
SUBMISSION FROM SCOTTISH COUNCIL FOR VOLUNTARY ORGANISATIONS 
 
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 Local Government 
and Communities Committee. 
 
3. The issue of local government finance is very important for Scotland’s third sector. The 
third sector is able to deliver services of higher quality than other providers at a lower cost 
than public sector providers. This is supported by the evidence submitted by the Care 
Commission to this committee. It is important, though, for the sustainability of the third 
sector that local government supplies funding to the sector in a way that does not diminish 
the future ability of the sector to provide high quality services.  
 
4. SCVO understands that the Care Commission evidence to this committee indicates that 
the third sector is ahead of public and private providers when it comes to quality of care, 
quality of management and the quality of its staff1. 
 
5. The figures graded levels of service from 1-6 with six being excellent and one as 
unsatisfactory. Only voluntary organisations achieved a grade six in any of the three 
criteria used to assess the quality of the services. 
 
6. In the areas of care and support, quality of staff, and quality of management and 
leadership, the voluntary sector passed at levels four to six in 92 per cent, 89 per cent and 
88 per cent of cases.  
 
7. This compared to local authority and private sector providers, which had an average of 
between 62 and 72 per cent positive scores at grades four and five.  The voluntary sector 
also had significantly higher grade five ratings than either the public or private sectors. 
 
8. SCVO’s research indicates that local government is responsible for around 28%2 of the 
funding acquired by the sector in 2006-07. This funding comes in two main ways. Smaller 
sums of money are often paid as grants, while larger sums most often flow through 
contractual arrangements. 
 
9. In the Fairer Funding Statement, SCVO has set out a suite of proposals that would 
improve the funding of third sector organisations jointly with the Scottish Trades Union 
Congress, Community Care Providers Scotland, UNITE/TGWU and UNISON Scotland 
(see Appendix 1)3. This statement sets out a number of ways in which government, and 
                                                 
1 Local Government and Communities Committee Official Report 10 June 2009 
2 www.scvo.org.uk/scvocms/images/Statistics%202007%20-%20finished%20pdf.pdf 
3 www.scvo.org.uk/fairerfunding 



particularly local authorities could ensure a fairer funding arrangement for third sector 
organisations.  
 
Contracts and the commissioning process 
 
10. Scotland’s third sector is a major provider of commissioned services to local 
government. These include very substantial provision of social care, rehabilitation services 
for drug and alcohol users and employment initiatives.  
 
11. Contract funding is often used for those organisations providing core local government 
services. SCVO considers contract funding to include mechanisms such as Service Level 
Agreements. 
 
12. The third sector has a number of observations to make on the nature of contract 
funding: 
 
Tendering 
 
13. Tendering is a popular mechanism used by local authorities to allocate contracts. All 
too often this constitutes the totality of the process. The best interests of the service users, 
as well as the contract delivery organisations are better served by a full commissioning 
process. This should cover the following steps: 

• Identification of what service is needed, and consultation with service users (where 
applicable) on the nature of the service; 

• Assessment of whether the current provider should be replaced; 
• Creation of a service specification for tender (this should include possible service 

providers); 
• Advertisement of tender; 
• Assessment of tender on quality and cost grounds; 
• Award of tender. 

 
14. Local authorities should ensure that third sector organisations are invited/able to 
participate in procurement activity linked to commissioning strategy, such as invitations to 
tender. 
 
15. Authorities will also undertake to ensure that their procurement policies and 
procedures are appropriate to the service under consideration.  This is a particular concern 
for third sector organisations in the area of services for vulnerable individuals (including 
community care services, services for homeless people, services for children and families, 
etc), where procurement policies and procedures require to be particularly sensitive to 
service considerations.  For example: 

• The quality of services to be procured, and their consonance with relevant public 
service policy imperatives regarding user choice, control, involvement and 
personalisation, should not be put at risk from procedures dominated by cost 
considerations; 

• The risks to all stakeholders – including service users and service providers – 
should be thoroughly assessed before procurement plans are signed off; 

• The risk of disruption to service continuity should be minimised; 
 
Re-tendering 



 
16. The re-tendering of existing services provided by third sector organisations is an 
increasingly frequent phenomenon. 
 
17. Re-tendering of existing third sector services is of significant concern because of: 

• Re-tendering is a costly process on both public sector budgets as well as the 
third sector. 

• The organisational damage to individual providers, and to the local market, from 
significant loss of business following re-tender;  

• The impact on the third sector workforce arising from loss of business and TUPE 
transfers both to other sectors and within the sector; 

• The potentially significant negative impact on people supported by services 
subject to re-tender where retendering is driven by cost-cutting considerations at 
the expense of quality 

 
18. Local Authorities must recognise the risks and potential impact of re-tendering. These 
authorities must also recognise that in making decisions about whether and when to re-
tender services, the primary consideration should be that of Best Value, with the 
consequence that under-performing in-house services should also be exposed to 
competitive challenge, not just those services subject to the strictures of procurement 
regulations regarding the letting of contracts to external providers. 
 
Length of contract: 
 
19. Three year minimum contracts have been effective in the better planning and delivery 
of services. Third sector organisations would welcome the introduction of a five year 
minimum as a way of ensuring stability as we understand is often the case in many areas 
of procurement contracts the private sector. It may be particularly pertinent for contracts to 
be longer where care to an individual is concerned. Provided that the service is being 
satisfactorily delivered, there is no reason to make a disruptive and difficult shift in the 
provision of care. 
 
