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Summary

The Prime Minister has placed the Big Society project at the centre of his political agenda,
and in turn, it occupies a central place in the Coalition Agreement. Translated into policies,
the term describes the Government’s intention to open up public services to new providers,
increase social action and devolve power to local communities. Many welcome these
objectives. Our inquiry has focused on the commitment to commission a greater
proportion of public services from the charitable sector, drawing on the immense resources
of skill, knowledge and innovation to be found in charities and community groups.

This report examines what the Big Society project means for Whitehall and whether the
implementation of this policy is on track to succeed. The Government faces the challenge
to produce more coherent plans for achieving the Big Society project, and to communicate
the policy agenda more effectively. Whilst there have been some criticisms of progress, the
Open Public Services White Paper sets an overall deadline of April 2012 for departments to
publish regular progress reports setting out the steps that have been taken to open
public services. This will follow a period of consultation over the summer and autumn of
2011.

There is little clear understanding of the Big Society project among the public, and there is
confusion over the Government’s proposals to reform public services. In particular, the
ambition to open up public services to new providers has prompted concerns about the
role of private companies which have not thus far been adequately addressed by Ministers.
We have recommended greater clarity on the roles of charitable, private and public
providers of public services. We also press the Government to outline how crucial issues of
accountability in terms of quality and regulatory powers will be managed in the Big Society
project, and in particular accountability for public expenditure.

There is also uncertainty about how many charities in general, and small and local
community groups in particular, are willing and able to deliver public services. Serious
concerns about the wider financial health of the charitable sector have prompted several
such groups to warn that the Big Society project is being undermined by reductions in
grant funding by local authorities. However, this is partly because the Big Society message
is not always communicated in simple language. Some groups now see this issue in terms
of how much money they will receive in public grants. At the same time, some charities are
keen to take a greater role in delivering public services, and are likely to experience
significant barriers to progress unless the culture and skills of the departments
commissioning such services change.

We therefore propose a number of steps to change the way the Civil Service and local
authorities commission and manage contracts for public services. We caution that unless
these steps are taken, the Big Society policy agenda will not achieve what the Government
intends.
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1 Introduction

1. The Prime Minister has described the Big Society project as his “mission in politics” and
has pledged “to fight for it every day, because the Big Society is here to stay.” The foreword
to the Coalition Agreement states that the Big Society project has “the potential to
completely recast the relationship between people and the state: citizens empowered;
individual opportunity extended; communities coming together to make lives better”.”

2. We undertook this inquiry to examine how the Big Society project was being
implemented in practice. We have expressly not undertaken a detailed evaluation of the
merits of the Big Society concept. Instead we set out to examine the role of the Government
in enabling the development of the Big Society project. In particular, we sought to consider
the policy implications of the Government’s commitment to open up of public services,
which the Prime Minister described as “more significant” than the other parts of the Big
Society project, such as measures to increase social action.’

3. The objectives of this inquiry were:

a) to consider what the Big Society project means in terms of policy and the implications
for the role of Whitehall departments;

b) to assess, in particular, the desirability and implications of encouraging innovative
forms of public service provision by social enterprises, co-operatives and the voluntary
sector; and

c) toexamine the main barriers to achieving this and how they must be addressed.

4. This report builds on the work of our predecessor committee: in particular its Sixth
Report of the 2007-08 Session, User involvement in public services and its Eleventh Report
of that Session, Public Services and the Third Sector: Rhetoric and Reality.

5. Over the course of this inquiry we received 125 memoranda. We also held six evidence
sessions, where we heard from the Rt Hon Francis Maude MP, Minister for the Cabinet
Office, Nick Hurd MP, Minister for Civil Society, and Greg Clark MP, Minister for
Decentralisation and Cities, in addition to representatives of charities, voluntary sector
umbrella groups, trade unions, faith and humanist organisations, think tanks, the private
sector, and commentators. We also visited the Balsall Heath Forum in Birmingham and
the Emmaus Community in West Norwood. This report also cites evidence received by the
Committee in an inquiry held in early 2011 into Funding of the Voluntary Sector when
seven written memoranda were received, and oral evidence received from Sir Stuart
Etherington, Chief Executive of the National Council for Voluntary Organisations,
Thomas Hughes-Hallett, Chief Executive of Marie Curie Cancer Care, Nick Hurd MP,
Minister for Civil Society, Justine Greening MP, then Economic Secretary to the Treasury,
Sir Sandy Crombie, Senior Independent Director, Royal Bank of Scotland, Robert

1 “PM sets out commitment to Big Society”, Number 10 website, 14 February 2011,Number10.gov.uk
2 HM Government, The Coalition: Our Programme for Government, May 2011, p 8

3 “How we will release the grip of state control” The Daily Telegraph, 20 February 2011, p 20
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Mirsky, Head of Hedge Funds UK, KPMG, Martin Brookes, Chief Executive, New
Philanthropy Capital, and Chris Blackhurst, then City Editor, London Evening Standard.
We would like to thank all those who contributed to the inquiry and our specialist adviser
on this inquiry, James Wise, Director at the Social Business Trust.*

4 James Wise was appointed as Specialist Adviser to the Committee for this inquiry on 5 April 2011.
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2 The Big Society project and Whitehall

The roots of the Big Society

6. The Big Society is not a ‘new concept’, and considering the roots of the ideas associated
with the term can help to understand how it translates into a policy agenda for
Government.

7. The Big Society project has been linked with the ideas central to major religions, with the
Bishop of Leicester suggesting it has “resonances with a vision for society that is profoundly
Christian”.> A further historical context can be found in the ‘little platoons’ described by
Edmund Burke in his ‘Reflections on the Revolution in France’ (1790)°:

To be attached to the subdivision, to love the little platoon we belong to in society, is
the first principle (the germ as it were) of public affections. It is the first link in the
series by which we proceed toward a love to our country and to mankind. The
interest of that portion of social arrangement is a trust in the hands of all those who
compose it; and as none but bad men would justify it in abuse, none but traitors
would barter it away for their own personal advantage.”

8. The commitment to open up public services to mutuals and co-operatives links the Big
Society project to the co-operative movement, first established in Rochdale in 1844, which
now includes nearly 5,000 businesses in the UK.* Co-operatives UK believe that “what
makes the co-operative approach important is that it’s a way of doing things that makes it
possible to harness the drive human beings have to achieve their goals by acting together.”

9. Lord Glasman, Adviser to the Leader of the Opposition on Civil Society, linked the Big
Society project to social action in alienated communities in 1930s Chicago:

basically, it started off in Chicago in the 1930s with a guy called Saul Alinsky. The
idea was that poor, local, demoralised communities would generate power, build
relationships, and be able to act in Mayor Daley’s Chicago, where they were
completely cut out [...] community organising is based on building relationships,
action and power: giving local communities power through their own leadership and
setting their own agenda."

10. The Big Society project also has roots in the theory of social capital, most notably
espoused by the Harvard sociologist Robert Putnam, whose seminal 1995 essay ‘Bowling
Alone’ identified a reduction in the number of Americans taking part in communal
activities, causing a decline in social interaction and civic engagement."" Putnam defined

Q 349
“Bruce Anderson: Cameron’s ‘little platoons’ get stuck in the woods” The Financial Times, 10 February 2011, p 11
Burke, E. Reflections on the Revolution in France Text accessed at www.constitution.org

‘What is a co-operative?’ Co-operatives UK : www.uk.coop

o 0w N o wun

Co-operatives UK, The Formula for Co-operation, (Manchester: 2010), p. 3
10 Q 32 [Lord Glasman]

11 Robert Putnam, “Bowling Alone: America’s Declining Social Capital”, Journal of Democracy 6:1, Jan 1995, p 65-78
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social capital as “the fabric of [...] community life”."* He lamented its decline in the USA,
and the development of what he called: “a widespread tendency toward passive reliance on
the state.” The Big Society project can also be traced back to the work of the George
Washington University sociologist Amitai Etzioni, who founded the Communitarian
Network in 1990."* Communitarians believe that “generally no social task should be
assigned to an institution that is larger than necessary to do the job [...] But to remove tasks
to higher levels than is necessary weakens the constituent communities™."* It is important
to note that advocates of the Big Society project say it is not just about community. It is also
about social capital, people power, and social entrepreneurs.

11. The Prime Minister first outlined his theory of the Big Society project—and why it was
his answer to a ‘broken society’—as Leader of the Opposition. In his speech to the
Conservative Party Conference in October 2009, he stated:

So no, we are not going to solve our problems with bigger government. We are going
to solve our problems with a stronger society. Stronger families. Stronger
communities. A stronger country. All by rebuilding responsibility.'¢

Further details emerged in Mr Cameron’s Hugo Young lecture in November 2009, when
he called for ‘state action’ to make the Big Society project a reality:

Our alternative to big government is not no government - some reheated version of
ideological laissez-faire. Our alternative to big government is the big society. But the
big society is not just going to spring to life on its own: we need strong and concerted
government action to make it happen. We need to use the state to remake society."”

12. The Big Society is not a new concept. It builds on a wealth of traditions and ideas
about strengthening communities, civic action and co-ownership of public services.

The role of Government in enabling the Big Society

13. The ‘strong and concerted government action’ has translated into three Big Society
policy areas, as set out in government policy documents. First, the Government has said
that the Big Society project means empowering communities through decentralisation and
localism, by giving local councils and neighbourhoods more power to take decisions and
shape their area. This devolution of power has been described as the “biggest thing that
government can do to build the Big Society”."® It is claimed that it will amount to what the

12 Robert Putnam, “Tuning In, Tuning Out: The Strange Disappearance of Social Capital in America”, PS: Political
Science and Politics, Vol. 28, No. 4, Dec 1995, p 667

13 Robert Putnam “Bowling Alone: America’s Declining Social Capital”, Journal of Democracy 6:1, Jan 1995, p 65
14 “Big Society: be careful what you wish for Mr Cameron”, Whitehall Watch,13 February 2011, whitehallwatch.org
15 Amitai Etzioni, Rights and the Common Good: The Communitarian Perspective (New York: 1995), p 16

16 'David Cameron: Putting Britain back on her feet’ The Conservative Party website, 8 October 2009,
www.conservatives.com

17 'David Cameron: Big society can fight poverty. Big government just fuels it’ The Guardian 11 November 2009 p. 30.

