Authorities, Community Transport exist
alongside trains, local bus services, taxis, education contract services, social care
transport provided by commercial operators, local authority subsidised contacted
services and in house provision.

Community Transport can complement mainstream services and enhance
accessibility by providing

o Door to door services for clients having difficulty accessing a mainstream route

o Services in isolated or remote areas which cannot be economically served by
mainstream transport

Through co-ordination with the mainstream network the overall effectiveness of the
whole system can be increased.

Lincolnshire’s “Connect” and Cheshire’s A41 feeder services projects provide
excellent examples of how this can be achieved at a local level.

The Lincolnshire “InterConnect” network links the main towns in the County, with
high frequency accessible buses running on the main interurban corridors. “Call
Connect” minibus services provide feeder routes mainly linking rural communities
directly with small market towns or with the Interconnect routes at key rural
interchanges. Whilst the “Call Connect” services operate on a semi-flexible basis,
there is also a third level, known as *“Call Connect Plus”, operated by cars and
MPVs, which is fully flexible and will pick up anywhere within its area if booked to
do so.
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8.3.5

8.3.6

8.3.7

8.4

8.4.1

8.4.2

8.4.3

This successful model has now been rolled out to 16 routes in Lincolnshire and has
seen extensive growth in passenger numbers. Some previously subsidised
InterConnect routes are now commercial, and the saving can be used to further
expand the network.

In 2001, Cheshire’s Rural Bus Challenge bid lead to the enhancement of service 41
from Chester to Whitchurch. Building on the success of this, in 2004 Cheshire County
Council, in Partnership with Malpas and District Community Transport introduced a
network of feeder bus routes, which brought local resident into Malpas to shop or to
connect with service 41.

This theme is also picked up by Gloucestershire community transport strategy
objectives -

““The strategy will also aim to integrate with the public transport network
through the development of a "hub & spoke" model. Where appropriate GCC
will work with community transport providers to develop feeder services into
market towns where passengers can interchange with services on the core bus
and train network’’

Integration into other policies and Strategies

Having accepted that Community Transport does not exist in isolation, but is an
element in the wider integrated passenger transport network for the County, then
its needs and requirements must be considered both in the other IPTS sub-strategies
and other County Council Policies and Strategies. Some examples are shown below.

Infrastructure:

o Transport interchange points, railway and bus stations and Park and Ride sites
should each form a focus for Community Transport. Most clients can be delivered
there for onward travel by accessible bus and collected there on their return.

0 Railway stations and Bus Stations are to be increasingly accessible to people with
disabilities and in wheelchairs with easy access to the stations for Community
Transport vehicles.

0 Bus stop design and positioning should take into account the needs of Community
Transport vehicles and their passengers. For example, raised kerbs maximize the
effectiveness of wheelchair ramps.Contracts and tendering:

o Community transport operators should be encouraged to tender for Local Authority
contracts, where this will result in best value, both financially and in terms of
quality for the users.

Vehicles:

All vehicles including Community Transport vehicles, should be comfortable,
modern, environmental friendly and accessible to all.
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8.4.4 Information and marketing:

0 Publicity and promotional material should include Community Transport,
emphasising it as part of the Integrated Passenger Transport Network.

8.4.5 Travel plans:

o Travel plans could include large employers or employer organisations promoting,
funding or sponsoring Community Transport schemes such as village minibuses
catering for travel to work.

8.4.6 Shopmobility

o Shopmobility to interface with Community Transport and be located at bus and
railway stations

“Shopmobility is a scheme which lends manual wheelchairs,
powered wheelchairs and powered scooters to members of the
public with limited mobility to shop and to visit leisure and
commercial facilities within the town, city or shopping centre”.
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9 INFORMATION TECHNOLOGY

9.1  Providing transport services that respond to the needs of our communities, whilst
balancing costs and service quality, is an ongoing challenge for many planning,
funding, and service delivery organisations. Information Technology (I.T.) is crucial
to the development of any Community Transport Scheme in the present day. IT
systems can help automate many tasks - including client registration, trip booking,
route planning and general daily administrative tasks to help improve business and
operational processes.

9.1.1 Information Technology systems can be used to help schemes with their scheduling,
dispatching and performing ‘what if’ scenarios that are key functions that help
deliver services and manage costs.4

9.1.2 By using the appropriate new advances in information technology Community
Transport schemes can in essence manage their business better. This enables both
growth and stability for schemes so should be looked at as an integral part of the
Community Transport strategy the County Council has. Shared knowledge,
experience and access to such IT systems should be used to assist the development
of Community Transport operators as part of this strategy.

9.1.3 New IT systems can be expensive, especially for smaller organisations, as some of
the Community Transport Operator’s in Worcestershire are, however through
working in partnership’s (as detailed in section 5) costs can be reduced by group
purchasing.

9.1.4 The County Council also has a wealth of knowledge and experience in managing IT
systems and this can be used in partnership with schemes to help select, set up and
develop new IT systems.

9.2 IT Systems working for a local CT Scheme

9.2.1 We are lucky enough in Worcestershire to have a recognised example of best
practice of a Community Transport Operator benefiting from the successful
implementation and use of an IT system within the county.

9.2.2 Redditch Borough Council and Dial-a-ride Redditch have worked together with the
Authority to install and operate an IT system that combines both mapping and
booking facilities, detailed below as publicised on the national website
publictecnhology.net.

9.2.3 Redditch Borough Council and Hampshire County Council are taking advantage of
Ordnance Survey’s most detailed transport information to help them run demand-led
community services.

9.2.4 Armed with information from OS MasterMap Integrated Transport Network (ITN)
Layer, both Redditch and Hampshire Councils have been able to provide transport
4. http:/ww SEPYIERS S RAtKRBRIBASES edficienband flexible to the demand of its users.

9.2.5 OS MasterMap ITN Layer is intelligent data that includes a whole host of road
restriction information, including the road lay-out, weight and height restrictions,
and one-way streets. By making use of this information users can improve routing
efficiencies.
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9.2.6 Running conventional fixed-route, fixed-stop transport services on a timetable is
expensive and inflexible. Demand-responsive transport (DRT) enables local
authorities to be more cost-effective and environmentally friendly.

9.2.7 Both community transport services, Dial-a-Ride in Redditch and CANGO in
Hampshire, have seen increases in demand over the past months that a manual
booking and routing system would have difficulty coping with.

9.2.8 To solve this problem the councils are using OS MasterMap ITN Layer within an
application called MobiRouter from Mobisoft (UK) Limited. This allows council staff
to assess journey booking requests and select the most appropriate and efficient
routes.

9.2.9 June Armstrong, Community Transport Manager for Hampshire County Council,
comments, “We could not have run our demand-responsive service without OS
MasterMap ITN Layer and MobiRouter. We can provide journey opportunities over a
large area of rural Hampshire and maximise vehicle utilisation.”

9.2.10 Peter Rose, Redditch Dial-a-Ride Manager, adds, “We can now do 25% more journeys
with the same number of vehicles by optimising the routes. This results in significant
improvements in the service for our users.

“We’ve also reduced fuel consumption whilst increasing fare income by 25%.”

9.2.11 The OS MasterMap ITN Layer contains 99.21% of road links and more than 740,000
named roads nationwide, from motorways to alleyways, making it incredibly
detailed and versatile.

9.2.12 Peter ter Haar, Ordnance Survey’s Director of Products, says, “It’s great to see that
our detailed transport data has allowed both Redditch Borough Council and
Hampshire County Council to both improve the service they provide and save money
by raising efficiency”>
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10

10.

