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1. Purpose of This Report

This report aims to give an overview of the scale and nature of the Council’s payments to and business with the Third Sector (also known as the voluntary, community and social enterprise sector) in 2016/17. It outlines the distribution of this business amongst the Third Sector bodies paid by the Council in that financial year and summarises which directorates of the Council were responsible for this activity. It also confirms the Council’s intentions to publish details of grant payments to organisations within the Sector as part of the transparency agenda.  
2. Definition of The Third Sector

In categorising organisations as belonging to the Third Sector, the Council continues to be guided by a wide-ranging, inclusive definition drafted a few years ago by the former Office of the Third Sector (now the Office for Civil Society). This indicates that the Third Sector includes charities, community groups, churches and faith groups, sports and recreational clubs, social enterprises and partnerships and trade unions and associations. 
3. The Scale of Business with The Third Sector
The Council’s payments to the Third Sector involves tens of thousands of transactions including grant payments, funding for projects, activities and events, procurement of goods and services and the commissioning of services. They include spending from both revenue and capital budgets. The transactions are taken from FMS (the council’s financial ledger – and within the system there is a tag (code) to identify Third Sector organisations). Given the volume of data, the total costs / transactions identified as Third Sector may include some payments or organisations that should not be included, but a review and comparison to previous years suggests this would be at the margin.
As in 2015/16 the analysis includes Aspire, and the Board will note, payments to Aspire are larger than any other 3rd sector organisation at £22.5m.The Council’s business with the Sector in 2016/17 amounted to £133.7m.  The total spend with organisations other than Aspire amounted to £111.2m, up by £2m from the previous financial year. 

Appendix A summarises the total business with the Sector in each of the last 8 years. This shows how the Council’s spend with the sector, excluding Aspire fell from a peak of £123m in 2009/10 reflecting the impact of the government’s austerity programme and its significant cuts in local government funding to £111.2m (excl Aspire) in 2016/17. 

This stability in the scale of the Council’s business with the sector has been maintained in a period of very challenging financial circumstances for the Council. Since 2010, the Council has had to deal with a 52% or £239m reduction to its core government funding as well as facing significant demand led pressures in adult social care and looked after children, for example. 
The scope of the Council’s business with the Sector has also remained quite consistent with that of recent years, although the analysis indicates a further reduction in the total number of organisations being paid to 1,664 (1,860 last year) The biggest “churn” in the Council’s pool of payments to the sector is in small payments to mostly local organisations, such as a one-off grant to a local sports team or scouts troop. In 2016/17 747 organisations received payments of < £1k; in the previous year this numbered 902 organisations. 
4. The Council’s Major Third Sector Business Partners
The totality of business with the Top 25 in 2016/17 amounted to £79.5m. Leaving Aspire aside, the other 24 were paid a total of £57m. The level of business with the same organisations in the previous year totalled £51m. 

In 2016/17, the largest recipient of payments after Aspire is Developing Initiatives for Support in Communities (DISC) which has seen its business more than double, over the last few years,  from £3.7m to £9.1m. This is primarily driven by Public Health commissioned work on drug and alcohol issues. 
Appendix B lists the top 25 for 2016/17 with details of the amounts these same organisations were paid in the previous three years. 
5. The Range of Third Sector Providers

The Council’s business with the Third Sector continues to be dominated by payments to a small number of major care and service providers. In comparison, there is a wide population of organisations receiving relatively small amounts from the Council.

As previously discussed, Aspire is an out-rider in terms of the scale of its £22.5m business with the Council. This accounted for 17% of the overall business with the sector. 

In 2016/17, 8 organisations received total payments between £2m and £10m. Their aggregate amounted to a collective total of £35m and over a quarter of the total business with the sector, in line with last years analysis.
The top 25, including Aspire, were paid an aggregate total of £80m which is more than half, 59%; of the Council’s spend with the Third Sector. In numerical terms, this top 25 only constitutes just over 1.5% of the individual Third Sector organisations that the Council made payments to last year. 
The top 50 bodies received total payments of £98m which represents 73% of the Council’s business with the sector. These 50 bodies represent 3% of the Third Sector organisations the Council paid over the course of the year. Again, this is comparable to 2015/16.
In contrast to this concentration of most of the Council’s spending with the Third Sector with a small number of large providers, 747 organisations received total payments of less than £1,000 from the Council. These organisations accounted for 0.21%  (less than one quarter of one per cent) of the Council’s business with the Third Sector but represent almost half (44%) of the Third Sector bodies the Council paid last year. These smaller payments are often to local community, neighbourhood, and faith based bodies as well as sporting and cultural groups. 
The average aggregate payment to a Third Sector organisation in 2016/17 was £80.3k. This average is skewed sharply upwards by the high value of business with a smaller group of service providers, and has been accelerated with the arrival of Aspire. In comparison, the median payment (whereby half the organisations received more, and half received less) was only £1,257, higher than last year’s figure of £1,000. Appendix C shows the distribution analysis of the Council’s aggregate payments to Third Sector organisations in 2016/17.  
6. Spending By Directorates

Appendix D analyses the 2016/17 spend with the Third Sector in terms of the Directorates incurring the expenditure. Not surprisingly, this shows that the overall spend is primarily driven by the Council’s care services: Adult Social Care with 20%, Children’s Services 15%, and Social Services Pooled Budgets, including its spend with Aspire, 37%.  Again, consistent with the previous year.
7. Publishing Grants to Third Sector Bodies
The Local Government Transparency Code 2014 stipulates that local authorities should publish details of all grants to Third Sector organisations either in the form of a separate schedule or by tagging grant payments in the published schedules of all financial payments.  

Draft schedules of all grant payments made to Third Sector bodies in 2016/17 have been assembled and are being sense checked prior to publication. .   
Claire Riley
Corporate Financial Management
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