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Introduction 

1. The Scottish Council for Voluntary Organisations is the national body 
representing the interests of the voluntary sector in Scotland. It does so 
through its policy committee which is elected from its membership of around 
1300 Scottish voluntary organisations. SCVO’s mission is to advance the 
values and shared interests of the voluntary sector. We aim to provide 
voluntary organisations with information and support, to improve their 
effectiveness and efficiency and to represent their views to Government and 
other public bodies. Further details about SCVO can be found at 
www.scvo.org.uk.  

2. SCVO welcomes the opportunity to submit written evidence to the Finance 
Committee for its inquiry into future Scottish Government spending in advance 
of our invitation to submit verbal evidence on 12th May 2009. We note that the 
committee is considering the impact of recession on public sector budgets, 
pressures and demands on the Scottish Government’s next budget and the 
likely implications for subsequent budgets. 

Context 

3. In any tighter funding environment, areas of public services spending will 
need to be cut as recognised by all parties in the Scottish Parliament following 
the UK Budget. In SCVO’s experience, voluntary organisations delivering 
local public services feel particularly vulnerable1. While local authority funding 
accounts for 28% of the sector’s overall income out of a total 39% from public 
sector funding, it is difficult to assess currently whether the overall funding of 
the voluntary sector will be squeezed as a result of a tightening funding 
environment. However statistical analysis of a previous funding squeeze in 
1995 during local government reorganisation in Scotland does show evidence 
that this is likely (See Chart 1).  

Chart 1: Effect of local government reorganisation on voluntary sector funding 
 

                                                      
1 Evidence for this includes a dossier produced by Unison Scotland and Unite entitled, ‘Death by a 
Thousand cuts’ (March 2009). While SCVO does not agree with the ‘death’ premise, the dossier 
did show evidence of feelings of vulnerability amongst a substantial voluntary organisation staff 
across Scotland. We note that this point has also been echoed by Jo Armstrong from CPPR in her 
evidence to the Committee. 
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4. Nevertheless, individual voluntary organisations delivering local public 
services are particularly susceptible to cuts because of short term contracts, 
poor annual upraising of staff pay, and the lack of any efficiency savings 
passed on to voluntary organisations. These are in turn due to a weaker 
negotiating position, because voluntary organisations have a strong social or 
environmentally focused mission rather than a profit driven ethos. They are 
therefore less inclined to walk away from contracts than private sector delivery 
agents if the profit margin is not right.  

5. Indeed, it is certainly the case that Councils often seek to procure services 
from the voluntary sector at costs below the true cost of their own directly 
provided services.2 In the past we have seen voluntary organisations 
subsidise public services using voluntary income and reserves. Since 2007 
however, we have found that the ability of the sector to do this has declined 
as both reserves and donations have declined and the gap between excess 
income over expenditure significantly narrowed – the sector has been 
effectively ‘on the wire’.3 Indeed, since 2007 a number of voluntary 
organisations have opted to walk away from contracts because of concerns 
about the implications of underfunding on the quality of services provided.4 

6. It is now clear from the UK Chancellor’s 2009 budget that the recessionary 
environment will create a period of austerity for public service spending 
across the UK. Inevitably, the recession will accelerate the existing 
programme of public service tightening in Scotland since 2004. These were 
introduced as a result of slower increases in the Scottish Block settlements, 
itself a result of the drive towards greater public sector efficiency driven by the 
Gershon review in England. We note that the Scottish Block has slowed 
significantly since 2007 and that real terms cuts will start in 2010/11 and are 
already projected up to 2013/14. This coincided with the continued growth in 

                                                      
2 Evidence for this was formally reported in a research study into the ‘Impact of Full Cost Recovery’ 
commissioned by the previous Scottish Executive (2007). 
3 Evidence from the SCVO Panel 2007 based on direct analysis of Scottish voluntary organisation 
annual accounts, reported in ‘Scottish voluntary sector statistics 2007’. 
4 Examples are available for Aberdeen City, Glasgow, and most recently retendering of homeless 
services in Edinburgh. 

 



 

demand for social care and areas where the voluntary sector is a significant 
provider. 

7. Action to scrutinise Scottish Government budgets should therefore take into 
account the tightening public service spending environment predating the 
recession and the Committee should ensure that the recession and its legacy 
do not become the excuse for poor budgetary decisions. 

8. In order to meet the pressures and demands on the Government’s budget 
setting SCVO would like the Committee to champion a change in the budget 
setting process in order to make it more participative, equitable and 
transparent. We have provided a number of suggestions on how this could be 
achieved in practice below. 