18 DCLG, Decentralisation and the Localism Bill: An essential guide, December 2010, p 2
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Prime Minister has described as the “the biggest, most dramatic redistribution of power
» 19

from elites in Whitehall to the man and woman on the street”.
14. The second policy area is the Government’s commitment to encouraging social action.
This is to be achieved by specific policies encouraging volunteering and charitable
donations, but is also expected to increase as power is devolved to communities and
members of the public become motivated by what they can achieve in their local area and
increase donations of time and money.*

15. The third policy area is the opening up of public services, by enabling charities, social
enterprises, private companies and employee-owned cooperatives to compete to offer high
quality services. Ministers believe that providing the public with more control over the
services they use and opening such services to a wide range of providers will lead to better
services for all users.”! Our inquiry has focused on the role of Whitehall in the development
of this policy area.

16. We have noted some inconsistency in views of the Government’s role in enabling the
Big Society project. Francis Maude, the Minister for the Cabinet Office, said that although
there is a “huge amount” for Government to do, the “Big Society, by definition, is mostly
not about what Government does; it is about what people, organisations and communities
do in society”.?* In his written evidence the Minister stated that, although the Big Society
project could not be built “through the old top down approach to government, which tried
to control too much from Whitehall”,» the Government “needs to change how it operates
to actively support such a society”.* Nick Hurd, the Minister for Civil Society, also insisted
that the Government has an “extremely big role to play ... this isn’t a case of ... just stepping
back and expecting thousands of flowers to bloom.”

17. Our witnesses agreed that the Government must play a significant role if it wants to
achieve its objectives. The National Council for Voluntary Organisations (NCVO) stated
“the role of the state is not simply to cut red tape, or to ‘get out of the way” but to enable
the Big Society.® Voluntary Sector North West concurred, arguing that while not a top-
down government programme, the Big Society project is “a Government-led agenda” with

taxpayer money invested in delivering policy objectives.”’

18. The role of Government was more specifically defined by Gareth Davies, Head of the
Office of Civil Society in the Cabinet Office, who detailed three distinct responsibilities for
Whitehall:

19  “Prime Minister’s Big Society speech” 19 July 2010 Number10.gov.uk
20 Cabinet Office, Giving White Paper, Cm 8084, May 2011

21 Cabinet Office, Open Public Services White Paper, Cm 8145, July 2011
22 Q520

23 Ev118

24 Ev 119

25 FVSQ 128

26 Ev w248 [Note:references to ‘Ev wXX’ are references to written evidence published in the volume of additional
written evidence published on the Committee’s website.]

27 Evw232
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a) making “the one-off reforms that Whitehall needs to make, effectively giving up the
power it used to have” such as these in the Academies Act 2010 and the Localism
Act2011;%

b) changing the commissioning system to open up public services to a more diverse
range of providers;** and

c) “the mobilisation and incubation of new ideas. Rather than taking power and
solving problems ourselves in the centre, it is about how we can help others, be
they individuals or businesses, to solve their own problems; it is about

promoting social action.”™

A coherent policy agenda across Government?

19. We have received little evidence to suggest that there is a coherent Big Society policy
agenda which is understood by Whitehall. Though the Minister responsible, Francis
Maude, Minister for the Cabinet Office, told us that he was “always slightly puzzled” by
people asking what the Big Society project means “because it seems reasonably obvious” to
him,*, Matthew Taylor, a former policy adviser to Tony Blair as Prime Minister, suggested
that even officials and Ministers “have lacked clarity as to what the concept is about and
have not told us how we would know it was happening.” This would hinder the work of
civil servants in achieving the Government’s objectives.”> Mr Taylor further told us that
there was “no adamantine centre to [the Big Society project] that you could take from
department to department and say, ‘this is what it means for you.”** The result was that
Big Society policies across government did not “marry with each other”.** He continued:

to take an example, in the police reforms the account seems to be, ‘we need to
challenge professionals,” whereas in the health service the account seems to be, ‘we
need to give all the power to professionals.” In the schools system it is, let’s give the
power to the parents’, but actually it will probably be giving power to head teachers. I
think that civil servants are at a loss. They know that the old days have gone, and in
some ways they welcome that; they understand the madness of too many targets and
interventions, but what they do not understand is the driving logic of what they are
trying to do now.”

Andrew Haldenby, Director of the think-tank Reform, concurred: “it is very difficult to see

a convincing case for the Big Society when the picture is very contradictory”.*®

28 Q152
29 Q152,153
30 Q153
31 Q520
32 Q155
33 Q155
34 Q183
35 Q183
36 Q170
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20. The existence of different views of the Big Society project across Government was not,
however, viewed as a problem by the Minister for the Cabinet Office: as the Government is
made up of seventeen “separate entities” [the principal Government Departments] “of
course there is going to be inconsistency across the piece”.”” There is no lead minister to
drive the Big Society project through Government. Instead Nick Hurd, the Minister for
Civil Society, spoke of a “Big Society inter-ministerial group, with 14 or 15 people sitting
around the table”.*® There is also a legitimate concern over the several ambassadors and
official representatives of the Big Society project: a problem of ‘too many cooks’.

21. The Open Public Services White Paper, published in July 2011, does not address the
diversity of opinion about the Big Society project, nor does it set out a plan for
implementation. The National Association for Voluntary and Community Action
(NAVCA) told us that it “contains far fewer practical proposals than we would expect from
a White Paper”.” This is partly because the White Paper is intended to be a consultation
paper. The White Paper does set out a requirement for Departmental reporting on
implementation of Big Society policies to begin in April 2012, although recent press reports
suggest a possible delay in the Government’s response to the consultation responses.*
Danny Kruger, chief executive of the charity Only Connect, recognised a challenge, in that
the Big Society project was “not at the sort of scale that we normally talk at in political
terms, like NHS, or schools or whatever”, combining both philosophical ideas and very
local issues.* It was thus both “too abstract and too granular”.** However, he said:

David Cameron has recovered his courage on it and is promoting it very vigorously.
I do think that, although it is essentially a bottom-up movement—it is an
anti-politics movement; it is saying that central Government is not the answer—
nevertheless there is a role for the state as the leader of our country and as a cultural
promoter of the good and the true and the just, and that is what the Prime Minister
should be doing, and I think he does. I think he speaks very bravely.*

22. As part of our inquiry into Civil Service reform earlier this year, we wrote to all
Permanent Secretaries to ask for details of how the Big Society project would affect their
departments. In his analysis of the responses, Professor Andrew Kakabadse of Cranfield
University, our specialist adviser to that inquiry, stressed the importance of strong
leadership of the Big Society project from the Cabinet Office and the Treasury, stating:

there is no point in placing extensive demands on the delivery Departments of
Whitehall, asking them to reconcile the ‘Big Society’ agenda with extensive cost

37 Q530
38 FVSQ124
39 Ev125

40 “David Cameron starts all over again on public services reform” Benedict Brogan’s Blog, blogs.telegraph.co.uk, 7
December 2011

41 Q27
42  Ibid.
43 Q30
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reduction requirements, without then being able to provide reasonable oversight,
namely, governance.*

Our subsequent report, ‘Change in Government: the agenda for leadership’ argued that this
leadership was lacking, concluding:

A cultural change to accept new ideas, innovation, decentralisation, localism and the
Big Society, necessary if these flagship government policies are to succeed, will only
come with leadership and a clear plan.*

In addition, we concluded that there was “little evidence of the detail of the specific changes
which will be required in terms of roles, structure, accountability and training [in
Whitehall]. We believe this is one reason why the Government’s decentralisation and Big
Society policies are perceived to be failing”.*

23. Towards the end of this inquiry, we have found that even prominent supporters and
architects of the Big Society project, such as Phillip Blond, Director of the think-tank
ResPublica, have apparently become sceptical about whether a coherent and coordinated
Big Society project can be implemented. In October 2011 Mr Blond wrote:

The tragedy is that the government has adopted a laissez-faire approach to the
delivery of the big society. It has claimed that if the state stepped back, and social
enterprise was incentivised (not least by the "Big Society Bank"), then the civic sector
would grow itself - and there is no doubt that, in some parts, that will be true. But
there is no civic infrastructure on which to base this innovation. It required a retail
offering - every town or village or locality should have had its own big society
platform where people could go for advice and input, and where the new powers in
the Localism Bill could be explained and augmented with civic expertise, training in
social entrepreneurship and the delivery of public service. With these ideas cut off by
the spending cuts and sidelined by the Treasury as a prime ministerial distraction,
the battle for the big society has probably already, needlessly, been lost.*

24. The redistribution of power from Whitehall to communities, central to the Big
Society project, will by its very nature necessitate a substantial change to Whitehall
itself, and to the nature of government. Our evidence prior to the publication of the
Open Public Services White Paper suggested that some witnesses remain concerned
that there is not sufficient coherence in the Government’s plans to achieve the
objectives of the Big Society project. We await the publication of the results of the
consultation following the Open Public Services White Paper and hope to see detailed
implementation plans and coherent proposals in place before April 2012. As we
recommended in ‘Change in Government: the agenda for leadership’ the Government

44 Public Administration Select Committee, Eleventh Report of Session 2010-12, Good Governance and Civil Service
Reform: ‘End of Term’ report on Whitehall plans structural reform, Change in Government: the agenda for
leadership, HC 714, Appendix 2, p 8

45 Public Administration Select Committee, Thirteenth Report of Session 2010-12, Change in Government: the agenda
for leadership, HC 714, para 109

46 Ibid. para 37
47 “Phillip Blond: Dave must take the Red Tory turn” New Statesman 2 October 2011
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must produce a comprehensive and coherent change programme. Without this,
attempts to bring about change will be defeated by inertia.

Communicating the Big Society

25. Ministers have the responsibility of explaining the Big Society project not only to
departments, but also to the general public. This is critical to the success of the project.
Bernie Morgan, former Chief Executive of the Community Development Finance
Association, stressed that there is a “real role [for government] to play in selling the idea
and creating a policy framework” in social finance, which is just one area of the Big Society
project.*®

26. While, as Danny Kruger told us, “it is very difficult to communicate new thinking”*,
polling results suggest that the public do not have a clear understanding of the Big Society
project or the associated policy agenda. However, Mr Kruger also said:

As to the idea that he has re-launched it four times, as we all know it takes 100 times
before these things enter the public mind. [David Cameron] is going to re-launch
and re-launch it. It is more about whether it will work; whether stuff happens on the
ground. I think this goes with the grain of human nature, this is what people want,
and the polls show that people do not understand it. I think they do understand it;
they just do not like it coming from politicians. They do not like the sense of it being
a top-down agenda.”