RECOMMENDATIONS

1 The recommendations are shown below in the order in which they are outlined
within this report

10.2 Recommendations from Best Practice Case Examples

Manningtree Community Transport demonstrates that small scale CTOs can
operate successfully as social enterprises, and future plans for expansion are
not necessarily a requirement for a social enterprise. Key factors are the ethos
and the attitudes of the staff as detailed further in the section on Social
Entrepreneurs. A ‘commercial approach’ can be perceived as detrimental to a
CTOs image, although this does not concern all CTOs.

The use of volunteers and the pursuit of social enterprise approaches are not
mutually incompatible. In fact volunteers are usually regarded by CTOs as
essential in order that they can operate and provide the required level of
service (the The Villager Community Bus Service’s business model is a good
example of the vital role volunteers can play), although often not all staff
members are volunteers. The recruitment, co-ordination and support of
volunteers is often an essential aspect of a CTO. Most schemes involving
volunteers recognise that this aspect of their organisation needs management,
but can find it difficult to find funding for this aspect.

Using volunteers can create an issue when aiming to provide a service at
particular times (for example evenings and weekends) and this may be where
paying drivers is necessary. CTLA is an example of a CTO that pays drivers not
only for unsociable shifts, but operates entirely from a paid staff base. It
should be noted that running a CTO using entirely paid staff is sometimes
perceived as a disadvantage when tendering for contracts.

The Villager Community Bus Service is a particularly poignant model for
Worcestershire as it provides an innovative solution to issues that also affect
our County. A rural bus service run as a social enterprise by the communities
that use it would be a useful asset to Worcestershire and may provide some
solutions to the issues facing the provision of public transport services in rural
areas.

Ribble Valley Community Transport illustrates that working in partnership with
a local authority and operating service contracts can be a key facilitator in
producing a successful social enterprise.

This approach can prove mutually beneficial to both local government and
CTOs; moving from annual grants to multi-annual service contracts aids long-
term planning and creates closer links between funding and delivery targets. It
should be noted that CTOs are more likely to consider tendering for service
contracts where it doesn’t prove detrimental to the services they provide for
their communities.
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The Re-use and Recycling Forum gives a positive example of a way in which
WCC is working in partnership with social enterprise organisations. The key
role that WCC plays in this partnership is that of facilitator, organising
forums, meetings and events to enable organisations to network. Other key
elements are providing funding in the form of a credit scheme as well as doing
the marketing for the organisations.

CTOs should examine whether the Social Enterprise approach could help them
to meet their objectives. For many rural CTOs there are opportunities to
increase incomes from fares and the delivery of services under contract
without jeopardising other income sources. For other CTOs the social
enterprise approach may not be suitable thus it is a method that should be
considered individually for each CTO and encouraged only in
areas/communities in which it would prove beneficial.

Many examples of CTOs operating successfully as social enterprises still
require some grant funding (for start up, vehicle costs, marketing, staff
salaries etc) and as such Social Enterprise should not be seen by WCC as a way
that grant funding/support should be reduced, nor should it be seen as a way
for a CTO to become self-sufficient. A multi-funded approach, which may
include grant funding, can allow a CTO to operate as a social enterprise
successfully and at the same time allow a service to be offered at a price that
users can afford. CTOs operating as successful social enterprises are often
able to provide more services to designated users for the same level of public
sector subsidy.

CTOs wishing to pursue a social enterprise approach may require support and
advice in skills and knowledge, or in how to set up a separate trading arm in
order to run their social enterprise activity. WCC should be prepared to
provide this advice where possible, however it may be necessary to seek
guidance from other rural CTOs and organisations that have successfully used
these approaches (see section below on support available from outside
sources).

WCC should play a leading role in seeking to change the culture of the sector
in relation to social enterprise. This should not, however, be through the
blanket promotion of these approaches, which are not appropriate for
everyone, but by increasing levels of understanding of the meaning of the
approach.
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10.3 Recommendations for Partnerships

Is a similar structural partnership to Gloucestershire applicable to
services in Worcestershire? At present Community Transport schemes in
the county are generally independent of one another and while they
interact at a local forum level do not have this unified approach to their
operations. This would require a sharing of resources and recognition of
shared interests across the County rather than the current more localised
approach. Through a joint approach to common problems resources that
are shared will allow greater development possibilities within both the
local view of the schemes and countywide approach of a Community
Transport strategy.

North Cornwall: By working in partnership with other organisations with
similar strategic goals and objectives a more unified approach can be
made to tackle collective issues. Instead of separate organisations trying
to achieve the same goals individually a more collective approach can
have greater outcomes for all. The Community Transport Strategy should
encourage this, not only with partnerships between the Authority and
local Community Transport Schemes, but with the Health Authority and
other local agencies with similar strategic objectives and, importantly,
funding opportunities.
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10.4 Recommendations for funding

The key funding recommendation from the report in respect of Community
Transport is to develop the existing funding arrangements in line with the
corporate policy for funding the Voluntary and Community Sector. By
ceasing the rolling 12 month grant scheme and moving towards strategic
grants over 3 years it will allow greater development and opportunity for
schemes in line with the strategic vision of the Authority. Part of this
vision is to increase the ability to realise best value from the grants that
we award. This will mean that while we are offering 3-year grants to
enable schemes development opportunities we will look to see improving
results from this investment.

These 3-year grants will be awarded with greater emphasis put on areas of
development to be demonstrated such as:

Quality of services

Types of vehicles

Driver Training provided

Greater Integration with mainstream public transport services
Development of modern ticketing systems

Increasing passenger information

O O0OO0OO0OO0O0o

The Integrated Passenger Transport Strategy and will require CTO’s to
demonstrate this development and holistic approach to transport in
Worcestershire for grants to be awarded. The Authority should actively
work in partnership with local Community Transport Schemes to both fund
these schemes where there are shared strategic goals but also to explore
opportunities of alternative funding from alterative sources. Through
Social Enterprises (discussed in section 4) income generation should also
be pursued.

10.5 Recommendations for Integration

Community Transport is considered as part of the Integrated Transport
Network for Worcestershire

There should be co-ordination between schemes to increase
effectiveness and efficiency, and to ensure a fair and equitable service
across the County

The needs of Community Transport users and operators are given full
consideration when formulating other Strategies and Policies and when
their recommendations are implemented.

29



10.6 Recommendations for Information Technology

The implementation of the mobi-router/0S survey based IT system in
Redditch shows how a scheme can use IT to grow and develop as an
operational organisation. Therefore through partnership working IT
should be used to develop Community Transport schemes and look for
those opportunities to develop the schemes operationally, financially
and administratively. It is recommended that IT systems such as these
are introduced across the Community Transport sector in Worcestershire
in partnership with both the local districts and the Local Authority.
Through partnership the appropriate systems can be identified, sourced
and managed with less problems and increased chances of success than
individual schemes trying to implement systems individually.
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INTRODUCTION

Purpose of this project

To research good practice in other Councils in order to inform
Worcestershire County Council’s development of a funding policy for giving
grants to the local voluntary and community sector (VCS), and to produce a
report setting out the findings from this research.

Background

Worcestershire County Council has recently committed itself to following a
funding path which will offer its local VCS the best of all worlds with regard
to the tensions between contracting and grant-funding (see Trends section,
page 4). Its new funding framework - Shopping, Investing and Giving - was
designed to incorporate:

e the need for the Council to continue to commission certain services
for the public, and to ensure the voluntary sector is able to compete
on a level playing field for these contracts

e the need for the VCS to be supported by competent local
development agencies, through investing a single grant for
infrastructure

e the Council’s desire to give grants to VCS groups and organisations
which meet its corporate and directorate priorities, by making
available small grants as well as larger strategic core grants.