E-bidding and reverse auctions 
 
20. Contracts should not be offered on the basis of e-bidding and reverse auctions. This is 
particularly the case where social care is concerned. The impression that contracts are 
given on the basis of cost is damaging to local authorities and the process itself is unlikely 
to deliver contracts on the basis of quality, not cost.  
 
Key points: 
 

• That tendering must be part of a commissioning process; 
• That contracts should be of a minimum of 3 years and that 5 years should be 

considered as a ay of delivering continuity of service; 
• That contracts in areas like social care should not be subjected to e-bidding and 

reverse auctions; 
 

 
Grant funding  
 



21. Many, often smaller, third sector groups receive grants from local authorities to deliver 
services. These services may typically include after school clubs, small environmental 
projects and summer programs for children. Many small community and voluntary 
organisations in the third sector value local authority grants as a simple way to fund 
activities that deliver immediate and highly beneficial outcomes for the community. Most 
grants are of a value less than £100 000. 
 
22. There is a concern amongst many third sector organisations that grant funding is being 
replaced, either gradually, or as a matter of policy by contract funding. This is 
inappropriate in many cases because the value of grants would be outweighed by the cost 
of the contracting process, particularly where it involves competitive tendering.  
 
Key points: 

• That grant funding provides a simple and effective way for community and voluntary 
groups to fund small scale activities. 

• Grant funding is a valuable part of the recipe for delivering local priorities and must 
be sustained, rather than converted to contract funding.  

 
 
Conclusions: 
 
23. The Scottish third sector offers local authorities an effective way to invest in local social 
infrastructure, develop community cohesion and build very close user-engagement in the 
services they receive. The Third Sector can therefore offer a very effective way to 
maximize the impact of the public pound at a time of tightening finances. 
 
24. It is in the interest of local government to promote the role of the Third Sector in 
delivering public services. This paper highlights some of the key practices that need to be 
revisited to make best use of this opportunity, and is itself an elucidation of the points 
made in the fairer funding statement agreed between the voluntary organisations and 
trade unions.  
 

APPENDIX 1: FAIR FUNDING FOR VOLUNTARY SECTOR SERVICES 

The Scottish Government has committed itself to improving Scotland’s public services by 
extending the role of the third sector.  

The Scottish Trades Union Congress, the Scottish Council for Voluntary Organisations, 
Community Care Providers Scotland, UNITE/TGWU and UNISON Scotland believe that 
the resolution of the issues below would maximise the benefits of such an extension for 
service users and staff while also meeting important commitments by the Scottish 
Government and local authorities to improving service quality and social justice. 

commitment by public sector purchasers to fund wages and conditions of employment for 
front line service workers in third sector providers at the same level as comparable 
workers in the public sector. 

Despite long standing commitments by Government in London and Edinburgh to fund 
public services provided by the third sector at full cost that remains the exception. The 



most damaging consequences of this failure are the difficulty third sector providers have in 
providing secure jobs for their front line workers and continuity for their service users. 

minimum five year contracts for third sector providers 

Five years is the minimum length for contracts if third sector providers are to provide the 
stability and quality of services that their vulnerable service users require. Many current 
contracts fall short even of the current officially recommended three years.  

agreement between public sector purchasers and third sector providers on the appropriate 
use of competitive tendering 

During the last six months, under the influence of European Union Procurement directives 
as interpreted by the Public Contracts(Scotland) Regulations 2006, a growing number of 
purchasers have introduced or announced an intention to introduce routine competitive 
retendering for service contracts. While purchasers must have a right to retender where 
there are problems with the delivery of a contract, routine retendering will destabilise 
services and provider organisations across the board, cause anxiety among vulnerable 
service users and their carers, and significantly increase transaction costs.  

training of public sector commissioners 

Too much of the public sector’s commissioning of services remains  

focused on a technically driven procurement process whose outcomes are determined by 
cost. If the Government’s ambitions for high quality personalised services are to be 
realised public sector commissioners must be familiar with the latest thinking and best 
practice on commissioning, in particular around the role of users and their advocates in 
service design and the added value which third sector providers are able to contribute in 
cooperation with trades unions. 

Scottish Government Guidance on the Public Contracts (Scotland) Regulations 2006 

As a contribution towards the above outcomes the Government should issue Guidance on 
the Public Contracts (Scotland) Regulations 2006 highlighting the discretion available to 
public sector purchasers in their application of retendering and setting out the range of 
alternative methods for identifying the best value service option. 

Best Value Guidance 

The Best Value Guidance should also be refreshed to clarify the importance of balancing 
cost against effectiveness and quality including the personalisation of services and added 
value embracing the involvement of the carers and relatives of users and of the wider 
community including trades unions. 

National Contract Framework 

The above should be incorporated in a National Framework for Public Service Contracts 
agreed between the Government, purchasers and providers. The Framework would be a 
statement of the key principles of commissioning and funding required to secure and 
sustain a supply of high quality public services utilising the full potential of the third sector. 



The supporters of these proposals would welcome an early opportunity to discuss with the 
Government and service purchasers the means of delivering these outcomes. 
 
Scottish Trades Union Congress 
Scottish Council for Voluntary Organisations 
Community Care Providers Scotland 
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