A YouGov poll carried out for the Commission on the Big Society in April 2011 found that
78% of the public “believe the Government has failed to give people a clear idea of what the
big society is about”.’! In May 2011, the Independent on Sunday published ComRes polling
data suggesting that understanding of the Big Society concept was actually declining, with
40% of people stating “they could not grasp the concept, compared with 30 per cent in
February 2011.>* Ipsos MORI cited the response of a participant in their research studies:
“they tried to explain but it’s too complicated. It’s very vague. What do they mean, ‘the big
society’?”>® The Network for the Post-Bureaucratic Age has warned that the “Big Society is
in danger of becoming all things, and no things, to all people”.** Voluntary Sector North
West complained that not only did the Big Society definition vary depending on the
context, but that it “often seems to be a rhetorical vehicle to justify other (sometimes
politically) predetermined aims”.>

27. The community organising group, Locality, decried what they saw as a “year zero”
approach from Government, which, they claimed, viewed the Big Society project as

48 Q317

49 Q27

50 Q28

51 The Commission on the Big Society, Powerful People, Responsible Society, (London, 2011) p 10

52 "Are the wheels coming off the PM’s Big Idea?” The Independent on Sunday, 15 May 2011, p 12-13
53 Evwi130

54 Evw198

55 Ev w232
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starting at the 2010 General Election, an attitude which they believed “betrays, at best, an
extraordinary naivety”.”® Matthew Taylor concurred that this had been a major flaw in the
communication of the Big Society project to the public:

Ministers talked about the Big Society as if it was something that would be created in
the twinkling of an eye. One simply had to withdraw public services and civil society
would flourish.”

28. The resignation of the Government’s Big Society adviser Lord Wei of Shoreditch from
his formal post in May 2011 prompted further press criticism of the policy agenda, and
potentially contributed to communication difficulties.”® A successor as adviser to the
Government has not been appointed. Francis Maude rejected criticism of Lord Wei’s
decision, stating:

Let me deal with that specific thing about Lord Wei when you say he has deserted the
Big Society. He is actually doing it [the Big Society]. As a social entrepreneur he is
creating social capital and social action, and driving new organisations to fulfil social
missions. >

29. The lack of understanding of the Big Society project should be seen in the wider context
of public perceptions of the change envisaged in the delivery of public services and the
devolution of power. The TUC cited research from the Institute for Public Policy Research
and PwC which found that there was a degree of appetite among the public for a greater
say in public services, but “people nevertheless believe that the state should remain
primarily responsible for delivering most public services.” In his oral evidence, Paul
Nowak of TUC told us:

the evidence from the public is that that is not what they want at all. They are
worried about stretched public finances being lost in shareholder dividends; they are
worried about accountability, because accountability to shareholders is not the same
as accountability to local communities; and they are worried about service quality.*'

The trade union UNISON argued that the Government’s commitment to opening up
public services was “based on an underlying principle of reducing state provision of public
services”.® However, Greg Clark MP, the Minister for Decentralisation and Cities said:

It is not simply talking about it but doing it, so that local authorities for the first time
have a general power of competence so that they can initiate action. They do not just
have to do what central Government tells them to do but can make decisions in the
interest of their own communities. If you look at some of the rights, they include the
right for voluntary organisations to challenge the way things are done and the right

56 Evwi13

57 Q158

58 “PM'’s Big Society Tsar steps down” BBC News 24 May 2011 www.bbc.co.uk/news
59 Q573

60 Ev 108

61 Q443

62 Evw5



14 The Big Society

to bid to take over assets. These are practical measures that have been the subject of
great debate and in many cases have formed significant consensus in this House and
the other place. So at the same time as the debate on terms has been taking place,
there has been substantial progress quite early in the day.*

30. The Minister for the Cabinet Office did not share the concerns raised with us on public
understanding and support for the Big Society project, remarking that he was “completely
relaxed” that the Big Society “means different things for different people, and different
things will have salience”.** The Minister for Civil Society did not recognise the problem,
arguing that “people fundamentally understand it [the Big Society]. I think that national
consciousness is one thing we have achieved.” On the evidence before us, we must
disagree.

31. Without a coherent plan, the Government has so far been unable to communicate
effectively to the public what the Big Society project means in terms of practical
policies—however, we await their Departmental plans to be published in advance of
April 2012. If they fail to do so, they will not secure sufficient public understanding
support for the commitment to open public services. For the Big Society project to be
successful, Ministers must increase public understanding of the nature and purpose of
their public sector reform agenda by setting out what it means in practical terms.
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3 Opening public services to alternative
providers

32. The charitable sector (‘the third sector’ or ‘civil society’), has a long and proud history
of delivering public services: many witnesses pointed out that charities used to be the sole
provider of public services. Sir Stephen Bubb, Chief Executive of the Association of Chief
Executives of Voluntary Organisations, highlighted the example of St John’s Hospital in
Bath which has been providing services for the elderly since 1137, previously funded
through charitable donations, and now funded by the state.® Sir Stephen also spoke of
charities which had come into existence through dissatisfaction with “bureaucratic [and]
inflexible” state-delivered public services, citing Mencap and Scope as examples.”’

33. There is no doubt that many charitable organisations can and do provide good and
innovative public services, particularly for clients who do not want to be involved with
officialdom, for example in the field of rehabilitation, where substantial reductions in
reoffending rates have been achieved.®® Journalist Polly Toynbee suggested that charities
can “do it better than the state, because they are often innovators, they often lever in all
sorts of other things, they are often much closer to communities—not always, but they can
be.”® The TUC also praised the “added-value, niche services” which voluntary groups
could provide, in partnership with the public sector, because they “are often able to engage
with hard to reach clients and communities that may be beyond the scope of the public and
private sector”.”

34. While some charities and voluntary groups told us they were keen to take a more active
role in service delivery, we also heard that this did not necessarily reflect the position of the
whole charitable sector. The Third Sector Research Centre argued that their research
showed that “not all voluntary and community organisations necessarily need, or wish to,
take on a greater role in delivering services”. They identified in particular smaller
organisations who were unable to meet contract requirements and were instead reliant on
charitable income.” Some of these groups are simply too small in scale to work with
Government departments or local authorities. Danny Kruger, whose charity, Only
Connect, works to prevent re-offending, told us that “there is no contract that our tiny little
outfit could possibly enter into with Whitehall”.”* Instead, the most they could hope for
would be to “be a subcontractor to a subcontractor to Serco”.”?

35. There were also doubts that the majority of charities, small in size and operating on a
very local basis, have “the resources and skills to competitively tender”, a problem
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exacerbated in the view of Timebank, a national volunteering charity, by cuts to “the
infrastructure organisations that could up-skill these organisations to tender”.”* These
organisations, which include local community and voluntary services (CVS) and volunteer
centres, have, according to the Charity Finance Directors’ Group, “a valuable role in
fostering civil society engagement and up-skilling the sector, [and] should be at the heart of
the Big Society project but instead are being compromised” by spending cuts.”” At the
same time, Ministers cite Treasury figures which show that by the end of this Parliament,
the public sector will still spend more than 40 per cent of our GDP, the same proportion as
in 2006/07.7° The overall funding position for civil society may be backpedalling slightly,
but it follows years of enormous increase.

36. The lack of recognition of the diversity of the charity sector was criticised by the Our
Society network, which accused Ministers of being “oblivious to the enormous differences
between national charities, community and neighbourhood organisations, and informal
groups [...] The experience of voluntary organisations over recent years is that only a few
large ones are in a position to handle contracts of any scale.””’

37. Other charities currently provide public services, and would be happy to expand the
good and effective work they do, but only on a small scale, as they “do not aspire to large-
scale service delivery”.”® Kevin Curley of NAVCA made the following suggestion:

I think that an organisation such as Derby Women’s Aid, which provides a 12-
bedded hostel, would aspire to providing a second 12-bedded hostel, but would not
aspire to running all the women’s refuges across the East Midlands. To take the
example of the Hull citizens advice bureau, it would very much like to run a branch
bureau on a deprived estate like Preston Road or Orchard Park, but it does not want
to provide advice services across the whole of East Yorkshire, by and large.”

38. We welcome the Government’s commitment to encourage the participation of the
charitable sector in the provision of public services. We recognise that not all public
services are suitable to be delivered by charities and that not all charities are willing or
capable to deliver services. Charities and community groups have shown that they can
provide some public services at better value for money than those delivered by the state
and that some wish to do so. We have yet to see how the Government will encourage
this since contracting out continues to favour the larger, more commercial providers.
In essence, this is the challenge: to build the ‘little society’, rather than the ‘Tesco’
charities that are skilled at tendering.
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A cheaper provider?

39. Some witnesses doubted whether commissioning services from voluntary and charity
groups would necessarily be cheaper than the same services delivered by the state.** The
Minister confirmed that if a charity was to win a contract it must “show not only that they
are able to deliver the quality but they are able to provide good value.”' UNISON
suggested that “communities may not be more efficient providers of a service”,** while
David Lewis, Professor of Social Policy and Development at the London School of
Economics and Political Science, has argued that “the voluntary sector may well offer the

possibility of better services, but not necessarily cheaper ones”.**

40. We also heard that charities should not be expected to subsidise public service delivery
through the use of their own funds. NAVCA described the use of charitable income “to
subsidise statutory services which should be properly funded from general taxation” as
highly inappropriate.®* The Charities Aid Foundation (CAF) has warned that:

[charities and voluntary organisations] should not be seen as “the cheap option”
for service delivery because they are able to draw on charitable income and
volunteers. Commissioners must be willing to pay an appropriate price for
services. It is entirely unreasonable to expect charitable income or volunteer
labour to subsidise their costs.”