What was not covered in the research

Because Worcs CC has decided to give core funding to the VCS through its
new strategic grants, the author did not spend any significant time on
Councils which are only adopting the commissioning approach or purely
giving project funding.

In carrying out this research, the author has assumed that Worcs CC is aware
of the raft of Government policy documents over the last ten years, such as
those from the National Audit Office, HM Treasury, Gershon and the
Compact - all of which give direction and advice to local government on how
to improve relationships with the voluntary sector, and most of which focus
on funding.

What was covered in the research

Rather than quoting from these well-known sources, the author has
concentrated her research on the actual funding policies and practices of
Councils across England - county, district and unitary of all political
complexions. Only Councils which grant-fund the VCS were researched in
depth.

Methodology

The author utilised her wide range of contacts with VCS officers in Councils

across the country. She also carried out detailed research through the

internet to find other Councils which significantly fund the VCS and/or have
2
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carried out reviews of their funding in recent years. Where more detail was
required than could be found from reading their reviews, Cabinet reports
etc, the author spoke to many Council officers on the phone, often at
length. A literature review was also undertaken to find recent publications
from national voluntary organisations, and to introduce previously-published
documents by well-known VCS commentators.

From all these sources, the author has used her professional knowledge and
expertise to distil what she considers to be best practice in grant-making,
for the benefit of Worcs CC. Where appropriate, she has included
recommendations for Worcs CC’s VCS staff, Virtual VCS Group and PAG to
consider.

Structure of the Report

The report begins with recent trends in Council funding, then looks at
practices around small and larger grants before drilling down to examine
specific details of the funding process. Recommendations appear
throughout. A bibliography and a list of Councils researched are at the end.

This quotation from Sheffield City Council strikes an appropriate note to set
the tone for this report:

“Funding symbolises the council’s engagement with
the local community.”

RZ Hankins Consultancy
Oct 2007



Trends affecting the voluntary and community sector (VCS)

The pendulum swings from grants to contracts... and back again?

The Government’s desire to see the VCS involved in delivering public
services as a viable alternative to the public and private sectors has been
most evident since the 2002 Treasury Spending Review. By encouraging
Councils to contract the VCS to deliver public services, Government has
(unwittingly or otherwise) affected the way Councils fund the VCS. The
Directory of Social Change noted that there has been “a massive swing from
grant to contracts over a short period” as evidenced in the National Council
for Voluntary Organisation’s (NCVO) Almanac’, and quoted in an NCVO press
release from June 2007. The research also shows that contracts have
increased from 48 per cent of government (including local government)
funding to charities in 2001/02 to 62 per cent in 2004/05. At the same
time, grants have gone down from 52 per cent of funding to charities to just
38 per cent.

The ongoing debate of recent years over whether grant funding is or is not
declining in favour of contracts has been given an additional boost following
the Audit Commission’s recent publication of ‘Hearts and Minds:
Commissioning from the Voluntary Sector’ which states that local authority
grants are not in decline. The response from the National Association for
Voluntary and Community Action (NAVCA) disputed this with the results of
its 2006 survey of local infrastructure organisations: it found that 27 per
cent of local authorities were no longer providing grant aid to local
organisations.

It is against this backdrop that many Councils have been carrying out
reviews of VCS grant-funding, such as has been done in Worcestershire -
many of which have resulted in a move towards contracting with the VCS
instead. In the author’s opinion, it is only in the last couple of years that
funders have begun to re-think the wisdom of rejecting grants as a valid
funding mechanism - a concept perhaps overlooked in the rush to
commission services. From the research carried out for this report, it is
evident that, now, many Councils are keen to continue grant-funding their
local VCS - on the grounds that a voluntary organisation needs to be stable
and adequately core-funded in order to be able to deliver specific projects,
under contract or otherwise. A quote from a London funder in NCVO’s
newly-published ‘Is It Seaworthy?’ document sums up this emerging concern:

“As funders, we not only have to check that an organisation has a good
project, but that the vessel carrying the project is seaworthy.”

This summer, NAVCA produced a report entitled ‘Why Grants Are Important
for a Healthy VCS’ - the title and contents of which appear to be designed to
influence the swing of the local authority pendulum back towards grant-
funding.

" All documents referred to are detailed in the bibliography at the end of this report.
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Other funding trends affecting the VCS include:

e Changes to the National Lottery charities programme since the
emergence of the Big Lottery and ending of the Community Fund:
regional decision-making replaced by ‘grants factories’ in Birmingham
& Newcastle mean less local knowledge is brought to bear on the
award of grants.

e The last lot of three year grants given out by the old Community Fund
will end in 2008. Anecdotally, the author has heard that the VCS is
finding it harder to access Lottery funding through the new
programmes than under the old funding priorities. However, the
Awards for All programme has doubled its threshold for easy-access
grants to £10,000.

e EU funding is now focussing on accession states in Eastern Europe, so
little or no funding is available for the UK - except for demonstration
projects designed to benefit other nations, which require EU
partners.

e Emerging communities are providing local authorities and the VCS
alike with new challenges, which usually need to be met from within
Councils’ existing budgets due to the general squeeze on Council
spending in order to keep Council Taxes down.

e Finding the necessary funding to meet regulations such as
accessibility and facilities for disabled people continues to be a
difficulty for the VCS.

NCVO'’s leaflet ‘“Transforming Together’ neatly sums up the trends currently
affecting the VCS: “One of the big challenges is the potential impact of the
Comprehensive Spending Review, which will squeeze public spending.
Another is the £2 billion of Lottery money until 2009 plus the £425 million
after 2009 that will be diverted from statutory resources, which will further
constrain public spending. These cuts get pushed down to local authorities,
PCTs and the police authorities.”

The report now moves on to present the findings of research into the ‘nuts
and bolts’ of different Councils’ funding practices. Many examples are
given, to provide the reader with an appreciation of the variety of
approaches to funding employed among the 27 Councils researched.

Defining Grants and Contracts

It is useful to begin by providing a definition of both, so the differences can
be understood and agreed by Worcs CC and its local VCS - perhaps by
building on or adding to the ones set out below. The following have been
adapted from Sheffield City Council’s Compact:

Grants can be defined as being an amount of money paid to a VCS group or
organisation for the purpose of supporting it to carry out its own activities
and projects. In using the grant, the recipient VCS organisation is fulfilling
its own aims and objectives, not simply generating income. A grant may
include a contribution towards core costs or running costs for VCS
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organisations. A grant will be normally awarded for a specific purpose or
activity, outlined by the applicant in the application form, which will be
used to monitor the outcomes achieved with the money. Funding on this
basis is decided by assessment against set criteria and/or themes set by and
at the discretion of the funder. Grants budgets are normally ringfenced for
the VCS by the Council concerned.

Contracts for services will generally be used in situations where the Council
wants to carry out a specific project, discharge one of its statutory duties or
part of its own services - but wants this to be delivered externally through a
third party. Where the Council appoints an external organisation to carry
out work on its behalf, it is most likely to do this through a contract for
services. Under a Council’s (and European) financial rules, contracts for
services have to be ‘procured’ on a competitive basis, frequently involving a
formal tendering procedure. A contract specification usually sets out the
precise outcomes or outputs that have to be delivered, and bids are
assessed against pre-defined criteria.

