VCSE Health review: An Independent Funder Perspective

The Department of Health, NHS England and Public Health England are conducting a review into how they
work with the VCSE (voluntary, community and social enterprise) sector. They want to understand how
statutory funding and commissioning affects the sector and ultimately, health and social care services in
England. As part of this review, eight foundations and the Association of Charitable Foundations have come
together to offer a foundation perspective. Using their knowledge and experience of working with
thousands of charities delivering different services across the country, foundations are well placed to see
how charities, services and commissioners are impacted by statutory funding frameworks. In this paper they
offer advice to commissioners about how identified problems may be overcome, namely through a more
flexible funding mix that allows the right funding to be provided in the right way to the right service to meet
the right needs.

o VCSEs are essential to the delivery of better health and social care outcomes.

e Small and local VCSEs provide person-centred care that can be central to effectively
meeting health and social care needs, especially for the most vulnerable.

e Current commissioning is not suited to small and local organisations so they are facing
decreased funding at a time of increased demand for their services.

e This risks excluding those with complex needs from receiving effective care.

e A more flexible funding mix is needed to allow different funding approaches to fund
different types of projects to meet different health and social care needs.

o This more flexible funding approach would ensure small and local organisations survive
and thrive so they can deliver essential health and social care services that meet the
demands of those who need them most and reduce health and personal costs.

e Grants offer a more flexible funding approach that could be used more widely in a more
diverse funding mix to bring better health and social care outcomes by ensuring the
sustainability of small and local organisations.

The top 300 foundations' account for 90% of all UK foundation giving and provided £2.4billion of funding to
the VCSE sector in 2012/13. Almost 40% of Association of Charitable Foundation members reported
funding in health and/or social care with a significant proportion funding in both”. Figures from the NCVO
Civil Society Almanac also show that over £800m was given by the voluntary sector to health and social care
charities in 2011/12, much of this through foundations®. Through providing this support foundations have
valuable insights into what works in supporting health and social care needs. They also share the
government’s wish to see a thriving and effective VCSE sector and are keen to offer their experience of
funding that could result in better health outcomes in fiscally constrained times, and welcome the
opportunity to contribute to this review.

The VCSE sector forms an essential part of health and social care. The majority of these organisations are
small and local®, who in themselves carry out vital services especially in terms of reaching the most
vulnerable; without these small organisations’ expertise and reach, many health care interventions would
fail those who need it most. While these small charities often receive a proportion of their funding from
foundations, many also rely on statutory funding’ in order to survive. These organisations are losing out as
statutory funders (including central government, local government, CCGs and local commissioners)
increasingly use contracts to fund health and social care services.

! Foundations is used to refer to all Independent Funders as defined by the Association of Charitable Foundations
2 Giving Trends: Top 300 foundations 2014 report (Association of Charitable Trusts, 2014)
* The UK Civil Society Almanac (NCVO, 2014)
4 Organisations with less than £1m income; The UK Civil Society Almanac (NCVO, 2014)
> Statutory funding includes central government, local authorities CCGs and other local commissioners
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In 2011/12, more than 80% of statutory funding in the VCSE sector was in the form of contracts for
delivering services, rather than grants to support organisations’ work. This represents a significant rise since
2000/01 when 49% of statutory funding was through contracts®. For many charities, this has led to a
decrease in available funding set against a period of increasing demand for their services. Many in the
sector believe the emphasis on large scale contracts is detrimental to the funding mix and the sustainability
of both VCSEs and the delivery of health services that foundations support because small and local charities
have been unable to compete - this presents a considerable risk to delivering better health outcomes as the
services they deliver are so important.

Government needs to find a way to ensure effective small and local charities can not only survive but thrive
if health and social care issues are to be tackled effectively: Government cannot reach everyone without
them. Foundations believe a more flexible approach to statutory funding offers a solution and this more
flexible approach could be delivered by increasing the role of grants within an effective funding mix. It is
this flexibility that would allow government to ensure the right funding approach is used to support the
right projects which address the right needs.

This discussion paper sets out how a more flexible public funding approach could lead to better health and
social care interventions. It focuses on how grants can provide the flexibility needed and can be used to
overcome some of the problems stemming from the drive for contracts and scale® in order to achieve
better health outcomes.

Achieving better health outcomes: the importance of small and local

Local, small scale and person-centred for better outcomes> There is increasing recognition of the value of
holistic services in addressing health and social care issues.” Small and local® organisations often reach
individuals in a flexible way, ensuring they receive more holistic support by considering all the inter-
connected issues an individual is facing and supporting them all rather than delivering single issue health
outcomes. These organisations represent a significant number of VCSEs. Over 97% (156,463 voluntary
organisations in the UK) have an income of less than £1m. These organisations are often best placed to
provide the person-centred support which is central to the government’s Think Local/Act Personal policy
yet they are rarely included in the commissioning process.

