Pre-Budget 2025-26 Scrutiny

Third Sector Funding Principles

Purpose of this call for views

As part of its pre-budget scrutiny process, the Social Justice and Social Security
Committee has launched a call for views around third sector funding principles. The
Committee "would like to understand what can be done now to make the funding
process more éefficient, so available funding can be used more effectively.”

This paper provides responses to the questions posed by the Committee.

Responses to Committee Questions

About us:

CCPS is the voice of not-for-profit social care providers in Scotland.

Our vision is for individuals and families to thrive through a rights and relationship-based care
and support system.

We have over 90 provider organisations in our membership with remits spanning care and
support for children, young people and families; disabled people; older people; people with
learning disabilities; people in the justice system; people experiencing homelessness, and more.
Our members work in every local authority area in Scotland.

CCPS hosts The Criminal Justice Voluntary Sector Forum, a national intermediary body for third
sector providers in the justice field. And we also co-host The Housing Support Enabling Unit
with the SFHA, which supports and assists providers of housing support.

CCPS is a registered charity, and a company limited by guarantee.

The majority of total funding managed by CCPS, for our own and our hosted units’ work, comes
from the Scottish Government. They invest in our expertise to influence policy and work closely
with us to ensure the voice of our constituent members is heard in government. We are also a
key conduit from government to our respective sectors. Our relationships with our various
sponsor teams are excellent and we are confident of their support and respect for the work we
deliver through public funding. However, there is a lack of long-term funding that negatively
impacts sustainability and impact. There are restrictions on funding that reduce effective
response. And there are funding processes which work against the culture of trust, respect and
support we work hard with our sponsors to develop; these issues will be the focus of our
response.

This form does not easily allow us to share both our own experience of funding as a third sector
organisation and the experiences of our wider network of not-for-profit providers in
membership. Many of the issues we raise as CCPS are shared by members funded through the
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public purse, and we hear of these struggles every day. Where there is a particular issue,
separate from our own experience, which we feel is important to raise in relation to our
members’ experiences, we note this. We appreciate our members may have responded
individually.

At the outset, we would like to bring to the attention of the Committee that pay for the not-for-
profit social care and support sector is set by Scottish Government and distributed (not always
as we might like) by local government. Workforce costs make up the majority of any social care
and support organisation. Pay uplifts are currently announced annually by the Scottish
Government, with distribution negotiated through CoSLA. In many cases such uplifts are not
timeously received by charitable providers. Awards remain insufficient to recognise the value of
social care and support. Sectoral Bargaining — if it is successfully introduced — may bring the
opportunity to negotiate multi-year pay deals to address historic under-resourcing of social care
and support staff who deliver funded public services in not-for-profit providers. But this is not
yet tested.

Sustainability and long-term planning for not-for-profit organisations is becoming ever more
elusive, and, given the Cabinet Secretary for Finance and Local Government's comments just
this week, this uncertainty has greatly increased. We note the former First Minister’s
commitments in November 2023 to increase the number of grants offered for two years. We
have seen no evidence that our sponsors have been able to enact this in our own income for
2024-25.

Longer-term funding for us and our members would:

e Free the significant capacity and capability within organisations required to service
annual funding cycles to be more productive in delivering their core social purpose.

e Support larger and more impactful, wide-reaching projects to be planned and developed
over time.

e Support the development of relationships in partnership funding arrangements, which
take time.

¢ Avoid the concentration of activity into Qs 3 and 4 where funding is for project work,
which is often necessary given the late notice of grants.

e Support Fair Work principles far more effectively by underpinning increased job security,
family and community wealth building, and reducing stress and anxiety in the
workplace.

e Improve staff recruitment, reduce turnover and keep investment in staff skills and
expertise.

e Reduce the financial risk to charitable organisations like ours which, every year, must
take the risk of underwriting Q1 staff salaries and organisational operating costs from
reserves to avoid the loss of talent through redundancy due to extremely late funding
decisions.

e Reduce the risk of service reduction, suspension or loss in our member organisations
who support some of the most vulnerable citizens of all ages in communities across
Scotland.



Annual cost of living / inflationary uplifts for all costs — not just workforce costs — would
need to be a ‘given’ in the negotiation of multi-year models.

Often individual staff salaries are funded from different sources, either through part-time
working in different programmes within one organisation or by funders supporting
pooling of resource within an organisation to benefit from expertise and best value.
However, where separate funds are awarded for different time periods this will provide a
significant point of stress on employment contracts and risk loss of staffing and delivery
across projects.

The world is changing at pace, and we have experienced a number of severe system
shocks in recent years — from COVID to Brexit to austerity and the recent economic
crash. Multi-year funds must be delivered within a commissioning culture which supports
recipients to remain responsive to the needs they recognise within their own area of
work.