A mix of funding

As referred to in the Background section above, Worcs CC has drawn the
distinction between ‘shopping’ for services from the VCS and private sector
through a commissioned process and ‘giving’ grants to the VCS. Like Worcs
CC, the London Borough of Hackney Council states in its grants review that
it “is aware of shifts in policy away from the traditional grant aid process to
VCS bodies towards commissioning of services both through national
government initiatives and external sources of funding. However, the
Council recognises the benefits that a grant programme offers community-
based organisations and would want a grant programme to remain in place
offering a mix of funds to local VCS bodies.”

The first item in that mix to be looked at in more detail is small grants.

Small grants
All Councils researched for this report give small grants’ of one kind or
another. The main factors cited in the decision to do this were:
e The desire by the Council to have a simple, easily-accessible pot of
money for smaller voluntary organisations and community groups
e The usefulness of having a pot of money that isn’t committed to
three year funding: new entrants can get access as there is always a
turnover.

Instead of the ‘standard’ method of one application window per year, some
Councils administer their small grants pots in different ways, including:
e in-year funding up of up to £2,000 per grant available for
emergencies or unforeseen developments, out of a total pot of
£15,000 with four application windows per year

% All references to ‘small’ grants refer to sums under £5,000 unless stated otherwise.
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e simple, fast track funding of up to £500 with a two week turnaround,
available any time of the year

e up to £3,000 available in a £200,000 pot with an eight week
turnaround and monthly decision-making all year round

e ward-level committees give out grants averaging £400 mostly to
community groups.

In 2006, Warwickshire County Council considered rationalising all its small
grants so they could be allocated by Area Committees, on the advice of
their community workers’ group.

Purposes of funding vary between the broadest ‘providing a useful service
in the community that meets people’s needs’ (Southend-on-Sea) to
directorate-specific criteria. A very common theme for small grants is
‘supporting and developing new and emerging areas of service’ (Hull) and
for ‘innovative projects’ (many Councils). The latter is well-known to cause
concern the VCS -indeed, the drive to always have to come up with ‘new
and innovative’ projects was the sector’s main criticism of the Community
Fund’s approach.

One more way to set out the purpose of small grants is to use themes or
topics, such as Worcs CC is planning with small arts grants, cultural diversity
and reuse/recycling - where it will be made clear that grants under these
specific headings can only be for up to £5,000.

Most small grant funding is annual rather than multi-year, and some Councils
have a ‘three strikes and you’re out’ policy that enables vol orgs to have
three successive annual grants but no more. One District Council reported
that their VCS Portfolio Holder had “given in to pressure from the VCS” to
extend three year funding to small grants as well as large, which officers
felt only resulted in “two stuck budgets instead of one”. This referred to the
fact that their large grants budget was fully committed in multi-year
funding and no new entrants could gain access to it, and then the same
happened to their hitherto more accessible small budget.

Recommendation 1: that Worcs CC offers small grants on an annual basis
only, with the potential for two (or three?) annual grants in succession.

Question: does Worcs CC intend for the VCS to be able to apply (in the same
funding round) for both small and large grants?

Larger and/or Multi-Year Grants

All Councils researched offered some kind of larger grants programme,
variously named as SLAs, core funding, multi-year grants, revenue grants
etc. Councils fell roughly into three groups® in terms of their ‘evolution’:

e still operating a ‘historical grants’ pattern where funding was given
continuously to the same groups without a re-application process,
whether annually or three-yearly (a technicality, since most funding
was renewed when its official term ran out)

3 Again, excluding those Councils which are embracing commissioning in favour of grant-funding.
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e reviewing historical grants and developing funding priorities to set up
a new criteria-based funding process for three year agreements

e having always (or for some years) had a clear set of funding priorities,
application forms etc.

The majority of Councils researched fell into the second group; some of the
best examples of good practice were found in the third group.

One Council defined strategic/core funding as “part of its ongoing
relationship with the sector” - although this was a Council which did not
have an entirely transparent way of allocating this funding (for more details,
see the later section on lack of transparency in decision-making).

Some Councils, such as Newcastle City, require vol orgs to fill in a lengthy
form each year to request renewal of their multi-year funding. The author
thought that this process seemed more like a completely new application,
judging by its length and complexity. Most Councils simply required the
submission of satisfactory monitoring reports (annually, quarterly or half-
yearly) to qualify for continued funding within a three year agreement.

Core Funding

This extended quote from Solihull Metropolitan Borough Council’s VCS
Strategy sets the context for this section by explaining the need for Councils
to give core funding:

“In the opinion of representatives from the VCS, it was this element of
funding that was the most difficult to source and secure. And it was this,
more than anything else that hampered the continued development of the
sector in Solihull particularly for the already established organisations.
Participants agreed that, on the whole, it was less difficult to source and
secure funding for specific projects. Even when funding was available for
such projects, there was only a slight opportunity to build in the core costs
for delivering the project. At the end of most projects resourced in this
way, the funding would come to an end and there were very few, if any,
options available to secure continued funding.”

Roughly half the Councils researched gave unrestricted core funding: the
other half used their larger grants for ‘project funding’ - although there was
a lack of clarity by many as to the distinction between core and project
funding. Newcastle City Council operates a hybrid; stating that “an
appropriate core cost contribution should be allowed in bids for project
funding” - but it will not fund 100% of any group’s core costs.

This lack of clarity came out in conversation: as officers were describing
their Councils’ application procedures for core funding, it was evident to
the author that they actually focussed on what work/project the vol org was
going to do in return for its grant - and this was echoed in the questions on
their forms. One or two Councils stated that they supported the core costs
of projects that met their funding priorities. Another Council’s somewhat
unclear written definition reads: “core funding is used to support the core
operational activities of a group where these activities match the objectives
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of the funding...” - suggesting it will support an organisation as a whole,
rather than be concerned with discrete projects.

Luton Borough Council’s review of funding gives a much better definition:
“Core funding is that which sustains and supports the infrastructure of an
organisation, for example, the staffing required to deliver its primary
activities, and the premises from which it does so, and is usually required on
a continuing basis. Project funding, on the other hand, is linked to the
delivery of certain specific objectives, and is usually tightly time-limited.”

What are Core Costs?
A useful list of what comprises core costs appears in the publication ‘Who
Pays for Core Costs?’ by Julia Unwin:

e compliance (regulatory and insurance requirements)

e income generation

e support services (otherwise known as ‘overheads’ eg premises,
equipment, utilities, management salaries etc)

e responding to consultation

e governance, user engagement & representation

e innovation and quality (including research, monitoring & evaluation).

However, this list was not even partially reflected in the items officers
considered to be appropriate for core funding - which mostly comprised
managers’ salaries and the loosely defined ‘running costs’ for a building or
service/project. Derby City Council says it gives core funding, but states on
its form that “you can apply for a grant for revenue or capital costs but it
cannot be used to support ongoing staffing costs.”

‘Responding to consultation’ was highlighted by Newcastle City Council,
which states that “funding of this type [ie core] should be based on a
number of factors including a statement of the expectations that the City
Council has of the whole organisation - for example, making informed
responses to consultations with the relevant part of the sector or ongoing
input on issues of shared concern.”

Advantages of Core Funding

In talking to Councils about core funding, the author asked some officers
whether an organisation could get core funding from more than one
Directorate, as this appeared to be an area for potential confusion. One
Council was adamant that this would be double-funding, so did not allow it.
Another said yes, if the organisation met the priorities of more than one
Directorate’s budget. A third used a panel of officers to discuss applications
to work out which budget should fund it - implying that only one core grant
was allowed.

