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Introduction

This briefing pack contains a transcript of a speech given by Phil Woolas MP, the Minister for Local Government & Community Cohesion, on 22nd June 2006 to the Future Services Network's Three Sector Summit.

In his speech, Phil Woolas argues that local government and the third sector are both at the core of the newly created Department for Communities and Local Government's agenda of delivering sustainable and cohesive communities. That the emerging vision for local government in seeing greater devolution to local areas and strengthen local accountability will benefit both local government and the third sector.

Alongside the sector's many roles including as an advocate, campaigner and in creating social capital, the third sector also has a role in the delivery of local public services. This is a role which alongside the others, the Government wishes to promote. The Cross Government Action Plan for the Third Sector to be published this autumn will provide a framework across the whole of Government for doing so. 

Phil Woolas went on in speech to outline a framework for local government in strengthening the role of the Third Sector (voluntary, community and social enterprise organisations) in the delivery of local public services. This framework is based upon four principles:
· Fair, sustainable and stable funding for the third sector; 
· Strong national and local leadership and a constructive working relationship between the sectors; 
· Commissioning & Procurement practices which are intelligent and encourage innovation; and
· Stable and sustained growth of the third sector.
He concluded by calling for an equivalent response from the third sector itself to recognise where it needs strengthening in its relationship with local government and to respond to the challenges and opportunities which lie ahead.

If you want further details of the framework further briefings on progress will be issued.  
In the meantime you can contact: mark.upton@communities.gsi.gov.uk
A framework for strengthening the Third Sector's role in the delivery of local public services

1. Fair, sustainable and stable funding for the third sector

Every local authority, subject to normal democratic controls, will be expected to pass on the certainty of three-year central government financial settlements to third sector partners it grant funds where it represents good value for money to do so.

Three-year funding for the sector should not be regarded as a maximum across the board, where local government is contracting with third sector bodies they should be offered long-term contracting opportunities on a level-playing with the private sector.

Working with the Local Government Association, the Audit Commission and CIPFA to build Compact principles into local government financial codes of practice, the advice given to District Auditors and the way in which good financial management is assessed through the Comprehensive Performance Assessment. 

DCLG will be exploring with the LGA and the IDeA the scope for introducing peer and partner challenge to help improve the relationship between local government and the third sector and, targeting those councils who are falling below "minimum standards" expected.

In expanding the sector's role in the delivery of local public services we to avoid compromising the valued independence of the sector by helping the sector develop its asset base and reducing the sector's dependence on grants.

2. There needs to be strong national and local leadership and a constructive working relationship between local government and the third sector

Establishing a tripartite relationship between central and local government and the third sector through a senior engagement board. The Board will be co-chaired by Phil Woolas, the Minister for Local Government & Community Cohesion and a prominent person from within local government providing strategic direction and national leadership to the range of initiatives to improve the relationship between the sectors.
Building on existing forums encouraging the development of regional and local networks between the two sectors to strengthen local leadership and practical working relationships. 
This includes the aspiration to see over the longer term a fully fledge third sector support body in every area which represents and supports all parts of the community to a quality standard.

3. Commissioning & Procurement practices need to be intelligent and encourage innovation in the sector
The appointment of the North East Regional Centre of Excellence as lead centre on Third Sector issues focusing on improving Commissioning & Procurement practices.
The NE RCE will work with the IDeA and the 4Ps to develop, over time, a national programme of capacity building work to drive efforts to improve commissioning and procurement practices in relation to the third sector including:

· Standard contracts and contract solutions;
· Awareness and skills training  for elected members and senior officers;
· Access to specialist guidance and support; and
· More effective dialogue between commissioners and providers in the third sector.

The NE Centre will also work with DCLG to put in place arrangements to monitor the profile of expenditure with the third sector in local government and, the progress being made by councils to improve their procurement and funding practices. 
4. Stable and sustained growth of the sector

Publication of a discussion paper specifically looking at the sector's future potential for growth in the areas of: 

· waste management

· local & community transport and 

· neighbourhood & street scene services

Working with the Department of Culture, Media & Sport to explore new and expanded in areas of community leisure and the public library service.

A DCLG hosted summit meeting in the autumn on unlocking the potential of the Third Sector.

Other DCLG activity to promote third sector in the delivery of local public services
In addition to these new measures announced in Phil Woolas the Department for Communities and Local Government has a number of other policies, programmes and projects which promote third sector's role in the delivery of local public services including:
· Local Area Agreements (LAA) and Local Strategic Partnerships (LSP) are already facilitating greater involvement of the third sector in setting local priorities, designing services and then ultimately becoming more involved in delivering services to their communities. LAAs are important and effective mechanism for securing better outcomes, rationalising funding streams and targets, and through LSPs fostering versatile partnership arrangements between local authorities and the third sector. 
LAAs must include a statement of the involvement of the VCS and local people in the design and delivery of the agreement.  It should also state how partners have considered the capacity of the VCS to contribute effectively in all four LAA blocks. The Safer and Stronger Communities block also includes a mandatory outcome and indicators on community empowerment (i.e. a commitment to community capacity building). 