9. In addition to the budget setting process, we also have some suggestions that 
may be within the Committee’s remit around enhancing the scrutiny of 
spending. We have detailed these towards the end of this submission. 

More participative 

10. From SCVO’s perspective, the budget setting process is too dependent on 
political imperatives. There is a sense that it involves too much reliance on the 
need to secure political support, and last minute changes to win Parliamentary 
votes. 

11. We believe the solution to this is to introduce a more participative approach to 
budget setting that involves the Scottish Government and Scottish 
Parliament’s social partners. Indeed, the Scottish Parliament’s founding 
principles are fully in line with a participative and inclusive approach to the 
governance of Scotland. The voluntary sector is a key social partner in this 
context. 

12. There needs to be a period of time in advance of the budget where a full, 
open and inclusive debate takes place on how to apportion resources and 
where to cut resources. This debate should involve social partners, such as 
the voluntary sector, who can bring experience and expertise from service 
delivery and advocacy that will help make the impact of the budget realistic 
and deliverable. However, this requires clear and accessible information on 
Budget options, specifically on what changes and allocations are possible to 
be available publicly in advance. 

13. We would therefore support CPPR’s proposals for a ‘challenge function’ in the 
form of an Independent Office for the Budget5 to set the factual background, 
clarify options, and comment on the soundness of Budget priorities and 
details as they emerge. We would suggest the following caveats. To aid 
independence and transparency, the Office should be accountable to 
Parliament not to the Government, and yet should have guaranteed access to 
Government Budget information. The Office should publish a factual Budget 
Options paper at the start of each budgeting round, and most crucially should 
act as the information point to demystify the Budget to social partners and the 
general public during the Budget setting process. 

                                                      
5 As presented to the Finance Committee in the CPPR’s evidence submission to this inquiry. We 
also note the presence of an Office for Budget in the United States from which we can pick up 
ideas on what could work. 

 



 

14. We call for the Government to play its part in this process by publishing a 
preliminary budget statement presenting its proposed high-level expenditure 
allocations for each public spending period. These should contain provisional 
allocations against a range of expenditure headings agreed with the proposed 
Office for the Budget for clarity and consistency. Following this publication, 
there should be a process of consultation on the Budget to provide adequate 
time for social partners to input to the Budget setting process. We see the 
Finance Committee having a key role in scrutinising this process and ensuring 
it is full, open and inclusive. 

More equitable 

15. The Committee needs to ensure that budget setting decisions are proofed 
along the lines of equality, inclusion, green and poverty issues. While 
voluntary organisations alongside other social partners have helped ensure 
that Scottish Parliament legislation takes into account its impact on these 
issues, there is much less opportunity for proofing the budget setting process 
in this connection. 

16. Social partners from the voluntary sector can help with this if they are involved 
in a more participative approach to budget setting as described above. The 
voluntary sector for example has already had some limited involvement in 
areas such as gender-proofing budgets through the Scottish Womens Budget 
Group. There are opportunities therefore to learn from existing practice. 

More transparent 

17. SCVO is concerned that the budget setting process is not transparent. Even 
when budget decisions are made, or cuts announced, it is unclear as to how 
these decisions have been arrived at. It is not clear who was involved in these 
decisions or the extent to which MSPs rather than civil servants have played a 
role in setting the budget.  

18. While the Scottish Government has put in place arrangements to report back 
on outcomes through the Scotland Performs framework, there does not 
appear to be arrangements to report back on the budget-setting process. 
Some areas of the civil service manage particularly large budgets such as the 
NHS in Scotland, the Enterprise agencies and Higher Education funding 
council. It is unclear how the budget allocation to these functions is decided 
and it is unclear how the budget setting process within these functions takes 
place. We believe that this needs to change by being made more transparent. 

19. One area of particular concern is the Committee’s budget-setting oversight of 
the Concordat between Scottish Government and Local Government. It is not 
clear to us the extent to which the Scottish Parliament has an opportunity to 
monitor the flow of the public pound. The resource should be followed s it 
makes it way from Scottish Government budgets to local authority budgets in 
response to local outcomes set by local authorities (with Community Planning 
partners) framed within national outcomes set by Scottish Government. We 
are unclear as to what oversight role the Committee has over this and 
whether the Committee has the power to ensure greater consistency between 
Scottish Government budget priorities and Single Outcome Agreements and 
an agreed Local Authority expenditure reporting system. 

 



 

20. We believe that our proposals for the Office for the Budget (building on 
CPPR’s suggestions) and the role of social partners as part of this, could offer 
discrete stages at which the social partners, including the voluntary sector and 
the wider public can check progress (See 13 above for proposed stages). This 
together with the scope for social partners to provide analysis and comments 
at each stage, would help to provide increased transparency over the Budget 
setting process. 