The main reason why giving core funding is good practice is that funding the
‘core’ of a vol org gives it stability, thus enabling it to support well-
managed projects or undertake work under contract - whether for the local
Council or other public sector commissioners. This is echoed by the Third
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Sector Commission’s* observation that “contractual relationships with the
VCS will only increase and maintain stability if they are supported by
additional capacity-building activities, such as awarding... strategic grants to
enable the local VCS to develop.”

Another factor regarding core funding is that, by definition, the actual
voluntary organisation has to be aligned with the Council’s priorities. With
project funding, a vol org only has to ‘invent’ a new project to fit the
priorities - which may lead to vol orgs departing from their original
mission/purpose in a desperate search for funding. Bristol City Council’s
application form asks “how do your charitable objectives match the
priorities for this grant?”

A Council offering core funding will therefore be investing in the stability of
organisations with similar aims to itself, rather than putting money into a
succession of projects which may or may not have been developed to fit the
funding criteria. The Third Sector Commission recognises this dilemma:
“there is... a risk that organisations alter their priorities in order to secure
funding. In some cases the criteria that must be met to receive funding
mean that it may not be possible to access funding for a need that has been
identified by the organisation. The voluntary sector is faced with a choice
between securing funding or sticking to the priorities they have identified.”

A further advantage to the vol org of core funding is that it frees up the
manager to do work other than fund-raise, eg manage and develop the
service properly in the knowledge that their salary and some overheads have
been taken care of.

Disadvantages of Core Funding
The disadvantages of core funding and their possible mitigation are
presented in the following table:

Disadvantage

Mitigation

No incentive for the VCS to cost their
services - which would disadvantage
them in the ‘marketplace’ if they
wish to tender for contracts.

The Council can still encourage the
VCS to do thorough costing, provide
training courses on full cost recovery
etc.

It is thought by some Councils that
core funding ‘blurs’ the true costs of
any project or service - so full cost
recovery cannot be calculated.

As above, plus the Council can
include a section on costs in the
application form, to encourage the
VCS to think about its true costs.

It doesn’t give a Council the true
picture of how much the services
provided by the vol orgs cost to run.

As this is usually a complaint from
the VCS, vol orgs can still work out
their true costs and set them out in
the application form, if it allows for
this.

* See bibliography.
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Disadvantage

Mitigation

Relying on the Council for core
funding does not  encourage
sustainability or consideration of the
efficiency gains of mergers.

The Council could make it a
requirement that efficiencies of this
sort are considered and illustrated in
the application form.

Other funders (eg District Councils)
which give project funding will
benefit from lower costs per project
if the ‘core’ of the organisation is
funded already by Worcs CC.

This could be mitigated by joining up
funding across the county.

If the core funding allocated is less
than that requested, it is difficult for
the whole organisation to downsize
in relation to the smaller amount -
which would be possible with less
project-funding - ie by the project
providing fewer services.

Mitigate by ensuring officers discuss
the implications with the
organisation, allowing sufficient time
for it to adjust to the news or seek
funding elsewhere. Officers should
make it clear that less will be
expected than if a larger amount had
been awarded.

Core funding may be seen as ‘state
aid> for vol orgs which have
contracts with the same Council.

Councils differ in their
interpretations of this - so the advice
of Legal and Procurement staff

should be sought.

From this research, there do not appear to be any examples of standard or
particularly good practice to report - rather a plethora of confusion between
core and project funding! However, all national VCS commentators, and
most government ones now too, recommend the continuation of core
funding as good practice.

Recommendation 2: that Worcs CC works with its local VCS and
infrastructure organisations to define what should be funded (or contributed
to) by core funding, before the new round of grant applications are
assessed. Additionally, that officers involved in assessing grants are aware
of this definition, so they will treat all applicants in the same way.

Question: does Worcs CC wish to give core funding to a single vol org from
more than one of its Directorate budgets at once?

Question: will Worcs CC allow its grants to be spent on capital
items/purchases such as building improvements/disabled toilets, computers,
minibuses etc?

Full Cost Recovery

The author has assumed knowledge of FCR on the behalf of the readers of
this report, so has not provided any background explanations of what it is,
or the issues for funders and the VCS surrounding it (which could be the
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subject of a separate report). She found it interesting and worthy of note
that there was no mention of FCR verbally in her interviews with Council
officers, although some Councils had mentioned it in their grant reviews.
This is perhaps not surprising, considering the level of complaints by the VCS
that FCR is not being addressed properly by Councils. Alternatively, it may
reflect the fact that this research was into grants and, according to the
Commissioning Joint Committee®, “there is no such thing as the full
reimbursement of grant-aided work.”®

Although this report is not the place to discuss whether or not grants can be
subject to full cost recovery, the author considers it good practice for the
VCS to attempt to cost their services - even when applying for core funding.

Recommendation 3: that Worcs CC includes in its grant application forms a
question about full cost recovery/costing of services, to encourage the
sector to identify the costs of the ‘core’ overheads for which they are
seeking the Council’s funding.

Application Forms

The research found that where Councils have two categories of grants (small
and large/multi-year) they usually also have two different application forms
- to reflect the need to reduce bureaucracy and form-filling for those
requesting smaller amounts, in keeping with the Compact.

Those Councils which have standardised their approach to the VCS by
appointing a central VCS team were found also to have developed some sort
of corporate form for all directorates to use. These are available for the
VCS to access from the Councils’ websites, often with additional criteria for
each directorate. This can be confusing as there are often a lot of
documents for the VCS to download and print (at their own expense).

It is standard procedure nowadays for forms to be available to download
from Councils’ websites, but most officers felt that it is good practice to
offer to send a printed copy in the post to any group requiring a paper copy.
Online application facilities are not popular with the VCS - as they usually
do not allow the form to be saved, printed or returned to later. A fill-in-
and-submit type of form is suitable for buying goods online, but not for
applications that have to be considered carefully, shared with management
committee members and saved in order to come back to later with more
information. Gloucester City Council trialled this sort of form in an effort to
make all its services e-accessible, only to discover that the VCS did not find
it at all practical. A fully downloadable form (in Word format) which can be
emailed and/or posted back to the Council is a better option.

Accessibility Issues

One or two Councils appeared to insist that their forms could only be filled
in on a computer (and specified the font type and size) - which is not be
good equal opportunities practice for smaller groups that do not have IT

> Part of the Chartered Institute of Public Finance and Accountancy.
% As reported in Third Sector magazine, 3 October 2007.
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equipment. Equally, only providing a PDF document to download means
that it has to be printed off and filled in by hand - making it a lengthy job
for those who would rather complete it on a computer.

Options and flexibility are key - including offering the facility for ‘other
formats’ such as large print. As translation into Braille or other languages is
expensive, Gloucestershire County Council overcomes this by offering to pay
for the local interpretation service to work with the applicant group and a
grants officer, if required. This offer appears in a box on the form, written
in several different languages.

Recommendation 4: that Worcs CC aims to have a short form for small
grants and a longer form for strategic grants - both to contain in each
document all that is necessary to apply, ie departmental priorities, to avoid
the VCS having to download or be sent several documents to read. This also
reduces the likelihood of important documents being ignored.

Funding priorities
The Councils researched utilised a variety of approaches to setting their
funding priorities (for larger grants). These included:

e the corporate strategy and/or community strategy

e general priorities of the Council

e directorate priorities

e corporate targets and strategic and service priorities (Reading)

e any combination of the above.