41. The opening up of public services to new providers can in turn increase the cost on the
public purse, once the cost of tendering and monitoring contracts is taken into account.®
The costs of the tendering process have in some instances led local authorities to merge
local contracts into a larger geographical area in order to make economies of scale. The
larger geographical area also means a larger contract size, which may then place the
contract out of the reach of small local organisations.*’

42. We would be concerned if commissioners were faced with a choice between either
simply choosing the cheapest option or commissioning a more expensive service from a
small local charity which might be able to provide a better service, but would be unable
to compete with larger charities or the private sector on cost grounds.
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Effect on the voluntary sector

43. An increase in public service delivery by charities and voluntary groups is likely to
change the nature of the voluntary sector as a whole.*®® We heard of fears of a polarisation
within the sector: Exeter Council for Voluntary Services warned that the focus on service
delivery may lead to “a larger gulf between large, ‘professionalised’ or ‘corporate’ charitable
companies, and small, local, entirely voluntary community groups”.*’

44. The independence of the sector may also be compromised. Charities which deliver
public services have reported feeling that their independence is threatened. We heard from
voluntary groups who were keen to stress that the sector “should not be reduced to “just”
being a service provider”, as this might restrict their role as community activists.”

45. The voluntary sector may also be affected as a result of ‘mission drift’ by charities that
provide services.”’ The TUC cited Charity Commission research showing that “charities
that deliver public services are significantly less likely to agree that their charitable activities
are determined by their mission rather than by funding opportunities.” The Third Sector
Research Centre accepts this danger, but concludes that:

in the absence of focused empirical research on the maintenance or elasticity of third
sector organisation missions over time, we are left with some concern about the
potential for mission drift, but no clear indication of its prevalence or the causes and
consequences of drift.”?

46. A more likely effect may be the loss of responsiveness and innovation of groups
providing public services. The Third Sector Research Centre flagged up the danger of
‘isomorphism’: that is, that charities seeking to provide services for the lowest possible cost
may adopt “practices that mimic those of their commercial competitors”.”* They warned
that this could result in the erosion of “the distinctive values and ethos of the third
sector”.”” UNISON concurred, arguing that commissioning services directly from
voluntary groups did not necessarily lead to the benefits of their innovation, but instead
drove charities and voluntary groups to focus on winning contracts by delivering cheaper
services, losing the added value that such organisations can bring to public service

delivery.”®

47. Over half of all new charities registered with the Charity Commission between April
and September 2011 have contracts to deliver public services, in comparison with only 39%
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of all charities as a whole.” This suggests that any distorting impact on the charitable sector
as a result of charities delivering public services may become more prevalent, due the
number of new charities focusing on this role.

48. Increasing the number of charities and community groups that deliver public
services will change how the charity sector operates as a whole. There is a danger that
charities may become agents of public policy, subject to targets and incentives and
thereby becoming an extension of the state. We expect to consider the state of the
charity sector in a later inquiry.

The role of the private sector

49. How voluntary groups and private companies compete and work together to provide
public services is critical to the success of the Big Society project. Francis Maude, Minister
for the Cabinet Office, was adamant that “there is a huge role for profit-making companies
in our society and our economy”, noting the number of public services already delivered by
profit-making companies.

50. It was also suggested that in some situations the resources and expertise of private
companies may be more appropriate than that of the voluntary sector. Shona Nicholls,
Group Marketing, Communications and Sustainability Director for Capita, spoke of a
scenario where

a small to medium-sized charity is to take over and look after—to have transferred to
them on one day—3,000 people, it probably does not have the capacity, ability,
investment, funds, etc, to make sure that it can run that and do so sustainably going
forward.”®

51. We also heard claims of the cost savings that could be provided by private companies.
Capita claimed that it provided 15% to 30% cost savings to local authorities in outsourcing
contracts.” The think-tank Reform argued that the profit motive gave companies the
crucial incentive to provide the cost savings Ministers required, and the scale to deliver
these savings.'®

52. The evidence we received from trade unions took an opposing view. The TUC argued
that private companies running large scale outsourcing operations could create “an
unbalanced marketplace” through their economies of scale and their capacity to run loss-
leaders.'” UNISON told us that

no credible view of a Big Society should include organisations which make profits for
their own sake ... If profits are made by public service providers, and not re-invested
in the service, then this represents a subsidy of the private sector by taxpayers, and a
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lost opportunity to improve those services. This is an inappropriate and inefficient
use of public money, especially in a time of limited funds, and it is contrary to the
Government’s aims of reforming public services and increasing efficiency.'?*

53. Opening up public services to new providers raises the prospect of much greater
private sector involvement, as many of our witnesses have indicated. Private sector
large contractors may provide the cheapest option in the first round, which may drive
out smaller, more innovative, more local and more accountable providers. We
recommend that the Government regularly review the level of large private sector
involvement in public services to ensure that the objective of the Big Society project of
empowering communities over local services is being achieved.

A voluntary sector bias?

54. Francis Maude spoke of a new world in public services where “the expectation is not
that big, monolithic public sector providers are the default setting for public service
provision”.!” The new world also goes beyond a “binary choice” between services being
delivered either by a public sector monopoly or by private companies, and to a “much
more mixed economy and a more sophisticated array of providers” including charities,
mutuals and social enterprises.'® The White Paper recognises that “poor-quality services
can occur in any sector”'? and states that all sectors are viewed equally:

We do not have an ideological presumption that only one sector should run services:
high-quality services can be provided by the public sector, the voluntary and
community sector, or the private sector.'%

55. Ministers have nevertheless stressed the primary role of charities and voluntary groups
in the Big Society project. The Minister for the Cabinet Office said that “whilst the Big
Society is broader than any one sector, charities, social enterprises and mutuals, and
community groups have been playing a strong role in strengthening communities and
society for many years”.!”” The Minister believes that the role in the community and their
local knowledge will enable voluntary groups to provide higher quality, more innovative

and better value public services.'*

56. The think-tank Reform has criticised the focus on charities and voluntary groups
delivering public services, and said that “the impression given by Downing Street is that it
wants the private sector off the table for this Parliament”.'*
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57. Paul Pindar, Chief Executive of Capita, has given a contrasting view: he was quoted in
the press as having said of multi-billion government outsourcing deals that:

there is absolutely no way on the planet that [that sort of contract] is going to be let
to a charity. And it can't get let to a small or medium-sized enterprise.'°

Mr Pindar was further quoted as saying that the charity sector “will not be a massive
player” in the delivery of public services as charities and voluntary groups “simply don't
have the scale” and “can't bear the risk.”""! When these comments were put to Capita,
Shona Nicholls, their Group Marketing, Communications and Sustainability Director, said
that they had been “taken out of context™'? and further added:

Basically, he was saying, ‘Is there a market for Capita going forward with all of this
change?” I do not know in terms of that soundbite that came across, but what Paul
was trying to explain, as I was earlier, was that there are different roles for different
organisations as they stand at the moment [...] He is not anti the voluntary sector; he
was just trying to explain that there are barriers for various charities and other
voluntary sector organisations to take on some of the large chunks of central or local
government. '?

58. Ministers have spoken both of promoting charities as the favoured provider for
public services and in favour of a more mixed economy with private sector providers
also involved. The officials responsible for commissioning and managing contracts for
public services need to know whether Ministers wish them to prefer the voluntary
sector over offers of potentially better value. Clear Ministerial guidance to the civil
servants and local authority officials responsible for the commissioning and tendering
of public services is therefore imperative.
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4 Funding the voluntary sector

59. Throughout this inquiry, and our earlier examination funding of the voluntary sector,
we have received considerable evidence on reductions in grants and local authorities for
charities and community groups. It is not easy to find a substantiated, accurate figure for
the size of spending cuts to the sector. New Philanthropy Capital has estimated the cuts in
state funding to be between £3.2 and £5 billion'* and Sir Stuart Etherington, Chief
Executive of the National Council for Voluntary Organisations, thought that cuts of £3
billion to the sector “was not unlikely”.""> Much evidence appears to be anecdotal. The
Minister for Civil Society strongly disputed the estimates we put to him as “a totally
speculative number, not based on any evidence at all” but did not offer an alternative
figure; arguing instead that while the total would be higher than £100m, it was not possible
to produce a definitive figure.''¢

60. While the size of the cuts has been disputed, many witnesses have criticised the pace of
the funding reductions. The Bishop of Leicester reported concern that some Ministers had
not fully accepted the impact of spending reductions on charities. He said:

[...]the way in which public funding is withdrawn, the speed at which it is withdrawn,
the consequences for the most vulnerable and the negative effects on those charities
and voluntary organisations that train and mobilise volunteers has not always been
taken full account of. '

The trade union Unite warned:

The scale and speed of the cuts to the voluntary sector is terrifying, and is hurting
society’s most marginalised and vulnerable. Ill-conceived and rushed budget
decisions have been made at every level, from local councils and authorities, to
central government.''®

61. To understand the changing funding environment, we considered the existing funding
streams for charities, and the attempts to bring in new funding mechanisms.

The current funding situation: the ‘funding gap’

62. Any consideration of the funding of the voluntary sector at present should first
recognise its breadth and diversity. Voluntary bodies vary widely in terms of their
objectives, their size, their volume of income, their geographical scope, and their types of
activity. Figure 1 below is an illustration of this.
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Figure 1 Voluntary sector size and income distribution 2007-08
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Source: NCVO, Funding the Future'”’

63. Across the sector, voluntary bodies are funded by a mixture of income from the state,
charitable giving and social investment. The Minister for the Cabinet Office has
highlighted that the majority of charities—75%—do not receive statutory funding.'*

However, the NCVO estimates that “many of these are small or micro organisations”.'*!

64. The 36% of sector income (£12.8bn) from the state'?> can then be sub-divided as
follows:

a) £9.1 billion of the total income from the state (representing 71% of all state income,
and 25% of total sectoral income) is from the “payment for the delivery of services
under contract.”’*® This may be from either national or local government. Polly
Toynbee appeared keen that income received for the provision of services
commissioned by the state should not be seen as a donation, or a state subsidy for
charity, arguing that:

[...] it is not money being given to charity as if it were a charity donation,
they are contractors. They are doing a particular job. The local authorities
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have said, ‘We want someone to deal with young offenders’, or, ‘We want
someone to do a day centre for the elderly’.'**

b) £6.6 billion (52% of the total state income, representing 18% of total sectoral income)
comes from local authorities.'” Examples of this funding could be payment for
contracted services, or local grant programmes, such as Early Intervention Funds,
Children’s Fund, or those that support volunteers and volunteering infrastructure: such
as Voluntary Sector Councils.'* A further source is central government grants to local
authorities. NAVCA cited the use by some local authorities of central government
grants such as Area Based Grant and Working Neighbourhoods Fund “to replace their
own voluntary and community sector grants programmes .’ When funding was
subsequently withdrawn by central government for these programmes NAVCA
reported that it had not been replaced by equivalent funding by local authorities.'**

65. A proportion of state funding has in the past been derived from programmes such as
the Future Jobs Fund, (which closed in June 2010),'* the Volunteer Brokerage Scheme
which ended in November 2010,"° and FutureBuilders, a £200m scheme which provided
loans for third sector organisations delivering, or planning to deliver, public services (it was
“effectively shut for business” in June 2010.) These funding streams are no longer
available'?!