There is a risk that new and emerging organisations find it increasingly difficult to thrive
where larger multi-year contracts leave little space for seed and development funding.
There is a risk that, at the end of multi-year funding deals, commissioners prioritise
perceived innovation over maintenance of successful, established programmes or
services — with the loss of vital, trusted supports to those who rely on them.

As noted above, CCPS employees face annual uncertainty over the continuation of their
contracts due to persistent uncertainty in grants. In the current financial year, for
example, we had been in discussion to secure seven one-year grants with government
officials since the turn of the year — but had only one grant confirmed by 31 March,
despite the work of civil servants to seek departmental decisions and the commitment of
the Cabinet Secretary for Social Justice to communicate decisions to our sector before
year-end.

We learnt of the significant reduction of one grant in the first week of April and the
complete loss of continuation funding of one our largest grants in late April. Whilst our
highly professional team continue to deliver expertly on behalf of the sector, and provide
significant added value to the Scottish Government (which we know our individual
sponsors respect), the toll on individuals, on teams and on the financial sustainability of
the organisation — which will remain responsible for funding redundancy with no time to
plan — is immense.

For some years, the CCPS has board has agreed, each December, to underwrite staff
salaries and costs for the coming Q1 to avoid talented staff seeking alternate
employment after the New Year. We are fortunate, for now, to be in a position to do so
— but as a charity this may not always be the case. By planning to keep a significant
reserve for this purpose each year, we also reduce our ability to use reserves for other
development activity to improve our contribution to the sector and service to members.

And each year we must invest in keeping the productivity and morale of staff up in our
busiest time of year as they face deep personal uncertainty.



It would allow us to be far more responsive to the changing landscape we work in and
flex to the priorities of those delivering care and support.

It would allow us to get best value from public funds, flexing funding across priorities in
the most efficient way possible.

It would reduce the amount of time spent on securing grants — both by staff and
governors — and on reporting separately on individual funds. We assume it would,
likewise, free up valuable resource within our sponsor teams.

It would remove — or at least reduce — the current issues we face in multiple reporting
requirements across different grants from different Scottish Government departments.
It would signal that national funders trust us to deliver with our expertise in our field —
the very expertise they clearly want to invest in through awarding grants.

Similarly, for our constituent members’ delivering care and support services, it would
allow them to be wholly responsive and flexible in meeting the needs of the individuals
and families they support and would positively impact the morale and autonomy of their
professional staff.

The capacity and flexibility this approach would underpin would also support
organisations to embed participation, co-design and learning and improvement
frameworks, driving innovation and accountability in services.

None, as long as good dialogue within a culture of mutual respect is maintained with
funders.

In the winter of 2022-23 CCPS was engaged at ministerial level, and with partners, in
attempting to address the increasing crisis of capacity in our health and care system and
its negative impact on rights-based support. It was clear the dearth of detailed social
care data and intelligence to inform decision-making was hampering efforts to enable
the sector to play its part effectively by securing appropriate investment from central
government.

At the time, we were in receipt of a grant from the Digital Health and Care team in
Scottish Government and could see the potential for harnessing the experience of, and
available data from, our membership to build and deliver an experimental data set to
inform national decision well ahead of planning for the winter of 2023-24. We put a
proposal to our funders to change direction and build this work with members early in
2023, but it took many months to get sign-off from civil servants to allow us to
commence this work, curtailing our ability to co-produce the data sets, test them and
build our delivery capacity in advance of winter. Our impact in real time was inevitably
diminished, despite us providing our first cuts of valuable new data to government from
the turn of this year.



We had plans to continue to develop this work in partnership with CCPS membership as
system partners — but our funding bid was not successful for this year.

For CCPS this is incredibly important, but sadly in only three of our grants received for
2024-25 did we receive any uplift at all. CCPS has raised member fees — and user fees
have been increased for using the Better Futures tool — in the last year but we must
balance our need to raise income from the sector with the risk of the sector’s own
struggles in the face of reduced income from public sector contracts.

Staying competitive in the staffing market, and increasing salaries and benefits
accordingly, places pressures on all other areas of expenditure , reducing our
potential reach and impact.

Reserves reduce with no obvious way to rebuild them, less ability to weather
crises, and fewer opportunities to invest to save.

For our members we see significant effect on the lack of full cost recovery in
contracts and grants and also the lack of timely notification and payment in
many instances — which negatively impacts on both them and the people they
support. CCPS is developing work over this year, through our government
funding, to look at the wider impact of contract values.

e See other sections.