The author’s professional opinion, based on experience, is that the wider
(looser) the priorities, the more applications can get through the ‘gateway’
- resulting in a longer and harder job for officers assessing the forms. In the
case of Luton Borough Council, the only priority was ‘to benefit the
community’ - which does not allow for any ‘self de-selection’ by groups as
most, if not all, the VCS would fit that description. The wider the criteria,
the more groups will believe they have a good chance of funding - thus a
higher level of disappointment, and possible adverse publicity in the local
media, will ensue when a large number have to be told they will not get a
grant (because the Council cannot actually afford to fund all who meet such
broad criteria).

A tight set of funding priorities from each Directorate will reduce the
number of applications - especially if the VCS is advised/required to discuss
their applications with an officer before submitting them, to weed out those
who do not meet the priorities.

As stated in the section on Application Forms, it is good practice to
condense funding priorities down to the minimum number of words, and to
set these out within the form, and not to require the VCS to read other
documents as well.
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Assessment process
The process by which applications are assessed varies widely. Listed below
are some of the variations from the norm (ie just the relevant officer
assessing applications to their departmental budget):

e two different officers assess all forms

e all applications discussed by a group of all departmental grants

officers
e assessment by panels which include VCS reps.

The Royal Borough of Kensington & Chelsea Council explained that “panel
meetings took place to agree the recommendations where organisations had
applied to more than one Business Group. This proved to be a successful
exercise in ensuring a cross Council approach to the grant funding being
recommended. In addition, where an organisation had applied to the
‘wrong’ Business Group applications were transferred across.”

A completely different procedure is operated by Reading Borough Council:
departmental liaison officers meet vol orgs mid-year (early Oct) before
application period, to carry out a monitoring visit and find out what the
groups intend to apply for. They then write a report to support (or not) the
planned application - which is looked at by the assessing officers, alongside
the bid. The visit also serves to reduce expectations about how much can
be requested, as no growth bids are allowed unless the Council agrees in
advance that more work is necessary.

The assessment process can prove to be a useful way of gaining insight into
the strengths and weaknesses of local vol orgs. Kensington and Chelsea
Council picked up on many weaknesses this way - including poor equal opps
practices, irregular financial reporting, poor governance and a frequent lack
of experience/skill in completing an application form. The report to their
Cabinet stated that “where officers identified weaknesses, any funding
granted will be made conditional on future improvements, and be reflected
in the funding agreement. Officers will also be communicating their
concerns to the infrastructure organisations that support local groups, to
inform their future work.”

Good practice dictates that a corporate standard method of assessment be
used - especially where there is a single application form for applying to all
directorates. This ensures that all applicants are dealt with in the same
transparent manner. The author considers it good practice for all officers to
agree upon and use the same corporate scoring system against each
question in the form. Even then, standards have to be ‘moderated’ (eg by
the Council’s VCS Co-ordinator) to ensure all are operating the system in the
same way.

The Third Sector Commission’s view on good practice is “when funding is
devolved to a local level, it is vital that mechanisms are in place to ensure
that it is allocated to its intended purposes. It is important that there is
accountability for how public money is spent at a local level to ensure that
service provision is adequate.”
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Decision-making processes

Of the Councils researched, the majority use Lead Members or Cabinet to
make the final decisions on the amounts of larger grants - based on officer
recommendations. Where Lead Members/Portfolio Holders are involved,
they each make decisions on the grants for their own directorates - which
occasionally was said to lack an overall feel for the whole picture of funding
as in the Council. Many Councils with a centralised VCS unit use the VCS
Manager to draw together all the recommendations from directorates and
present that in one report to Cabinet - either for decision-making or for
information.

One Council refers all recommendations to its Grants Strategy Working Party
for comment (cross-party: 4 Conservative and one each Labour & Liberal, in
proportion to the political balance of the Council) before it goes to Cabinet
for final ratification.

Suffolk CC involves the VCS in the decision-making via an appraisal panel of
20, which includes the PCT and County Council senior managers (as it is a
joint pot between Social Services and the PCT). Very few, if any, other
Councils were found to include the VCS in their decision-making processes,
unless they outsourced the whole operation - see below in section on
Outsourcing.

Other alternatives used for decision-making include:

e one Portfolio Holder for VCS makes all decisions on grants (more
common in Districts)

e (Cabinet Members decide on amounts over £20,000

e Cabinet Portfolio Holders use delegated powers to decide amounts.

Maldon District Council’s officer said she was in favour of using a Citizens
Panel to decide on grants - “but when we tried to put this to the Members,
they would not relinquish control of the grants.”

The research showed that small grants tend on the whole to be decided
upon by officers in consultation with Heads of Service/Directors, or
Directors making decisions based on officer recommendations. In one
Council which operates ‘area working’, Area Committees are used to
allocate very small grants of up to £3,000 - but mostly only a few hundred
pounds each.

Chester City Council also has a pot of money available to each Area
Committee. This apparently works well “because local people are involved
in the decision-making process”. There is no management fee and the
Council maintains the admin role within the Area Committee management.

Derby City Council operates a similar area-based small grants pot, with
decisions made locally by Members. Sheffield’s small grants are considered
by an advisory panel of officers and VCS reps, with the decisions being made
by a Director. Newcastle City Council’s ward-level committees comprise
three Members and an officer, who give out grants from their delegated
budgets.
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Lack of transparency in decision-making

One factor was found to be common to several Councils which involve
Members closely with grants to the voluntary sector: a certain lack of
transparency regarding the way decisions are made by Members about which
groups should get core funding. One officer explained that quite a number
of core funded organisations get grants for “being important” or providing a
“vital service in the city”, which he said was “not always a transparent
choice”. In a different Council, the VCS officer said “the Council had
decided who merited longer term funding” before his time, but it was not
obvious on what basis. When the author questioned a third Council on this,
the officer said she thought the relationship of trust overcame the
perception of lack of transparency in who gets longer term funding. All
these suggest that no scoring system or officer-led assessment process are
used - unless Members merely override them (the answer to this did not
emerge from the research).

In the author’s opinion, there is no reason why Members should not operate
a transparent system for allocating grants, especially if they understand and
can see that officers operate a rigorous and corporate assessment process.
In Worcs CC, at a time when a root-and-branch review of all grant funding is
happening, it should be easier for the PAG to instil this new way of thinking
regarding transparency and fairness into all Members who may be involved
in the process - and those who are not (who may be subject to lobbying
from local groups and attempt to influence the decision-making on that
basis).

Recommendation 5: that Worcs CC has a set of Grants Protocols that set out
the process by which officers and Members deal with grants, to ensure that
the Council has a transparent process to deal with grants and that the
agreed decision-making process is adhered to by all concerned. The
Protocols could be referred to in the local Compact Funding Code.

It is not advisable for the author to make a recommendation on how Worcs
CC should make decisions on awarding grants. This is because the choice of
decision-making process must be one that fits with the political and
management model in place in any Council, and may also be dictated by
financial standing orders (ie the level of financial decision-making that an
officer/director may make). It will also depend on whether Cabinet
Members wish to elevate the decision-making on grants to the ‘public’
status that Cabinet meetings and papers have, or whether they wish to
distance themselves from a process that some Lead Members in other
Councils consider to involve too much lobbying and adverse publicity over
small sums being refused.

The main factors to consider in deciding upon a good decision-making
process should include:
e who should be involved - VCS reps, Portfolio Holders, back-bench
Members etc
e delegated decision-making powers of Members/Directors
e ease of operation of process - an unwieldy, time-consuming process
will always be short-circuited by busy officers!
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e timescales: the length of time available between the closing date for
applications and the promised notification date, allowing adequate
time for officers to carry out assessments (often on top of the day
job).