· A cross-sector working group chaired by DCLG published proposals
 in March setting out how we can promote community ownership and management of assets. DCLG has already taken steps to relax its rules on charges over assets acquired with grant, and so on grant clawback, which will in future make it easier for community organisations to make the most of assets acquired with DCLG grant. And we are considering the principles and practicalities of introducing a "community right to first refusal" in England allowing communities to register an interest in land or buildings with an option to buy when land comes up for sale. 
· The Local Community Taskforce has been examining the options for maximising sustainable investment in the sector with a view to decreasing its dependence on grants and safeguarding its independence. The Taskforce is due to report shortly.
· Supporting people is one of the largest single sources of Government funding for the third sector. Over 65% of the approximately £1.7 billion programme is delivered by the sector providing housing related support services in our society. The recent consultation paper on the Supporting People national strategy
 recognised that the continuing success of the programme is to ensure the linkages with social and health are fully realised at the frontline and, that the vital role that the third sector plays is continued to be recognised and supported. 
Helping ensure more effective relationships between councils and its delivery partners within the third sector (and elsewhere) the Supporting People Value Improvement Projects are producing a series of specialist products (which includes template contracts, pre-qualification templates etc.) in summer 2006.
· Supporting greater tenant involvement in the management and ownership of their homes by promoting consideration of options such as community gateway, community mutual approach and community land trusts as additional ways to meet the decent homes target.
· Third sector agencies are at the forefront of action to tackle and prevent homelessness.  The requirement to develop local homelessness strategies has led to closer engagement between local authorities and voluntary agencies.  The revised statutory Homelessness Code of Guidance will make clear that local authorities need to seek the participation of all relevant agencies, including those from the third sector, in the prevention of homelessness, and in the provision of accommodation and support for homeless people. DCLG are also investing in capacity building and infrastructure support for the homeless sector through Homeless Link. 

· Seeking applications for Beacon Scheme status from councils that have demonstrated a real commitment to effectively utilise the skills and capacities of the third sector in the drive to improve public services. It is expected that the councils chosen for Beacon Council status will be announced in March 2007. 
· DCLG is sponsoring two Invest to Save Budget projects: Camden Council will take forward a project to demonstrate and realise social benefits and efficiency savings through the use of third sector organisations. Dorset Council will support public sector procurement from the third sector in Dorset by building capacity amongst third sector.

Speech by Phil Woolas MP, Minister for Local Government & Community Cohesion, to the Future Services Network's Three Sector Summit on 22nd June 2006

"A framework for strengthening the Third Sector's role in the delivery of local public services"

The first point I want to make today is that the relationship between the third sector and local government is very important indeed. Local government is the sector's biggest funder from the public sector. To take just one example, DCLG's Supporting People programme provides local government with around £1.7bn to support independent living. Around £1bn of that money is spent with the third sector. 

Second, both local government and the third sector are at the core of my department's agenda of delivering sustainable and cohesive communities. 

I recognise that the relationship between my department and the third sector is sometimes a tricky one. We are trying to address a dichotomy. On the one hand we are trying to give greater autonomy to local government and local areas and at the same time we, and others, are concerned that we do not allow a postcode lottery. 

Our direction of travel over the longer term – which we will set out in a local government White Paper later this year – will provide even greater freedom for both local government and non-statutory agencies in determining what priorities and action will work for their local areas. Local Strategic Partnerships and local area agreements will be central to that and so will the third sector as part of them. 

At the same time we will also strengthen the accountability of local government and other statutory agencies to local people. That is the right course of action and it is one which we firmly believe the third sector will benefit from – both local autonomy and local accountability. But we have to get there. 

The Cross Government Action Plan on the Third Sector to be published this autumn will provide that framework across the whole of government. Today I would like to set out the framework for local government and specifically look at how we develop a greater role for the third sector in the delivery of local public services.
Fair, sustainable and stable funding for the sector
The foundation stone of our framework is fair, sustainable and stable funding for the sector. It is my belief that stability of funding is of equal importance to the level of funding.

We have recently introduced multi-year financial settlements for local authorities. The two-year settlement for this year and next will be followed by three-year settlements for the spending review starting in April 2008. And we are increasingly moving towards three-year settlements for specific grants through the local area agreements.

Third sector and other bodies which rely on local authorities for grant funding should, subject to normal democratic controls, also benefit. The expectation should now be that authorities will introduce their own multi-year approach to grant funding in all cases where this represents good value for money.