Inherent within this person-centred approach is the recognition that better health outcomes are often a
result of wider interventions that combine both health and social care. These are often dependent on
whole-person interventions that involve wider social problems such as substance misuse, social isolation in
older people, domestic violence and homelessness. Addressing these issues together can reduce demands
on health services overall as interventions are more successful.* The Pathway project at University College
Hospital, which was set up with funding from University College London Hospitals Charity, is an excellent
example of this.

Case study: Pathway

Pathway is a charity which works with single homeless people in hospitals to provide joined-up
care and reduce re-admittance to hospital for the 70% of homeless people who are discharged
from hospital and end up back on the streets, who then face further damage of their health and
further costs for the NHS®. Originating in University College Hospital in London, the approach led
to a decrease in the number of bed days for homeless people from 2008-11. This was attributed
to improved case coordination and discharge planning through multi-agency working and was

® Health VCSE Review: NCVO & Compact Voice Background Paper (2015)

7 Integrated Care and Support Pioneer Programme: Annual report 2014 (NHS England, 2014)

8 Throughout this paper ‘local’ refers to small, local charities and federated charities that are locally embedded.

° Improving Hospital Admission and Discharge for People who are Homeless (Homeless Link and St Mungo, 2012)
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estimated to save £100,000 per year'’. The model has since been replicated in other hospitals and
is currently being piloted with JustLife, a medium sized charity based in Brighton and Manchester,
to reduce demand on ambulance services and A&E. The early results are encouraging.

Social value> Pathway demonstrates the benefits of a person-centred approach, both financially and for
individuals. By tackling all the issues a person faces, considerable health, social and financial saving can
accrue. This chimes with the essence of the Social Value Act which allows funders to assess programmes on
their total value rather than their cost of delivering single outcomes. But as funders, many of us are
concerned that the wider benefits which the Social Value Act aims to address are being overlooked by a
narrower focus on short term commissioner-specific costs and benefits.

The Rotherham Social Prescribing Scheme is another example of the wider health benefits of more social-
care focused services. It demonstrates how charities are able to deliver real health outcomes and how
commissioners are able to achieve better results both socially and financially, where a more local,
integrated approach is taken.

Case study: Rotherham Social Prescribing Service

Run by Voluntary Action Rotherham on behalf of NHS Rotherham CCG, the programme is part of a
wider Integrated Case Management Programme in primary care. It works with mainly older
people who have long term conditions. They offer a range of non-clinical support through partner
charities to improve health including through providing advice and information, dementia
services, befriending and community engagement groups. Evaluation of the pilot phase indicated
c20% reductions in inpatient admissions, A&E admissions and reduced outpatient appointments™'.

Barriers to better health outcomes: problems facing commissioners

Commissioners are increasingly limited in their ability to fund the small, local charities that have been
shown to be an essential component of successful health care services.

Problems with contracting > One size fits all top-down prescribed approaches from government have often
failed ™ as they have squeezed the knowledge, experience and services delivered by small and local
organisations from health and social care. The government has acknowledged that a new, more holistic
approach is required to address health needs, particularly for those with complex needs where public costs
are particularly high.” Under current systems, commissioners are restricted and often unable to fund
projects that best meet the needs of the most vulnerable because their processes are often focused on
large scale, single issue interventions.

Need for value> In fiscally austere times, the drive for central and local government to cut its direct costs
has resulted in fewer small and local charities receiving public funding to carry out these effective, person-
centred interventions whilst at the same time experiencing an increase in demand for their services. The
move towards contracts and scale under the assumption of ‘better value’ has been significant yet value for
money doesn’t always mean economies of scale and competition and lowest cost does not always mean
best value overall. Where large scale contracts fail, overall costs can be higher as people re-enter the health

1% A General Practioner and Nurse Led Approach to Improving Hospital Care for Homeless People (British Medical
Journal 2012)
1 Promising Approaches to Reducing Loneliness and Isolation in Later Life (Age UK & The Campaign to End Loneliness,
2015)
12 Rob Wilson speech, Centre for Social Justice (January 2015)
3 public Health System Group Stakeholder Forum (January 2015)
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and social care system. Commissioners need more flexibility in how they achieve value, so that large
contracts can be used where economies of scale and standardisation are effective at tackling single health
issues and other approaches, such as grants can be adopted where issues are more complex.

Grants as a means of overcoming barriers to better health and social care

Grants have been used by foundations, and historically by many local authorities, to successfully support
the small and local organisations that are so important in the health and social care sector. Their flexibility
can help commissioners to overcome some of the existing barriers to better health outcomes.