66. Particular charities receive proportionally more public funding than others. The Third
Sector Research Centre found that a greater proportion of charities dealing with people
with mental health problems, ex-offenders or victims of crime received public funding
compared to charities serving ‘the general public or everyone’ (60% compared to 28%).'*
Their research also found that “voluntary organisations working in deprived areas are
much more likely to be in receipt of public income”.'**

67. We heard of great enthusiasm for the development of new funding streams for charities
from social finance. Bernie Morgan, former Chief Executive of the Community Finance
Development told the Committee that “we are on the threshold of a new era and paradigm
shift” with regards to finance for social enterprises and charities.”** While a natural caution
in approaching such claims is understandable, Sir Ronald Cohen, Chair of Big Society
Capital Limited, asked the Committee to put aside its “initial scepticism about whether
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something that seems so new can actually be effective” suggesting that there were parallels
with the growth in venture capitalism in the UK in the 1980s.'**

68. While the projections for social finance are ambitious the new income streams available
cannot at present replace the spending reductions already experienced. Kevin Curley of
NAVCA reported that £1.2 billion of funding to charities and voluntary groups had been
cut by local authorities, and that the funding from Big Society Capital although “important
in the future [...] is small scale” in comparison.'*

69. There is also a considerable time lag between cuts to local authority grants and
spending and the development of new sources of funding."”” We heard evidence that
funding cuts to small charities could undermine the Big Society project. The National
Council for Voluntary Youth Services told us that

many organisations who might otherwise have a vital and creative role to play in the
Big Society may be lost over the next 18 months due to the suddenness and severity
of statutory funding withdrawal, and the lack of viable alternative funding pathways
to ‘bridge’ their survival and adaptation to the new evolving environment.'*

The charity Community Links concurred:

Cutting too quickly risks destroying groups like Community Links which are
perfectly placed to develop the Big Society if given the time to continue adapting and
innovating.'”

70. The NCVO described this funding gap as “the most significant problem” facing
charities and voluntary groups.'*® In February 2011, the Prime Minister spoke to reassure
such groups:

[...] some people say that the Big Society can't happen because our voluntary bodies
are being starved of state money. No area can be immune from cuts, but I'd ask
people to look beyond the headlines and see a much bigger structural change in how
the voluntary sector can work in future. We are in the process of opening up billions
of pounds' worth of government contracts so charities and social enterprises can

compete for the first time. The scale of this opportunity dwarfs anything they've ever
had before.

But we understand that while the opportunity lies in the future the local authority
cuts are happening now. So this week we are launching a transition fund to help
charities prepare to bid for these contracts and a big society bank to provide some
working capital when they're awarded them.'*!
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71. We are concerned that many charitable and voluntary organisations are suffering
the immediate effects of reductions in public spending. In some cases their existence is
at risk, yet they are the very organisations which may wish to participate in the
Government’s Big Society policies.

The Transition Fund

72. A £100m Transition Fund for voluntary and community funds facing hardship as a
result of spending cuts was announced on 20 October 2010 as part of the Spending Review.
Applications were to be submitted by 21 January 2011. Eligible organisations could apply
for a grant of up to 50 per cent of the reduction in taxpayer-funded income that they used
to deliver public services, with grants available between £12,500 and £500,000. The fund
was open for applications from charities which:

e had turnovers of between £50,000 and £10m;

e spent at least half their total income on delivering front line public services in seven
defined areas including health and social care, education, welfare to work and
homelessness;

e had evidence, or had substantial reason to believe, that between April 2011 and
March 2012, they would experience a reduction of at least 30 per cent of the
taxpayer-funded income they receive for the delivery of front line public services in
England; and

e had free reserves equal to, or less than, the cost of running their organisation for six
months.'*

73. The Transition Fund has attracted some criticism. New Philanthropy Capital (NPC)
was concerned about the way the fund was operated, raising a number of specific points:

e The application period was only 7% weeks, which covered the Christmas and New
Year holiday period;

e The application period closed while local authorities were still making decisions
regarding spending from April 2011 onwards. Many charities which are eligible for
support from the Transition Fund may not have been notified of their funding
situation until after the deadline for applications; and

e Charities which had followed ‘best practice’ and not relied on one source of
funding (in this case from the state) for over half their income had effectively been
penalised for this by being rendered ineligible for the fund.'*

74. The Minister for Civil Society, Nick Hurd, explained that the Transition Fund was
designed to “get money out as quickly as possible to organisations that are extremely
dependent on public income but have aspirations to deliver more public services. We
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therefore had to set strict criteria for it.”"** He was clear that the Transition Fund was not
intended “to compensate fully, and we have always been quite clear that we can’t protect
every single charity and voluntary group from a reduction in public expenditure, because
the scale of the reduction that we need to make is so great.”'**

75. We welcome the Transition Fund and the intention to sustain the voluntary sector
which underlies it. The fund itself can clearly not provide assistance to every charity
and voluntary group struggling to bridge the gap between public spending reductions
and new sources of social finance income. This funding gap may effectively inhibit
some charities from tendering for public service delivery, and thus undermine the
Government’s efforts to procure from charities and social enterprises, as they may lack
the available funds to enter into contracting arrangements. There is also a question
about democratic accountability for the allocation of such funds. We urge the
Government to bring forward proposals to address this, such as a form of voting
system, in order to reflect the aspiration to involve people and communities.

Big Society Capital

76. Speaking at the launch of the Big Society project in Liverpool in July 2010, the Prime
Minister recognised that charities and smaller organisations could find it difficult to tender
for public service contracts because of difficulties raising working capital. To remedy this,
the Prime Minister described “providing finance” as one of the three main areas of policy
action necessary to achieve the Big Society project (the others being decentralisation and
transparency).'*® The Prime Minister stated that:

we believe in paying public service providers by results. It encourages value for
money and innovation at the same time. But the potential problem is that you can
lock smaller organisations out, because they don’t have access to start-up capital. So
government has a crucial role to play in bridging the gap—and indeed, more widely,
in connecting private capital to investment in social projects.'*’

77. The Prime Minister provided further details of the Big Society Bank, now renamed Big
Society Capital. It would be capitalised by

using every penny of dormant bank and building society account money allocated to
England. These unclaimed assets, alongside the private sector investment that we will
leverage, will mean that the Big Society Bank will—over time—make available
hundreds of millions of pounds of new finance to some of our most dynamic social
organisations.'*®
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This is estimated to amount to up to £100m from bank and building society accounts
which have been untouched for at least 15 years.'* In addition to these funds, the Bank will
be capitalised with £200m as a result of the February 2011 Project Merlin agreement
between the Government and the UK’s four biggest banks .'*°

78. In February 2011, the Cabinet Office published a strategy paper entitled Growing the
Social Investment Market: a vision and strategy which set out how charities and social
enterprises would be able to access social investment funds. The strategy describes a
considerable opportunity for growing the social investment market, noting that

UK charitable investment and endowment assets alone account for nearly £95
billion. If just 5% of these assets, 0.5% of institutionally managed assets and 5% of
retail investments in UK ISAs were attracted to social investment, that would unlock
around £10 billion of new finance capacity.'!

79. The establishment of Big Society Capital has been considerably delayed by the need to
secure EU state aid approval for the use of the dormant bank account funds. A formal
notification for state aid approval was submitted in October 2011, and the Cabinet Office
expects to secure approval by April 2012.* Given the already difficult funding
environment for charities and community groups, this delay is unhelpful.

80. Delays in setting up Big Society Capital are contributing to the ‘funding gap’. In our
report ‘Change in Government: the agenda for leadership’ we reported on the
frustration in Government about the “deadweight of inherited policy, not least by the
overbearing constraints imposed by the vast body of EU law and regulation”. The delay
in the operation of Big Society Capital by the need to seek EU state aid approval is a
case in point.

81. The mission of Big Society Capital is

to boost significantly the ability of the social sector to deal with social issues. It will
do this by supporting the development of a social investment market which is more
effective in attracting capital to achieve social impact.'**

The potential impact on charities and social enterprises is indeed considerable. As Sir
Ronald Cohen explained, traditional fundraising measures involve the uncertain
procedure of charities and social enterprises approaching a number of donors and
philanthropic trusts and requesting large sums for a long period of time. Big Society
Capital will bypass this hindrance."* Sir Ronald also recognised the need to build capacity
in the social investment market, and spoke of the purpose of Big Society Capital as being
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“proactive” and “with the purpose of getting the social sector going”. This would mean
that Big Society

[...] is going to be a lot more than just a fund of funds. Part of it is making sure that
Social Impact Bonds help those who are capable of being helped by them, where the
metrics are there and the organisations can deliver social outcomes and so on.'”

Claire Dove, Chair of the Social Enterprise Coalition, spoke of the considerable help this
would provide social enterprises, citing her own hard-fought battle as a social
entrepreneur.'*®

82. Sir Ronald struck a note of caution in warning that Big Society Capital should not be
expected to “bring a revolution in the space of five years”."”” Instead, he urged it to be seen
as a “10 to 20-year project” a similar growth period to that of business entrepreneurship in

the UK in the 1980s.'*8

83. Big Society Capital will be a private sector body independent of Government, and it will
be expected to make a sufficient return on its investment to cover operating costs. Under
the Dormant Bank and Building Society Accounts Act 2008, it is required to work as a
wholesaler: charities and social enterprises will not receive funding directly from Big
Society Capital, but instead from intermediary social finance organisations.'® This point
concerned some witnesses. NAVCA warned that, as the social finance intermediaries with
which Big Society Capital would be working will be offering loans, and not grants, they did
not think that it would be relevant for small and local charities and voluntary groups.'*
Other charities report not being willing to seek loan finance owing to resistance among
some trustees to a new, and potentially riskier funding model.’"