Three-year funding should not be regarded as a maximum across the board. Many third sector bodies are seeking to compete with the private sector and other providers to deliver mainstream services. Longer-term contracts which offer the prospects of service investment and transformation need to be 5 years or longer. Third sector bodies contracting to deliver public services should be considered on their merits and on a level playing field. 

Stable funding is only one concern for the sector. There are also issues about full-cost recovery, risk allocation and advance payments.

I am aware that the Treasury has recently re-issued its guidance on funding third sector bodies. Compacts are being actively implemented across the sector. Though not at the rate of progress we wanted to see. We need to come up with the equivalent guidance for local government, but I want to go further.

Therefore working with the LGA, the Audit Commission and CIPFA we will build the compact principles into local government financial codes of practice and the way in which good financial management is assessed through the CPA. 

We will also explore with the LGA and the IDeA how their own ideas for peer and partner challenge could potentially help improve the relationship between local government and the third sector. Here we will target those councils which are falling below the 'minimum standards' expected.

In seeking to expand the sector's role in the delivery of public services we need to avoid compromising the valued independence of the sector. This is the source of its strength. A key guarantor of that independence will be the sector's asset base and reducing the sector's dependence on grants. There are two key developments here.

First, the Local Community Taskforce's report on funding which we will publish shortly. And second, the proposals we published in March to promote community management and ownership of assets. And here we are considering introducing a "community right to first refusal" in England. This will allow communities to register an interest in land or buildings with an option to buy when they come up for sale. 

If we are to be successful in transforming the relationship between the sectors this has to be a framework supported by the commitment of leaders of both the third sector and of local government. They must make it happen. Government can facilitate that and deliver certain key commitments. But central government is not there in the community. 
Strong national and local leadership
That is why the second part of this framework is strong national and local leadership which individual councils and third sector organisations can respond to.  

Therefore I want to establish a tripartite relationship between central and local government and the third sector through a senior engagement board. Co-chaired by myself and a prominent person from within local government the board will provide strategic direction and national leadership to the range of initiatives aimed at improving the relationship between the two sectors. 

In turn, building on existing forums, we need to encourage the development of regional and local networks between the two sectors. This will generate local leadership and practical working relationships. 

This includes the aspiration to see, over the longer term, a fully fledged third sector support body in every area which represents and supports all parts of the community. We do not currently have such bodies to a reasonable standard in every council area. We need to work together to address that.
Commissioning & Procurement practices which are intelligent and encourage innovation
If we are going to get the most out of the third sector, commissioning and procurement practices need to be intelligent and encourage innovation. That is the fourth part of our framework. 

We recognise that some practices have put up unnecessary barriers and the shift from grants to contracts has been a difficult transition. Grants should still have a major role to play and contracts of course should be used appropriately. 

A considerable amount of effort and investment has been made to improve procurement practices in local government through the National Procurement Strategy. We will be publishing a progress report on that strategy this summer. Although there has been significant progress the indications are there is still much more to do. 

Today I would like to formally announce that the North East Regional Centre of Excellence will be taking lead for the rest of the centres on third sector issues. The Centre will work with the IDeA and the 4Ps to develop, over time, a national programme to improve commissioning and procurement practices in relation to the third sector, including standard contracts and training for elected members and senior officers.

The Centre will help my Department monitor the profile of commissioning expenditure with the third sector and the progress being made by councils to improve their procurement and funding practices.

Stable and sustained growth of the sector

The fourth and final part of the framework is about the stable and sustained growth of the sector. Not only in the volume of the public services it delivers, but also its breadth. Of course individual third sector providers have to prove they can deliver. There will not be any special favours. But it is highly desirable to have a mixed economy of service provision in local government and competitive supply markets. The third sector has an important role here.

There is already some breadth – for example agencies are involved in helping to tackle and prevent homelessness, Supporting People services, as well as recycling and the management of council leisure services.
 Ruth Kelly recently announced that we will be supporting greater involvement of tenants in the management and ownership of their homes to meet the decent homes target. 
This is the start. In the autumn we will be publishing a discussion paper specifically looking at the sector’s future for growth in waste management, local and community transport, and neighbourhood and street scene services. We will also work with the Department of Culture, Media & Sport in exploring new and expanded roles in community leisure and the public library service. And we will host a summit meeting in the autumn to facilitate progress in these areas.

Conclusion

I am conscious that the framework I have sketched out today is pointing in one direction – towards local government.

We also need an equivalent response from the third sector itself to recognise where it needs strengthening and to respond to the challenges and opportunities which lie ahead. We will seek that response through the new partnership I have announced today.

But from now it is extremely important for local authorities to approach partnership working with the third sector as ‘the norm’. The measures announced today will, I believe, help that process and improve the relationship between local government and the third sector. Thank you.

� "Communities Taking Control: Final Report of the Cross-sector Working Group on Community Management and Ownership of Assets", ODPM & Home Office, March 2006.


� "Creating Sustainable Communities: Supporting Independence", ODPM, November 2005
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