Local solutions to local problems> Localised, programme-based funding makes it possible to support small
and local charities and meet different needs in different areas. Grant funding would enable commissioners
to work with small and local organisations more easily, as well as those working with the most
disadvantaged, high cost service users. Grants can operate at different scales, suited to the demands of the
organisation they support - foundations in England support organisations of many different sizes, from the
micro sized through to the major national charities.

Enable greater customer focus> Research by the Centre for Social Justice highlighted that 67% of charities
were not consulted on the design of services by commissioners', despite their inherent understanding of
need and what works in their area. By focusing on the purpose of the organisation’s work, as grant funding
does rather than the prescribed terms of contracts, organisations themselves can establish how to meet
needs, drawing from their in-depth understanding of need in their area and how it is best tackled. Grants
can also enable greater user engagement in service design whereas contracts typically require
commissioners to determine how projects should be run.

Encouraging innovation > Grants often allow creativity to tackle national issues at a local level and accept
the risk inherent in focusing on work where the ‘answers’ are not straightforward. This facilitates a
continuous search for better interventions as a means of future-proofing interventions.

Enabling collaboration > While the focus of small programmes is inherently local, they can tackle multiple
issues on a national level through collaboration. Collaboration is not encouraged in a competition based
environment dominated by the process of competitive tendering and secrecy of contract clauses but can be
through grants. The Making Every Adult Matter Coalition is a leading example of how effective such
collaboration can be, financially and socially, particularly when working with people with multiple needs. It
also shows how scale can be achieved through multi-sector coalitions and demonstrates the benefits that
can be found when both different providers and different funders work together. Partnership working in
this way allows both funders and the funded to rally around a common purpose, rather than forming
relationships dominated by the auditing and compliance of commercial contracts.

Case study: Making Every Adult Matter (MEAM)

MEAM is a coalition of four national charities: Clinks, DrugScope, Homeless Link and Mind. It
represents 1,600 frontline organisations working in the criminal justice, drug and drug
treatment, homelessness and mental health sectors. Through their collaboration, person-
centred, holistic services are provided that can result in better outcomes both socially and
financially.

Evaluation of its pilot project showed impressive results even after just one year including: up to
26% reduction in service use costs over two years; significant reductions in costs associated with

! Social Solutions: Enabling grassroots charities to tackle poverty (The Centre for Social Justice, 2014)
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crime; 86% housing situation improvements; 71% consuming less drugs/alcohol; 79% less
involved in crime; 57% better mental health.”

The coalition is funded by the Calouste Gulbenkian Foundation, Garfield Weston Foundation and
Lankelly Chase Foundation.

The Making Every Adult Matter case study highlights the value of integrated services in delivering person-
centred services that tackle health and social issues holistically. This is supported by research into the
profile of people facing severe and multiple disadvantage®. This partnership approach between funder
and funded, facilitated through grants rather than contracts, focused on shared problems allows flexibility
through learning as the work progresses, rather than the strictures of the contract.

Selection and assurance> One of the key arguments supporting the move towards commissioning
contracts has been that the process of competition allows commissioners to be discerning and to raise the
quality bar amongst those competing for services. Allocating grant funding in itself can also however be
discerning, as demonstrated by foundations — only a small proportion of charities succeed in obtaining
grants as the process is selective, supporting only the most effective projects. A key difference between this
process and that for contracts however is that the decision-making is based on purpose and quality rather
than the delivering of specific services prescribed in contracts. The quality of the service funded can also be
measured by empowering service users and foundations are increasingly asking for evidence of how the
organisations they fund genuinely involve and empower those who they are working with. Allowing service
users to rate and stop using services where they don’t meet their needs can ensure charities are
accountable to those that they serve, rather than being accountable to commissioners per se. This provides
assurance that services are meeting needs effectively, as opposed to meeting pre-defined contract terms,
and subsequently that commissioners are achieving real value for money.

Through established processes, foundations carry out due diligence checks to manage risk and ensure funds
are distributed fairly and effectively. Similarly, despite allowing organisations to establish how projects are
run, funders align who they fund with their own strategic priorities. Clear grant terms and conditions
provide assurance and direction on how funds are used by grantees and often preclude further applications
if these are not met. All of this is done with limited resources by avoiding the excessive bureaucracy that
has become inherent in many commissioning processes. For smaller scale projects, trust and a focus on
good relationships is central to this. Yet even for Big Lottery Fund, the biggest grant giver in the UK where
more stringent processes are required, a strong focus on efficiency means that costs remain modest."
Similar checks and balances could be adopted by commissioners as an alternative to contract clauses,
where appropriate.