Smarter budgeting 

21. The recessionary environment will increase the need for Government to get 
smarter at achieving more with less. For example, SCVO and the voluntary 
sector in Scotland have already outlined the opportunity for an alternative 
community based option to connect the increasing need in communities with 
opportunities for job creation6. The Committee should aim to ensure that the 
Government is indeed being smarter in its budget setting decisions by fully 
engaging its social partners such as the voluntary sector in connecting with 
these quick wins. 

22. Another area of concern to the voluntary sector is the current focus on 
tendering all public services. The current view at both local and national 
government level seems to be that tendering is the only route to achieving 
efficient public spend. Tendering is a costly process that involves a substantial 
time commitment from the commissioner as well as the tenderer, and this is 
exacerbated by the continual retendering of key services. There are some 
indications of better value alternatives to tendering such as collaborative 
partnership-based approaches to service delivery – one area currently being 
explored is Public Social Partnerships, recently piloted as part of the EQUAL 
‘Strengthening the Social Economy’ programme. We would urge the 
Committee to scrutinise unnecessary tendering practice and encourage 
consideration of alternative approaches in order to save both Government 
money and voluntary sector jobs. 

Scrutiny of spend 

23. Within the context of devolved budget-setting to Local Government, it is 
accepted that scrutiny of local budget-setting should take place locally. 
However there is also an opportunity and, it could be argued, an obligation for 
central government to measure the impact of local budget decisions in order 
to monitor the effectiveness of budget setting decisions relating to the Scottish 
Block grant. 

24. The Scottish Government is already involved in piloting methodologies for 
assessing the impact of local initiatives through the voluntary sector. In 
particular we would refer to the Social Return on Investment pilots which are 
exploring methodologies for assessing the impact of voluntary organisations 
delivering local public service outcomes.  

25. If the committee accepts the case that Scottish Parliament needs to follow the 
Scottish Block grant and associated public money wherever and at whatever 
level it is deployed (national, local), then the Committee could adopt a role in 

                                                      
6 Further details available from www.scvo.org.uk/FutureJobsFund. 

 



 

championing scrutiny of spend through encouraging Scottish Government to 
measure the impact of its budget decisions, and crucially to report this 
publicly. As a key social partner directly involved with often the hardest to 
reach users of public services, the voluntary sector has a key role to play in 
supporting this activity. 

Conclusion 

26. In its strategic scrutiny of the Scottish Government’s budget we would 
therefore ask the Finance Committee to consider making the budget setting 
process (1) more participative through involvement of social partners including 
the voluntary sector, (2) more equitable by working with social partners to 
equality proof budget setting decisions and (3), more transparent by opening 
up the budget setting process with the help of an Office for the Budget.  

27. We also urge the committee to take a lead in ensuring government at all 
levels practices smarter budgeting, championing better value alternatives to 
service (re)tendering where possible. We also ask the Committee to ensure 
that the Scottish Government works with its social partners such as the 
voluntary sector to measure the impact of its budget decisions at whatever 
level the resources are eventually deployed. 

Ruchir Shah, Head of Policy and Research Department 
Scottish Council for Voluntary Organizations 
28 April 2009 
 
References 

Third Sector Summit Interim Research Briefing (November 2007) – Provides latest 
intelligence on the size of the Third Sector in Scotland, and interim findings from a 
survey on needs and challenges of SCVO's member organisations. 
http://www.scvo.org.uk/scvo/Information/ViewInformation.aspx?Info=1550&TCID=
27&PageName=Facts
 
Scottish Voluntary Sector Statistics (May 2007) – Full statistical briefing on the 
Scottish Voluntary Sector as released at the Gathering, May 2007.   
http://www.scvo.org.uk/scvo/Information/ViewInformation.aspx?al=t&page=&all=&f
rom=DSR&Info=1464&TCID=27&PageName=Facts
 

 

http://www.scvo.org.uk/scvo/Information/ViewInformation.aspx?Info=1550&TCID=27&PageName=Facts
http://www.scvo.org.uk/scvo/Information/ViewInformation.aspx?Info=1550&TCID=27&PageName=Facts
http://www.scvo.org.uk/scvo/Information/ViewInformation.aspx?al=t&page=&all=&from=DSR&Info=1464&TCID=27&PageName=Facts
http://www.scvo.org.uk/scvo/Information/ViewInformation.aspx?al=t&page=&all=&from=DSR&Info=1464&TCID=27&PageName=Facts