84. Two recent reports have cast doubt on the ambitious forecasts for the take up of social
finance by the sector. The Young Foundation and Boston Consulting Group warned that
there were too few social finance intermediaries to deliver these funds, meaning that much
of the Big Society Capital’s money would remain in dormant bank accounts.'® New
Philanthropy Capital claimed that social finance was only relevant to a small proportion of
the sector, and could be dangerous to ambitious charities that took on debt they would not
be in a position to repay.'®

85. We raised concerns about the rates of return the Project Merlin banks would receive on
their investment. The Minister for the Cabinet Office told us that banks would “be entitled
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to a share of any distributable surplus/profits made by Big Society Capital in proportion to
their investment”.'**

86. Sir Ronald Cohen believed that Big Society Capital would not experience the lack of
demand for social investment experienced by other social finance funds. Instead he
believed that “the supply of money does create its own demand” as the ambitions of social
enterprises and charities would increase when they knew that there would be a source of
funding for their activities. This would also attract new social entrepreneurs into the
market.'®> Claire Dove cited research carried out by the Social Enterprise Coalition which
had indicated that one of the biggest barriers to growth of some social enterprises was
access to capital.'®

87. A contrasting view came from NESTA (the National Endowment for Science,
Technology and the Arts) which argued that “by far the majority of demand for capital”
was for ‘soft capital’, defined as patient, semi-commercial capital which typically took
many years to return the principal. NESTA warned that Big Society Capital “should not
expect to achieve commercial returns on many of its investments”.'” NESTA challenged
Big Society Capital to be clear whether its role would to help social enterprises and charities
access capital to increase social impact, or to deliver financial returns.'® The National
Association for Voluntary and Community Action (NAVCA) urged Big Society Capital to
“accept that some investments will not see a return” and instead balance risk across a range
of investments.'®

88. Big Society Capital is a genuinely imaginative social innovation, which has
enormous potential in the long term. The concept is as yet unproven, and large scale
effects will take a decade or more to bear fruit. Furthermore, Big Society Capital will
not provide the solution to the ‘funding gap’ for many small, local charities who do not
wish to take out loans. The Government must acknowledge that in the short term Big
Society Capital is unlikely to resolve the current ‘funding gap’.

Social impact bonds

89. In September 2010 the Ministry of Justice launched a pilot social impact bond aimed at
reducing reoffending by prisoners who served short custodial sentences at HMP
Peterborough. The bond raises finance for a Payment by Results contract, whereby the
private sector assumes the risk of delivering a public service, and is rewarded by
Government based on the outcomes it achieves. The scheme is worth £5m and run jointly
by the non-profit organisation Social Finance and the offender rehabilitation charity St
Giles Trust. If this pilot project reduces re-offending by 7.5%, or more, investors will
receive from Government a share of the long-term savings, up to a maximum of 13%.'7°
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The first social impact bond was only available to foundations and charitable trusts, not the
private sector, but Sir Ronald Cohen envisaged private sector interest further down the
line."”" This is not guaranteed: private investors might have to wait several years to see a
return.'”” Third Sector magazine, the trade journal for the charity and voluntary sector,
warned that social impact bonds

are considered more likely to appeal in the short-term to philanthropists and then to
smaller investment funds and private banks, which are more able to take risks.
Among institutional investors, insurance firms are seen as likely takers because they
would benefit from reductions in crime and antisocial behaviour. Traditional
institutional investors such as pension funds are thought likely to be the last in line.'”?

90. The progress of social impact bonds will also depend on the ability of commissioners to
develop metrics for measuring social outcomes. Sir Ronald Cohen recognised that the need
to measure success “will rule out certain social issues where it is very difficult to find
metrics that are reliable”.'”*

91. While witnesses were positive about the development of social impact bonds, concerns
were expressed that the limited examples at present were all at very early stages. For
example, NAVCA cautioned that the results of the pilot programme at Peterborough
Prison would not be clear for around six years.'”” In the meantime policy based on social
impact bonds is being formulated in the absence of any evidence of their success.

92. Social impact bonds have the potential to transform the way public services are
delivered and financed. Until further evidence of their success, both in achieving social
aims and attracting capital, is available, we urge caution in reliance on their growth. We
welcome the reviews taking place of the pilot project at HMP Peterborough, and look
forward to receiving information on the project’s progress.
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5 Commissioning public services and the
Big Society

93. The Government’s aim is to open up public services to charities, voluntary groups and
the private sector. The skills and mindsets of the responsible officials in both central
Government and local authorities (the ‘commissioners’) are crucial to this process. Danny
Kruger warned that in its current state

central Government is spending half a trillion pounds a year: it is that vast, and it is
not going to be able to contract with the hundreds of smaller local charities. ... They
can probably only handle 40 contracts in central Government.'”®

94. Kevin Curley, Chief Executive of NAVCA, concurred, setting out two case studies of
poor contracting:

[...] a couple of years ago in Leeds, the contract that was let for family support
services to be provided by the voluntary sector was so big that local charities like
Home-Start in Leeds, which had been delivering to a good standard and to the
council’s satisfaction for several years, were unable to bid, and the contract was won
by a large national charity.'”’

A year ago, Hull city council put its advice services contract out to tender, and a very
well-established, well-run and effective citizens advice bureau in Hull lost its
funding—the contract was won by A4e, a private sector organisation. The essence of
why A4e won the competition was that the commissioners responsible for sorting
out that contracting opportunity were not able to place any value on all the aspects of
the citizens advice bureau beyond the simple provision of advice from adviser to
individual.'”®

A further example was provided by the Minister, who reported:

A big national charity bidding for a local authority contract to run one of the big
services recently told me that the local authority had taken the perfectly sensible view
that they wanted it to be run not in-house but by an outside provider, and it had so
far cost the charity £800,000 just to bid for it, which is nonsense. '””

95. The model to aim for was outlined by Polly Toynbee, who said that
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If you are serious about Big Society, you will want to find a mechanism—and it is not
that difficult—to make sure that it is the small, the local, the experienced, the people
with the knowledge.'®

96. The Cabinet Office produced a Green Paper on modernising the commissioning
system in December 2010. It sought “views on how the Government can reform all stages
of the commissioning process at both local and national levels to ensure civil society
organisations play a full and active part in public services”."®! The responses to the Green
Paper were intended to inform the publication of the Open Public Services White Paper.
However, that White Paper includes little in the way of proposals to reform the
commissioning process. The Charity Finance Directors Group cautioned that “despite
publishing the Localism Bill, the Modernising Commissioning Green Paper, and the
Giving and Open Public Services White Papers, there are still few tangible and clear policy

initiatives. When faced with this vacuum, managing risks and re-shaping responsively is
difficult.”'®?

97. One of the barriers identified in the commissioning system is the interpretation of
European regulations. Local authorities were accused by NAVCA of invoking the “full EU
Public Contracts Regulations (2006) unnecessarily, adopting competitive tendering
procedures by default” despite the fact that the regulations were designed for large scale
public procurement and specifically exempt ‘Part B services’ such as “social services of
general interest” which covers some of the public services carried out by voluntary
groups.'® One reason for this misinterpretation of the regulations, according to NAVCA,
is the Office of Government Commerce’s EU Procurement Guidance—Introduction to the
EU procurement rules which neither set out clearly the exemptions nor explains in
practical terms what this means for local authorities. To remedy this, NAVCA suggested
that the guidance should be revised to include “practical examples of lawful flexible
procurement of Part B services [which] would give commissioners the confidence to make
good funding decisions, give grants, and use flexible and proportionate procurement
processes”.'®*
98. We welcome the Minister for the Cabinet Office’s recent announcement on the
Government’s intention to re-negotiate EU procurement regulations. We look forward
to the Government setting out what changes they are seeking, why they are sought and
the timescale for implementation of the changes. We also recommend that the
Government set out detailed plans to revise procurement guidance under the existing
regulations. We intend to conduct an inquiry into the Government’s public
procurement policies in the light of the Minister for the Cabinet Office’s recent
announcement of a package of measures that are intended to reform how the
Government buys from the private sector.
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99. We recommend that the Office for Government Commerce revise guidance on the
EU Public Contracts Regulations 2006 to promote appropriate interpretation of the
regulations by local authorities in commissioning.

100. Another alleged bureaucratic barrier identified by the charity Community Links was
the Transfer of Undertakings (Protection of Employment) Regulations (TUPE), which
protects employees' terms and conditions of employment when a business is transferred
from one owner to another. These arise from the European Acquired Rights Directive.
They require that a charity or voluntary group wishing to deliver a public service has to
take on the cost of personnel currently employed in providing the service, along with their
existing pensions entitlement, annual leave, and other employment benefits. Charities
delivering these promises will face potentially different sets of terms and conditions and
employment benefits among their workforce.'® Community Links argued that the TUPE
regulations restricted the ability of charities and social enterprises to “innovate or redesign
services to better meet need.”'®

101. We recommend that the Cabinet Office consult the voluntary sector on the
legislative and bureaucratic barriers which inhibit voluntary groups from delivering
public services. We note the commitment of the Chancellor of the Exchequer, in his
2011 Autumn Statement, to a review of TUPE regulations, and we urge the
Government to give special consideration to smaller charities in this review.

102. The system of ‘payment by results’ for public services was also identified as a major
barrier to opening up public services, as it could exclude from public service delivery some
small and local charities and voluntary groups who did not have the working capital to
continue operating while they awaited payment.'® It also may not be suitable for all types
of public service. The National Council for Voluntary Youth Services spoke of work which
focuses on “increasing the social and emotional development of young people”, a measure
which they say cannot be immediately measured but which in the long term can provide
savings for the public purse by steering away young people from socially costly choices.'*®
Timebank identified “payment by results” as the “biggest preventer of participation in
public service provision by the voluntary and community sector”.’** Case study 1 provides
further details.
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Case Study 1: WLAC - West London Action for Children

West London Action for Children is a charity that provides support to vulnerable parents
and children in West London. It relies for almost half its income on contracts with local
authorities. The NHS provides the remainder of its income through payment for the
provision of counselling services to victims of domestic abuse, mental illness and poverty.