CCPS pays all staff above the Real Living Wage. Whilst it is the case that we are obliged
to do so in signing government grants, we would commit to this without a contractual
obligation because it is the right thing to do. However, where grants are flatlined or
reduced — and other income cannot be raised — maintaining fair salaries and terms
reduces other potential expenditure, some of which will impact on staff, such as
reductions in training funding.

It is true that we cannot offer commensurate terms and conditions with similar staff in
public sector organisation in similar roles (e.g. leave / pensions / additional benefits)
within available grants.

This year we have challenged clauses in central grants which prohibit expenditure on
employment costs arising from our legal obligations to employees in areas such as sick
and parental leave. This has been met with varying success due to inconsistent practice
and inconsistent interpretation of fair work principles within the Scottish Government.
We do not think such clauses are in the spirit of Fair Work principles.

For our members, the Scottish Government Real Living Wage policy for non-public
sector staff delivering public services — and the implementation of this — causes multiple
problems.



o First, during the period of the sector’s main COVID response, the Scottish
Government saw fit to value the workforce by uplifting the base rate of pay
above the Real Living Wage. This was then eroded in 2022 and now baseline
pay only tracks the Real Living Wage — which does not value the complex,
regulated, skilled work of the social care and support workforce.

o The disparity in funded pay rates in comparison to the public sector staff in
comparable jobs has put the not-for-profit sector at increasing disadvantage in a
competitive market for staff — impacting service delivery and the wellbeing of
employees.

o The distribution formula does not allow for sufficient differentials to be
maintained for more senior delivery staff and managers — resulting in a
significant issue in recruiting and retaining staff necessary to support staff and
the quality of service.

Over £50m of funding we had expected to be invested in sick pay, maternity and
paternity pay improvements for non-public sector employees, was stripped from the
2024-25 budget with no rationale after two years' work to agree funding. Whilst not
specific to the Real Living Wage, in our sector, the question is why wider Fair Work
commitments have not been delivered.

The Real Living Wage is a fundamentally positive baseline to ensure people across all
workplaces and sectors are paid fairly — but that does not mean it is the appropriate salary
baseline for all staff. Investment in the Real Living Wage is absolutely not the same as
required investment to deliver on Fair Work commitments in the social care sector.

Funding arrangements in our sector should underpin the principles of Fair Work. We draw
attention also to the SCVO fair funding principles.

Again, in relation to our members, we would urge a wider focus on Fair Work
commitments rather than the RLW commitment alone as the basis of improved funding
arrangements which would support far more effective recruitment and retention of a
professional, committed, regulated workforce in social care and support, housing and
justice. This would allow funding to also take into account staff support, education,
training, development (including the release of time for these), improved terms and
conditions — and, we would argue, the commitment to deliver parity with the public
sector.

Without funding which prioritises a sufficiently rewarded, developed and supported
workforce social care providers cannot be sustainable — and people who need support,
and their carers, lose out. Further information on the impact of the lack of Fair Work
delivery in our sector is available in our recent Social Care Benchmarking Report 2023
Executive Summary, part of research conducted by the University of Strathclyde and
commissioned by CCPS and the HR Not-For-Profit Sector Forum.

For CCPS:

e Improved transparency, and more standardisation, in requirements and decision-
making for government grants.


https://scvo.scot/policy/fair-funding-procurement/fair-funding/what-is-fair-funding
https://www.ccpscotland.org/wp-content/uploads/2024/07/Benchmarking-Report-Executive-summary-with-Introduction.pdf
https://www.ccpscotland.org/wp-content/uploads/2024/07/Benchmarking-Report-Executive-summary-with-Introduction.pdf

e A focus on monitoring outcomes, not outputs. Light-touch monitoring where trusted
relationships have evolved.

e Timely decisions on funding, by the end of Q3 for the following year, to support
reductions in risk on charities, improved planning, employee security and better use
of investment over time.

e Payment in advance, not in arrears.

e Multi-year grants with broad terms to support autonomy and flexibility.

e Standard contract terms from Scottish Government, including data retention policies,
exclusions and grant reporting and payment cycles.

e The full application of Fair Work Principles and principles of ethical commissioning
into the awarding and management of grants

e Flexibility between government departments to share funds into unified grants to
support better value and much reduced reporting.

Evaluation Scotland have some examples of good practice the committee may be interested in:
Harmonising Reporting - Evaluation Support Scotland

Reporting best practice - Evaluation Support Scotland

Understanding intermediaries' impact - Evaluation Support Scotland



https://evaluationsupportscotland.org.uk/resources/harmonising-reporting/
https://evaluationsupportscotland.org.uk/what-we-do/support-funders/reporting-best-practice/
https://evaluationsupportscotland.org.uk/what-we-do/thematic-programmes/understanding-intermediaries-impact/