VCS infrastructure groups may be reluctant to take part in any decision-
making process which affects the income of groups they support in the day-
to-day, as this would alter the trust between them - especially as the groups
feel they can approach CVSs with problems they wouldn’t necessarily tell
funders. Involving non-infrastructure groups might raise the question of
“how did X group get chosen?” - unless the local VCS has developed
democratic representative structures eg through a VCS Assembly.

Timing of Notification of Grant Awards

It is advisable, and in keeping with most Councils’ Compacts, to allow three
months’ notification of a change in funding or the level of a newly-agreed
grant. Most Councils said grants run with the financial year, April to end of
March but, as the traditional budget-setting period for Councils is around
Jan/Feb, it is almost impossible to give enough notification to the VCS of
the coming year’s grant amounts.

Two ways of getting around this difficulty are:

e to stop aligning grants with the financial year, as Worcs CC proposes
to do and Stroud District Council does (decisions are made in June
each year; grants run from 1 September)

e to give notice of provisional amounts or officer recommendations in
Dec/Jan, then confirm these after the Council budget is ratified in
February. This requires confidence in budget planning, as it would
not be helpful for a vol org to be told in December it was likely to
receive £10,000 - only for this to be revised to £5,000 after the
budget-setting in February.

However, one Council said they “would not dare” to notify the VCS in
advance of officers’ recommendations as it “would only result in widespread
lobbying of Councillors who would overturn our recommendations”, so
preferred only to communicate the final decisions of Cabinet.

As well as complying with the Compact, Councils operating early notification
were keen for their VCS to be able to plan services, with provisional
knowledge of their grants, several months before the funding period begins
in order to have sufficient time to make adjustments to staffing if
necessary.

This is of particular importance when a Council is moving from a historical
funding process to one where vol orgs are applying for grants for the first
time in many years, as there may well be significant changes to levels of
funding. Nottingham City Council is planning a ‘decommissioning process’ to
move from a historical pattern of funding to one based on departmental
priorities: the VCS will be informed a year in advance of what these new
priorities will be, to allow them time to adjust their services or look
elsewhere for funding. Tapering of funding in the final year was used by the
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old Community Fund to encourage the VCS to develop an exit strategy
rather than end a service suddenly when that source of funding ceased.

Outsourcing
Worcs CC may like to consider the concept of outsourcing the management
of some of its grants to a third party - eg its small grants.

Richmond, Allerdale and Worthing Councils all give at least part of their
grants budget to another organisation to manage: a CVS, Community
Foundation and a Community Chest run by a vol org respectively. They do
this either to involve the VCS in a kind of ‘shared ownership’ of grants, or to
save on officer salaries (although they pay a management fee to the third
party). Those that do outsource grant-giving say that it works very well, but
the majority of Councils prefer not to do so - perceiving the disadvantages
to outweigh the advantages.

Advantages of outsourcing include:

e Members able to focus on strategic service planning rather
operational delivery

e signals a departure from historic funding pot - is a new and different
approach

e no lengthy processes such as Cabinet decision-making, so can give
quicker turn-around

e outsourcing saves officer time and WCC money. Third party would
invite applics, assess, decide size of award and monitor delivery

e adds financial strength to the third party, so helps attract in new
funding streams to benefit local VCS with more grants for services (eg
if a Community Foundation).

Disadvantages are:

e Members lose control over a portion of WCC’s funding to the VCS

e WCC could lose credit for providing the funding

¢ a management fee would be payable, thus reducing the grants budget
if no new money was available

e no co-ordination of overall funding of voluntary sector - it wouldn’t
fit in with the new strategic grants programme

o officers still have to set up the process and monitor the third party

e may not be ‘legal’ within WCC’s constitution (ref ability to pass on
discretionary powers to a third party).

Recommendation 6: the author does not recommend that WCC outsources
grants at this time - it is better to get the new system up and running as a
whole, rather than trying to hive off part of an emerging process.

Appeals
Few Councils could be found which offered an appeals process. Most made
it clear to applicants that the Council’s decision is final. Many made
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reference to the difficulty of having to hold back some money from being
allocated in order to have the ability to pay more to an organisation which
successfully appealed. If no one appealed, this money would presumably
need to be distributed by increasing amounts that had already been notified
to groups (rather than remain unspent). One officer said “How do you know
how much to put aside? It’s just too difficult!” If money were not held back
or found elsewhere, then the Council would have to ‘rob Peter to pay Paul’
by re-allocating grants that had just been confirmed.

Other disadvantages mentioned by officers included:

how time-consuming it would be for officers to set up independent
panels, brief them on the process etc

it didn’t give the VCS the incentive to write a good application if they
knew they could amplify it later verbally to Members at an appeal
there was little to gain from allowing appeals within a tightly limited
budget, compared to the amount of disruption and extra work it
caused

if opposition Members were involved, they might use the opportunity
to score political points by overturning Cabinet Members’ decisions on
grants.

Advantages of an appeals process might include:

avoiding genuine misunderstandings by officers of a poorly written
application - this would benefit smaller orgs, the BME sector whose
first language may not be English and community groups relying on
volunteers. However, this could be overcome in other ways - eg more
contact between assessing officers and such groups.

being open to challenge

being seen to be fair.

The few examples of Councils allowing appeals included three quite
different models:

Southend-on-Sea Borough Council operates an initial ‘screening’
process where all applications are assessed against the grants criteria
(Council priorities and the expected organisational standards). Any
voluntary organisation failing to measure up against these is sent a
letter within two weeks of the closing date telling them they have
failed the basic eligibility criteria. The vol org can appeal against
this. The advantage of this process is that no money has been
allocated at the stage of appeals.

Reading Borough Council allows appeals against the ‘process’ of
assessment if they think they have been unfairly treated - they
cannot just appeal because they are unhappy with the sum allocated.
These are heard at a review meeting of two Lead Councillors, the
relevant Head of Service and the VCS Support Manager, and the
outcome is notified within 3 days of receiving the appeal. If the
organisation is still not happy, they can resort to the Council’s
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complaints procedure. Out of 5 appeals ever received, only 2 have
been upheld.

e Nottingham City Council has a lengthy appeals process which allows
groups to appeal against the amount awarded. They can only do this
by not allocating all the possible grant money. The appeals panel
consists of a Member (not a Portfolio Holder) who wasn’t involved in
the original grant decisions, a prominent representative of the VCS
whose organisation is not applying for a grant, and the Corporate
Director responsible for the VCS. Applicants present additional
information in support of their appeal, the Head of Community
Cohesion presents the corporate view (ie not the view of the
Directorate concerned) and the panel makes its decision behind
closed doors following the presentations. Several grants have been
increased following appeals. (This only takes place every three
years, due to multi-year funding.)

Reading BC stressed the importance of the good relationship they have with
their local VCS as being a key factor in keeping appeals to a minimum,
because there is an ongoing dialogue and trust between officers and the
VCS.

Newcastle City Council permits complaints against the process too, but
stated that the quality of the feedback from officers to groups means there
are few, if any, complaints as groups feel they understand why they
received the amount they were allocated.

A few Councils notify groups of the officers’ recommended amounts
immediately after the assessment and before the final decision-making. If
unhappy with the amount, the group can discuss the reasons for it with the
assessing officer - but since the reason is usually a lack of money or over-
subscription to the budget, this seldom results in the group trying to take
further action to challenge it.