For many of its clients, WLAC is the only organisation that provides support at the end of
a long journey. One client explained how her first interaction with the state following an
incident of domestic violence was with the police, who then passed her on to the local NHS
service, who finally passed her on to WLAC. At the end of this journey, WLAC provides
one to one counselling, opportunities to learn new skills and support with child-care at a
cost to the public well below equivalent state providers.

WLAC is one of the only providers of this service in West London, but its primary source
of income is currently said to be under threat due to a combination of local public service
cuts and commissioning practices.

Trustees of the organisation, who have years of experience in the public and private sector,
explained that the Government’s emphasis on payment by results is welcomed, but that
small charities are not being given a fair chance to compete for tenders. They lack the
finances and resources to bid for services, which are often inflated by the complexity of the
process, and local government re-organisation has created even greater uncertainty around
funding.

Government action on cuts, and inaction on public service reform, has added an extra level
of difficulty to the job of WLAC’s management at a time of broader economic uncertainty.

103. A further critical barrier was what Shaun Bailey, one of the Government’s Big Society
Ambassadors, identified as a “culture of being afraid, of not wanting to try” in Whitehall,
preventing small and medium-sized charities and enterprises contracting with
government.'”® Mr Bailey argued that the challenge of the Big Society would be providing
“the political leadership” for local authorities and Whitehall to commission services from
the right provider, even if they were not the cheapest. Kevin Curley of NAVCA neatly
summarised the change in attitude required, stating that:

it is absolutely crucial that they do not apply the same approach to buying advice
services and support for women fleeing domestic violence that they apply to buying
wheelie bins and computer systems."!

Francis Maude recognised that “risk averse” commissioners who designed big contracts
with a minimum turnover requirement for the bidders led to an “oligopoly of big, national
and multinational providers, which is not what we want to see”.'”?
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104. There is also a skills issue. Mr Bailey told us that if officials had the skills to carry out
the tendering process, the Government would receive a better service with greater value for
money for taxpayer, but “if you force them [charities] to act like a general business
contractor then you have lost the whole point of using them”.’”> Mr Maude told us that
civil servants were “not yet at all good” at being “commissioners and contract managers
rather than line managers ... [they require] a different set of skills”.'* However, the
Minister for Decentralisation and Cities, the Rt Hon Greg Clark MP reported a more
positive approach by officials in the Department for Communities and Local Government:

I have found the officials I have worked with on this, far from having any degree of
resistance to this whatsoever, have been delighted and inspired to get out there and
work with communities. This is what people go into public life for: to make things
happen on the ground.'”

105. Sir Ronald Cohen also held a more optimistic view, assuring us that we “are not going
to have to worry about whether or not this can get off the ground” as his experience with
officials at the Ministry of Justice when developing the social impact bonds was that
although there were sceptics, many officials were “very positive about trying this new
idea” .

106. For rapid and successful commissioning, there must be a cultural shift in
departments. Ministers must set out what practical steps are required to change the
commissioning culture in Whitehall and how success will be measured. In particular,
the objectives, roles and tasks of commissioners must be identified and skills shortfalls
must be addressed both through training and through the recruitment of suitable staff.

107. The design of contracts was identified as critical to bringing in the charitable sector.
The Employee Ownership Association stressed the importance of commissioners
considering social value in addition to immediate cost savings when designing the terms of
contracts for public services.”” The Third Sector Research Centre warned that

narrowly targeted outcomes (such as the number of jobs created) can create

incentives to abandon those clients whose social needs are most acute and costly to
address.'®

108. Two potential solutions were recommended to us. The London Civic Forum
recommended that commissioners work with local communities and service users to
determine the results a commissioned service is required to deliver.””” NAVCA
recommended that the guidance issued by the Office for Government Commerce, ‘Social
Issues in Purchasing, should be “updated and strengthened to reflect a positive
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commitment to commissioning social, economic and environmental value and to include
the work that has been carried out in local areas to take this agenda forward”.>

109. We also heard that the length of the contract to deliver a public service must be
substantial, in order to provide groups tendering with the security required to deliver
services.””’ UNISON warned that the contracting process at present rewarded only short-
term results and discouraged innovation by voluntary organisations.**

110. Contracts must also be of a small enough size for local groups to be able to fulfil the
contract without “experiencing significant change to their values, ethos and delivery
through upscaling by merger or participation in consortia”** Holding a much greater
number of smaller contracts will be a far greater challenge for commissioners than “to deal
with fewer larger contracts with people with a track record of doing what you have asked
them to do and can provide the data you need to see that they have done it”.*** It may also
be at far greater expense. This was agreed by the Minister, who accepted the failings of the
system at present and spoke of the necessary solution:

The key elements are that you need to chunk up projects more into smaller bites so
that smaller local enterprises, whether for profit or VCS [voluntary and community
sector] and social enterprises, are better able to bid effectively.**”

111. To utilise the skills of charities and voluntary groups in tackling complex social issues,
civil servants and commissioners must be able to work across Whitehall silos to ensure that
contracts reflect the cross-departmental nature of the work of such groups, as Case study 2
demonstrates.
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Case study 2: Emmaus

We visited the Emmaus Community in South Lambeth as part of our inquiry. Emmaus
describes itself as the “homelessness charity that works”, providing a solution to the
‘revolving door’ problem of homelessness, where the same individuals frequently return to
hostels, by offering the long-term support needed to break the cycle of homelessness. In
fact, Emmaus’ effectiveness rests on their ability to address all the issues which a homeless
person may confront, such as addiction, mental illness and repeat offending.

There are 21 Emmaus Communities in the UK, with 505 current residents, known as
Emmaus Companions, who agree not to claim primary benefits and work full time in their
Community’s social enterprise, refurbishing and selling unwanted furniture and other
household goods donated by local people. Companions typically have multiple needs, and
each receives personalised support to help them regain control of their lives, for example
through counselling, addiction support and training opportunities.

An economic evaluation of an Emmaus Community in 2008 undertaken by the Cambridge
Centre for Housing and Planning Research found that Emmaus currently delivers savings
to the taxpayer of £13.0m per annum—based on a saving of circa £26,000 per Companion
per year in reductions in offending, reduced time in the legal system, more efficient use of
health services and benefits voluntarily relinquished.*

In September 2011, Emmaus representatives met Rt Hon Oliver Letwin MP, Minister of
State for the Cabinet Office, Rt Hon Chris Grayling MP, Minister for Employment, and Rt
Hon Grant Shapps MP, Minister for Housing and Local Government to discuss how the
work carried out in Emmaus communities fits into the Big Society. The work of Emmaus
covers several government departments: the Department of Health, the Department for
Work and Pensions, and the Cabinet Office as well as local authorities, who have the
statutory responsibility for homelessness. Existing Government programmes, such as the
Work Programme, work in only single departments, and are not suitable to people with
multiple and complex needs.

Ministers recognised the need to develop outcomes measurement towards a Social Return
on Investment measurement tool-kit which could provide the basis for a Payment by
Results agreement in return for a Social Impact Bond that would provide the necessary
start-up capital to enable the development of nine new Emmaus communities (at a cost of
£10.5 million). There have not been any further attempts to work across Government silos
to enable Emmaus Communities to contribute to Big Society policy delivery. Emmaus
requires a single contract to address the multiple needs of its companions. So far,
departments can envisage offering separate contracts through the Work Programme or
through programmes operated by the Home Office or the Department for Communities
and Local Government.
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112. Attempts to open up public services to charities and voluntary groups may
encounter the difficulty that services provided by such organisations do not fit easily
into the siloed mentality of Whitehall departments, who are unable to address the
multiple needs of the service user — even where this approach is the very key to the
success of voluntary organisations. We regard the challenge to government presented
by charities such as Emmaus as a litmus test of the Government’s Big Society project.
We believe that joint funds, managed by local authorities and financed by separate
departments, may be the answer. We expect the Cabinet Office to lead decisively on this
matter.

113. Offering charities and social enterprises only sub-contracting roles will not be
sufficient. Claire Dove, Chair of the Social Enterprise Coalition, told us that some of her
organisations would not take a Department for Work and Pensions contract that had gone
to a private sector provider who was then subcontracting out to social enterprises “because
the levels that they want to subcontract with are not acceptable if you are running a
business”.?”” Case study 3 provides further details.
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Case study 3: The Work Programme

The Department for Work and Pension’s flagship programme to tackle unemployment has
been cited as “a massive boost to the Big Society”.?”® The Department’s press release noted
that “almost 300 voluntary sector organisations are to be part of a massive national

programme to tackle long term benefit dependency”.*”

Francis Maude has also said that an estimated 35 to 40% of the value of the contracts in the
Work Programme will go to voluntary and charitable organisations, with a value of over
£100 million a year. However, 16 of the 18 prime contractors are private sector companies,
with only two prime contractor contracts won by voluntary sector organisations. A further
289 voluntary organisations have sub-contractor roles.

Prime contractors were expected to contract out significant proportions to voluntary
organisations. However, a significant number of the charities that applied as sub-
contractors have subsequently dropped out of the programme.”® Locality reported that
many of its members had had “reported very negative” experiences of being involved in the
Work Programme, which they argue has, instead of empowering communities, “merely
shifted power from the state to private companies who now act as the commissioner (and
in some cases deliverer as well) in their role as prime contractor.”! Locality further report
that some of their members named in winning bids as sub-contractors were “being offered
contracts that run at a loss for five years” while other members had reported reporting that
prime contractors were asking them to deliver services for free.*

A report by the Association for Chief Executives of Voluntary Organisations stated that
many of the charities involved felt like 'bid candy’, that the primes were not serious about
involving them, and only 9% were confident that the programme will meet its outcomes.*"’
The National Council of Voluntary Organisations in its written evidence argued that the
Work Programme’s decision to have 11 contracts covering the country was an example of
contracts spreading across too large a geographical area.*'*

The Minister defended the outcome of the Work Programme process, highlighting the
number of charities and social enterprises in the Work Programme “underneath the prime
contracting level”. The full level of the value of such contracts cannot be known until the
results of the Work Programme are clear, as they are based on the payments by results
system, but this would reward the organisations from the charitable sector who succeed in
finding employment. >*
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Responding to these criticisms, Nick Hurd accepted that many voluntary sector groups
involved in the Work Programme had concerns over its working, but that Chris Grayling,
the Minister responsible for the programme, was monitoring the concerns closely and
would act “very robustly with prime contractors who have been proven to be acting
irresponsibly with their supply chain”.*® The issue has also recently been raised with the
Prime Minister who accepted that there was a potential conflict between getting smaller
organisations involved in the Work Programme because “you need an organisation that
has got the ability, the working capital and the size to cope with training people on
jobseeker’s allowance or incapacity benefit or employment and support allowance-the full
spectrum-you need to be quite a big organisation”. The Prime Minister did speak of the
“tough rules for subcontracting” and the “success, not at the top level, but at the

subcontracting level”.2"”

114. The Minister for the Cabinet Office spoke of the need to “be much better at
commissioning in a way that creates a genuinely level playing field”. *'* On the evidence
before us we find little reason to have faith that large contractors will subcontract to
smaller, charitable or voluntary providers. We recommend that departments should
keep public sector contracts as small as possible to ensure contracting with as wide
range of providers as possible. Ministers should regularly review and publish the scale
of public sector contracts and the size of organisations they procure from. The objective
of the Big Society project of empowering communities will not be achieved by simply
contracting with private companies and large national charities.

