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1. Purpose of This Report

This report aims to give an initial 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 2015/16. 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

Firstly I need to give a health warning. The original version of this report was produced  several weeks sooner than last year. This meant that the analysis was very much a “first look”. Given the tight deadline and the volume of data, tens of thousands of individual transactions across all the services of the Council, there was been little opportunity to sense-check it. Further examination of the data could very likely result in changes to the reported totals. It was intended to carry out further detailed analysis prior to producing this version of the report but unfortunately other work commitments have not allowed this. 

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.

A major consideration of any analysis and year-on-year comparison of the Council’s business with the Third Sector is the establishment of Aspire. This is a social enterprise created in Summer 2015 to deliver the Council’s Learning Disability Community Support Service. This involved the TUPE’d transfer of over 700 Council staff into the new organisation and a major five year contract with the Council to deliver the service. Payments to Aspire in 2015/16 amounted to £17.8m. 

One possible approach would be to exclude payments to Aspire from the analysis altogether so that they do not distort comparisons with previous years. However, the five year contract clearly indicates that the intention is that Aspire will be an ongoing entity, and the ambition is that it will obtain new work in competition. Therefore, it seems it would be more informative and give a fuller picture to keep it in the scope of this analysis. Aspire is here to stay so it has been included but we will have to take care to not to allow it to obscure any other under-lying trends. 
The Council’s business with the Sector in 2015/16 amounted to £127.1m in 2015/16. The total spend with organisations other than Aspire amounted to £109m. This suggests a tempering of the level of the total spend from the £112m incurred in 2014/15 but it is on a par with the £109m spent in the three years prior to that. 
Appendix A summarises the total business with the Sector in each of the last seven years. This shows how the Council’s spend with the sector 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. However, as mentioned, the Council’s overall spend with the sector has remained very stable for the last five years despite further funding cuts and challenging budgetary pressures. This stability has been aided by the transfer of the Public Health service to the Council in 2013/14. 
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, local government has had to deal with a 40% real terms reduction to its core government grant. In adult social care alone, funding reductions and demographic pressures have meant that nationally local government has had to address a £5 billion funding gap. 

Between the 2010/11 and 2015/16 budgets, Leeds’ core funding from central government has reduced by around £180m and in addition the Council has faced significant demand-led cost pressures. This means that the Council had to deliver reductions in expenditure and increases in income amounting to approximately £330m by March 2016. 
The scope of the Council’s business with the Sector has also remained quite consistent with that of recent years, although the initial analysis suggested that last year saw a reduction in the number of individual organisations being paid by the Council. The number of bodies paid in 2015/16 amounted to 1,860 compared with just over two thousand the previous year (and similar numbers in prior years). 

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. There is a possibility that some of the new recipients of small payments in 2015/16 have not been appropriately identified as belonging to the sector. This would reduce the reported number of third sector organisations last year but would not materially impact on the total identified spend. However, further work has been carried out on identifying and publishing details of all grant payments to the sector. This has not brought to light significant numbers of organisations that have been assigned incorrectly with regards to sector categorisation. 

4. The Council’s Major Third Sector Business Partners
The identity of the Council’s major Third Sector business partners has remained markedly consistent over recent years. As discussed above, the new (and largest) kid on the block is Aspire. The Council’s contracted spend with this new entity amounted to £17.8m in 2015/16. This far out-weighed its payments to any other third sector organisation. 
In previous years, St. Anne’s has been consistently the largest third sector recipient of payments from the Council and in 2015/16 it again was the “best of the rest” in that it was paid a total of £8.8m. This was a slight increase on the aggregate £8.2m it was paid the previous year. Another 22 of the 25 largest Third Sector recipients of payments from the Council in 2015/16 featured in the equivalent top 25 in 2014/15. The other two new-comers to the top 25 list, Advonet and Carers Leeds, were in the 2014/15 top 30. 

This data has been collated from the Council’s payment records and it may not reflect such nuances as consortium arrangements, whereby these monies are cascaded to partner or sub-contracted organisations within the sector. 

The totality of business with the Top 25 in 2015/16 amounted to £73m. Leaving Aspire aside, the other 24 were paid a total of £55m. The level of business with the same organisations in the previous year totalled £51m. The top 25 in 2014/15 were paid a total of £53m. The amount spent with the top 25 in each particular year has been in the region of £53m in each of the five years prior to 2014/15. 

In 2014/15, the second largest recipient of payments, as it had been for a number of years, was BUPA with its network of care and residential homes. However, the scale of its business had been steadily tempered over the previous six years, and it fell further in 2015/16 to £2.6m compared with £3.9m in 2014/15. From a peak of £7.1m in 2009/10, it has reduced to £6.8m in 2010/11, £5.7m in 2011/12 and £4.3m in both 2012/13 and 2013/14, and £3.9m in 2014/15. This may reflect the drive for efficiencies and better value for money in Adult Social Care. It is now eighth in the rank of aggregate payments.
In 2015/16, the largest recipient of payments after St. Anne’s is Developing Initiatives for Support in Communities (DISC) which has seen its business more than double from £3.7m to £8.1m. This is primarily driven by Public Health commissioned work on drug and alcohol issues. 
Appendix B lists the top 25 for 2015/16 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 £17.8m business with the Council. This accounted for 14% of the overall business with the sector. 

In 2015/16, nine organisations received total payments between £2m and £9m. Their aggregate amounted to a collective total of £35m and over a quarter of the total business with the sector. 

The top 25, including Aspire, were paid an aggregate total of £73m which is more than half, 58%, of the Council’s spend with the Third Sector. In numerical terms, this top 25 only constitutes just over 1% of the individual Third Sector organisations that the Council made payments to last year. 
The top 50 bodies received total payments of £92m which represents 72% of the Council’s business with the sector. These 50 bodies represent 2.7% of the Third Sector organisations the Council paid over the course of the year. 
In contrast to this concentration of most of the Council’s spending with the Third Sector with a small number of large providers, 902 organisations received total payments of less than £1,000 from the Council. These organisations accounted for 0.24%  (less than one quarter of one per cent) of the Council’s business with the Third Sector but represent almost half (48.5%) 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.  
This distribution pattern is very consistent with that of previous years. 

The average aggregate payment to a Third Sector organisation in 2015/16 was £68.3k. 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 £1,000. It was also this figure in 2014/15.
Appendix C shows the distribution analysis of the Council’s aggregate payments to Third Sector organisations in 2015/16.  
Further analysis is planned, probably including a categorisation of the types of organisations involved between local, city-wide, regional and national bodies. However, as indicated below, the publication of grant payment details will be the immediate priority.
6. Spending By Directorates

Appendix D analyses the 2015/16 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 18%, Children’s Services 15%, and Social Services Pooled Budgets, including its spend with Aspire, 37%.  

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.  The Council has determined that it is more practical to follow the former route and that was the approach it applied to publishing details of its 2014/15 grants. . 

Draft schedules of all grant payments made to third sector bodies in 2015/16 have been assembled and editorially agreed with directorate colleagues and senior management. It is planned to publish the schedules in late July/early August. A version of this report will also be published to add some context.   
David Beirne
Corporate Financial Management
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