Transaction costs > Making more use of grants does not have to be achieved at the expense of the public
purse. Grant making can be less onerous and better value for commissioners. It can allow commissioners to
balance appropriate checks and balances with the flexibility needed to tackle complex health issues. As a
system, grant funding is less expensive to operate, both for funders and applicants. This means more
money can be directed to services. For example, monitoring grants comes at a lower cost than monitoring
contracts — when organisations are funded based on their expertise and purpose, fewer resources are
required than in policing the strict terms of a contract. Savings can also be attributed to fewer restrictions —
grant funding, while allowed under the Health and Social Care Act, is not subject to strict EU procurement
rules.

Learning > Foundations use monitoring and evaluation of grant-supported projects to help build the
evidence base of what works in delivering health and social care. Through a growing number of funder-plus
models, foundations are further supporting charities to build capabilities in this area too and share learning

1 Implementing the MEAN Approach Locally: One year on (Making Every Adult Matter, 2013)
'® Hard Edges: Mapping Severe and Multiple Disadvantage (Lankelly Chase, 2015)
'7 Statement about Big Lottery Fund Operating Costs (Big Lottery Fund, 2011)
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more widely. The monitoring and evaluation of grants can support those organisations delivering the
services in question but it also offers wider benefits to the sector. Due to the openness and flexibility
offered by grant making, charities are able to learn from each others’ experiences, contributing to a
stronger and more effective health and social care sector. This is in contrast to contracts, where tight
competition discourages collaboration. By enabling charities to establish how best to meet health and
social care needs, they are better able to share learning about what works, where and why. This flexibility
facilitates more collaboration because they are not competing against others for the opportunity to deliver
exactly the same service that has been prescribed in a contract.

Inevitably more work is needed in this area as debates around what constitutes good evidence rumble on
but central to this has to be an understanding that monitoring and evaluation must be proportionate to the
services delivered. A number of helpful initiatives are already established such as Inspiring Impact and the
ESRC’s What Works Centres but this work must be progressed further. Through their resources and
networks, foundations could be well placed to work with commissioners and other stakeholders in this area
to further advance thinking.

Why this matters to Foundations

The charities foundations support need a healthy funding ecology in order to improve outcomes for their
beneficiaries - many of these charities also receive some statutory funding. Foundations provide the means
for activities which go beyond statutory needs. Both the core statutory services and the additional services
supported by foundations are critical to successful health and social care outcomes. Foundations are not in
a position to replace statutory funding but do depend on an effective use of statutory resources in order for
the charities they support to survive and vice versa. Indeed, statutory and voluntary funding for health and
social care are symbiotic: without one, the other will not thrive. As such, foundations have been concerned
with the move towards a dominance of large scale contracts in statutory health and social care funding and
the problems it is leading to.

Some Conclusions

While foundations have adopted grant making as their primary means of distributing money they recognise
grants are not a single solution to addressing health and social care issues in England. They can
demonstrate to commissioners, however, that grants are an essential part of a healthy funding mix.
Offering a range of funding options at different scales enables the right funding to be sought for the right
services at the right scale. The table below highlights the key features of contracts and grants and where
they might be most appropriate for different audiences. It does not explore other funding models which
also a have a role to play in an effective funding mix but highlights those areas for which foundations have
most experience. It recognises that different approaches are needed that align with the needs of the
beneficiary group and project.

Table showing the key features of contracts and grants for different audiences

Contracts — large scale, single issue, lower Grants — localised, personalised
individual cost holistic support
For - Single issue services — may not address - Integrated, holistic support
beneficiaries all needs if multiple needs are presented focused on person — combining
- Providers may not deliver personalised health and social care
care (as focus is usually on lowest cost) - May be less likely to have to re-
enter the system
For - Difficult for smaller organisations to - Can enable local solutions to
VCSEs compete; encourages competition, not local problems (smaller scale)
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collaboration - Administratively less demanding

- Dictates how services are delivered — - Costs switch to partnership with
doesn’t use their expertise larger number of funding

- Administrative burden; complicated; relationships
costly

- Tight timescales

For - Outcomes set by commissioners—more | -  Flexibility in what is funded
Funders control/assurance - Solutions driven by those that
(grant giver/ - Strict EU procurement rules understand issues best
contractor) - Costly process for government

There is still more to do to ensure the best health and social care outcomes, including improving
collaborative working and agreeing standards of evidence but flexibility in funding is a good start if better
health outcomes are to be achieved. It is only through a plurality of funding opportunities that a plurality of
services can be delivered by a plurality of providers to meet the plurality of need. *®

Drafted by the Lloyds Bank Foundation in collaboration with Calouste Gulbenkian Foundation, City Bridge
Trust, Comic Relief, Esmée Fairbairn Foundation, Lankelly Chase Foundation, The Association of

Charitable Foundations, The Henry Smith Charity and The Tudor Trust.

February 2015

'® Stepping Stones (NCVO July 2014)
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