The author considers Southend’s screening process to be very fair -
particularly because it ensures groups are notified early in the proceedings
that they don’t qualify for a grant at all - rather than waiting several
months only to hear they have been unsuccessful. This gives them a head-
start in seeking other funding.

Compact and Appeals

Some Councils mentioned the Compact and their local Funding &
Procurement Code of Practice in the context of appeals - but all of them
stated the Compact Group would not get involved with individual
disputes/appeals about the size of grants awarded. One Council said the
Compact Group took evidence from vol orgs about perceived unfairness in
the assessment process, then presented these (anonymously) to the Council
in order to improve their practices in future.

WCC may wish to consider how it can rise to the demands of its local
Compact F&P Code, which states that there will be “a clear appeals process
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in the event of dispute about how a grant has been awarded (the
Worcestershire Partnership aims to develop a Disputes Resolution policy as
part of its ongoing Compact development work).” N.B. The author’s
recommendations below may thus not be considered sufficient for this
purpose.

Recommendation 7: that Worcs CC considers an initial ‘screening’ against
the grant priorities of each budget to weed out ineligible applicants, and
notify those who don’t meet them early in the process. Such groups are
then invited to show how they think they do meet the criteria by submitting
further evidence verbally or in writing - perhaps to the VCS Co-ordinator
rather than the assessing officer.

Recommendation 8: that robust feedback be given (preferably verbally) to
groups that don’t get grants, or get less than they asked for, with the aim of
reducing the need for appeals, once the organisation concerned understands
the reason.

Publicising Grant Awards

It is good practice for a Council to publish a list of grant recipients - at least
the name of the organisation and the amount given, if not the purpose of
the grant too. This should be in an accessible place such as the Council’s
web page for VCS affairs, and may also be publicised via the local press,
infrastructure newsletters, websites etc. Some Councils websites carried
such lists, and some of those which didn’t have a list in place at the time of
this research said theirs would appear after decision-making in Jan/Feb
2008.

Reserves

Reserves are defined by the Charity Commission’ as “resources that could be
spent, but are instead held back from expenditure”. Traditionally, many
Councils and other funders have viewed the holding of reserves by vol orgs
as an indication that they do not need a grant (where the level of reserves is
similar to or higher than the amount of grant requested). It is generally felt
to be good practice to hold at least six months’ running costs in reserve, but
for many vol orgs, this level remains something to aspire to which is very
much higher than the reality in their bank balances. Contrary to popular
belief, the Charity Commission does not actually make a recommendation on
the amount.

Councils are sometimes unaware that reserves may be ‘restricted’ and can
only be spent on the work for which the funder in question awarded it.
Good practice would be to ask the vol org about both restricted and
unrestricted® funding, to get the true picture of its financial security.
However, the VCS can try to disguise unrestricted reserves as restricted
ones, if groups fear they won’t get a grant if they have ‘too much’ money in
the bank. There is also a widespread lack of understanding about reserves,

7 In RS3a Charity Reserves — see bibliography
¥ For a definition of restricted & unrestricted reserves, see Charity Commission leaflet CC19.

21

RZ Hankins Consultancy
Oct 2007



especially amongst smaller VCS groups: the author has experienced that
answers to questions on application forms often turn out to be inaccurate
through ignorance rather than a desire to mislead.

One Council which wanted to take a ‘hard line’ on reserves stated that no
grants would be given to those with more than 12 months running costs in
reserve - on the basis that Members wished to give grants to vol orgs with
less money. This is in stark contrast to those Councils which are keen to
commission services from the VCS: they tend to be less concerned about
high levels of reserves - rather, they consider this to show the vol org to be
more sustainable and unlikely to get into financial difficulties and thus
compromise the contracted service.

The Charity Commission recommends that “grant makers should:

e publish their policies on grant giving and their policy towards
applicants’ reserves;

e seek to develop grant application assessment procedures that allow
charities to explain (where relevant) their reserves policy and reasons
for their level of reserves

e take a charity’s reserves policy and reserves level into account when
determining grant awards.”

Recommendation 9: that Worcs CC consults and then decides on a reserves
policy, and explains it to the VCS (eg during surgeries about grants criteria
or form-filling). A clause can also be added to the new application forms
which asks about restricted and unrestricted reserves.

Grants as well as contracts?

From the research, only two Councils appeared to address this question.
One allowed vol orgs with an existing contract (from Supporting People for
provision of a women’s refuge service) to apply for a grant as well, but only
where it was to fund outreach or other additional services for the users that
were not covered by the contract. The other Council had a similar approach
- stating that a vol org should bid for a contract on a full cost recovery basis
and not rely on that Council’s grants to top up a service that the Supporting
People Team contracted them to provide.

Recommendation 10: that Worcs CC considers whether it needs to adopt a
position on this, which can then be explained to the local VCS by both grants
and commissioning officers. Given that the timescales for renewing
contracts in Worcestershire will take place this year before grant
applications can be made, WCC’s views should be made clear to the VCS as
soon as possible, and as part of the information on bidding for contracts.
(Mention has been made of this in paragraph 19 of the COMB report of
24/7/07 on shopping, investing and giving.)
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Lessons learned

This report has drawn from the experiences of 27 Councils. Below are some
of the more noteworthy statements from officers interviewed - quoting the
lessons they’d learned and the key points they considered to be most
helpful in designing a new grants process.

Our small Arts Develop-
ment budget has always
been “three strikes and
you’re out” - | say “make
the rules clear and stick
to them” even if the VCS
don’t like it!

y

Maintaining a
mix of funding is
important.

AN

Give really honest
feedback to groups
- not just a letter
stating they
haven’t been given

a grant.

Think about what type of
funder your Council wants
to be - read The Grant-
Making Tango!

| found a great need for
training in writing
application forms - mostly
because we hadn’t made
them fill in forms for
years.

Conclusion

When we found

groups that had
obvious weaknesses
coming out through

the application

forms, we referred
them straight to our
local CVS for help. /

N

Our relationship with
the VCS is the key to
success with grants -
we have no appeals!

/All our departments\

are moving towards
one corporate
system from
disparate ones and
it makes us so much
more joined up.

Don’t over-monitor,
otherwise your and their
focus will end up moving
from service delivery to
‘process’.

The following quotation from the Third Sector Commission seems like a good
note on which to end this report, offering as it does a reflection of what
Worcestershire County Council intends to do, as well as suggesting a future
challenge around joining up funding with its neighbouring Councils:

“We believe that an appropriate mix of grant, loan, contractual income and
voluntary income will help many more organisations become sustainable.
Moving from one year to three-year [funding] as the norm will also help
organisations to focus on sustainability, rather than spending quality time on
renewing grant and contract funding every year. Joint commissioning of
services across borough boundaries... could also support the third sector

stability.”

RZ Hankins Consultancy
Oct 2007
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List of Councils

Allerdale Borough Council
Birmingham City Council

Bristol City Council

Chester City Council

Derby City Council

Dorset County Council

Essex County Council

Gloucester City Council
Gloucestershire County Council

Hull City Council

London Borough of Hackney Council
Luton Borough Council

Maldon District Council

Newcastle City Council

Nottingham City Council
Nottinghamshire County Council
Portsmouth City Council

Reading Borough Council

London Borough of Richmond Council
Royal Borough of Kensington & Chelsea Council
Sheffield City Council

Solihull Metropolitan Borough Council
Southend-on-Sea Borough Council
Stroud District Council

Suffolk County Council

Warwickshire County Council
Worthing Borough Council.
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