115. Furthermore it must be recognised that commissioning is but the first stage of the
delivery process. Consideration must be given to by whom, and by what means,
contracts are to be policed for quality of delivery, and complaints and problems dealt
with.

Charities and value added tax

116. The Charity Tax Group published new research in February 2011 which revealed that
charities were paying between £2.7 and £3.7 billion a year in tax.*"” The two main taxes
paid by charities are National Insurance for employers, which makes up 54% of their tax
liability, and VAT, which makes up 37.5%.**° One of the stumbling blocks to charities
delivering public services is that they are not eligible for the VAT rebate that public sector
bodies receive. This creates an uneven playing field.**!

117. The NCVO told us that “irrecoverable VAT is a significant issue for the VCS
[voluntary and community sector] - it threatens the existing work of voluntary and
community organisations [VCOs] at a challenging time and will act as a disincentive to
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developing the sector’s public service delivery role.” It costs charities significant sums: one
average estimate is 4% of total expenditure.**

118. The NCVO proposed a number of priority areas for review including VAT on social
welfare services, where charities are complementing/substituting government provision:
“VCOs should be compensated here and not have resources taken from them in the
pursuit of delivering public services. This would ensure fair treatment across local
government/private sector or VCS [voluntary and community sector].”*

119. We put these concerns to the then Economic Secretary to the Treasury, Rt Hon
Justine Greening MP. She explained that the sector already benefited significantly from tax
relief in a variety of ways: “the UK is held as a good example of a tax system that supports
charities”.”* She added that large areas of charitable activities are already tax exempt and
that spending review settlements took account of VAT rebate entitlement in the public
sector. She did agree that “as the landscape around public service delivery changes, and as
charities get more involved, it is a fair point that we have to make sure that there is a level
playing field.”**

120. We recommend the Government extend eligibility for the VAT refund scheme
which currently applies for public sector bodies, to charities who deliver public services
under a contract with a public sector organisation. This recommendation should be
considered as a pre-budget representation addressed to the Chancellor of the
Exchequer for implementation in the 2012 Budget.

Public sector mutuals and the commissioning system

121. The Open Public Services White Paper sets out the Government’s commitment to
promoting mutualism among public sector staff, stating:

We are giving public sector staff new rights to form new mutuals and bid to take over
the services they deliver, empowering millions of public sector staff to become their
own bosses. This will free up the often untapped entrepreneurial and innovative
drive of public sector professionals.

Ownership and control, through mutualisation, empower employees to innovate and
redesign services around service users and communities, driving up quality. We will
not dictate the precise form of these mutuals; rather, this should be driven by what is
best for the users of services and by employees as co-owners of the business. Options
include wholly employee-led, multi-stakeholder and mutual joint venture models.

The Government will take steps to identify and overcome the barriers placed in the
way of public sector workers who want to exercise these rights.?*
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122. To promote mutualisation, the Cabinet Office has set up a taskforce led by Professor
Julian Le Grand, who described public sector mutuals as an idea which he believed would
have “enormous resonance” in the future.*”’

123. Increasing the number of mutuals delivering public services will mean specific
challenges for the commissioning system. Professor Le Grand warned that mutuals would
need considerable support at the start:

Many of the people who start mutuals have no experience of, or often indeed very
little understanding about, what is involved, and the business of setting up a
business, which, to some extent, is what is going on here, is very difficult. ***

124. Adrian Brown from the Institute for Government warned of the danger of
romanticising mutuals, arguing that the ‘very enticing’ rhetoric could lead to the
underestimation of the new challenges that public sector workers might have to face, such
as arranging their own IT and back-office functions.”” To address this, the Employee
Ownership Association recommended that during the early development of a mutual,
commissioners should be able to see “market-building” as a legitimate goal, when new
mutuals and established private companies were competing for a contract.**

125. Professor Le Grand identified four issues being considered by the Mutuals Taskforce
which would need to be resolved to allow mutuals to flourish. The first was whether
mutuals should have an “infant protection” period, to allow a new mutual time to develop
without being exposed to competition from private companies, other mutuals and social
enterprises or charities. This was, the Employee Ownership Association advised,
“imperative” to ensure that new mutuals “do not risk losing out the moment they leave the
public sector because they simply cannot compete with larger competitors”.>' Once
developed, Professor Le Grand also raised the prospect of a new mutual being subject to an
asset lock — a mechanism wherein the previously publicly owned asset is “not prone to
takeover by large organisations or private sector organisations of various kinds”. The
remaining two issues were the application of value added tax to mutuals, and the question
of whether working conditions and pensions of public sector employees wishing to
mutualise would be transferred with the employee.>*

126. A culture change within the public sector will be necessary for mutualisation to
succeed. In early 2011, the Minister for the Cabinet Office set out a “very ambitious [...] but
not inconceivable” target of one million public sector employees moving into mutuals by
the end of the Parliament, representing one-sixth of the total public sector workforce.**
The Open Public Services White Paper goes even further and talks of “empowering
millions of public sector staff to become their own bosses”.** Limited progress has been
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made towards this target, with 45,000 public sector staff are expected to have moved into
mutuals by November 2011.°

127. One reason for this slow progress was identified by the Prime Minister, who recently
told the Liaison Committee that “change was difficult” and that employees were likely to
encounter “institutional resistance” of people higher up in the organisation who do not
support part of the organisation breaking away.>** Both Ed Mayo, the Secretary General of
Co-operatives UK and Professor Le Grand described this resistance as commonplace both
within Whitehall and the wider public sector:

I am continually shocked, unfortunately, by the lack of understanding of co-
operative and mutual models right across Whitehall**”

We have a particular issue with middle managers in local authorities who are
approached by a set of employees who say they would like to spin out and develop a
mutual, and they are simply told, “No, it is not possible.” It is not part of the
culture.”®

To address this resistance, Ed Mayo suggested that each major spending department
should appoint a mid-or senior-level employee as a “co-operative” contact to liaise with
the Cabinet Office and increase understanding of mutual and cooperative models within
the department.?*

128. The success of mutuals depends not only on a redesigned commissioning system, but
enthusiasm among the staff. The TUC warned that the benefits of mutuals, such as
increasing innovation and productivity would only accrue “where there is genuine
employee ownership and buy-in”.**” They contend that mutualisation is at present mainly
being driven by management, not staff: staff in turn feel pressurised to support the change.
Mutualisation has also been more common in healthcare than in other public sectors.

129. The Employee Ownership Association describes the potential loss of a public sector
pension scheme as “the single biggest disincentive to transfer” for current public sector
employees. They warn that to avoid this disincentive, it is necessary to go further than
merely stipulating that historically accrued rights will be transferred.**!

130. It is not clear to us that the Mutuals Taskforce is equipped to overcome the
resistance to public sector mutuals. This resistance goes beyond bureaucratic inertia in
Whitehall. The lack of understanding in Whitehall and local government about
mutuals and cooperatives must be addressed by indentifying and training the key
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personnel who make the decisions. If the Government had a coherent implementation
plan, this matter should already have been addressed.

131. Public sector workers will weigh up the choice between the advantages of
mutualisation against the risk of losing their public sector pension provision and may
decide against spinning off into a mutual. It needs to be recognised that the support for
mutuals has so far been dependent on exceptional circumstances. We recommend that
the Government take a fresh look at this issue and develop innovative approaches to
encouraging and incentivising participation in mutuals.
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6 Choice, contestability and equality of
service provision

132. Opening up public services to new providers and increasing local determination of
provision raises the prospect of local variation in services. While Shaun Bailey argued that
the public understood that service provision would not be neat and tidy,**> much of our
evidence spoke of the dangers and undesirability of a ‘postcode lottery’. Speaking for the
TUC, Paul Nowak said:

What the British public do not want is a postcode lottery, for example, with the
standard of the services they can expect to receive being dependent on the capacity of
this or that local organisation.**’

Mr Nowak’s comments were backed up by evidence from IPSOS Mori which found that

whilst nearly everyone agrees that local control is a good thing in principle (85%),
when given the choice between uniform services and local responsibility the majority
believe that standards of public services should be the same everywhere in Britain
(63%).*

133. It was suggested to us that if a ‘postcode lottery’ did develop, more affluent
communities would receive better services. Kevin Curley, Chief Executive of NAVCA
indicated that less affluent communities might be less likely to have the skills to fight for
better services: to “level that playing field, you have to find a way of providing that sort of
support in the community”.>*> The trade union UNISON argued:

Although there is merit in giving communities more influence over and ownership
of local services, there is a danger that social inequalities will develop. Under the Big
Society, some communities will be better able to attract resources such as private
sector funding, and the result will be that some people will suffer a comparative
disadvantage in the public services they can access, simply because of where they live.
This re-introduction of the postcode lottery is unfair, and it is a powerful
demonstration of why state provision and universal standards remain crucial **

134. The Minister for the Cabinet Office thoroughly rejected the fears of a ‘postcode
lottery’:

I always dislike the phrase postcode lottery, because it suggests it is completely
random. There will be differences. Where there are differences by postcode it is
because somebody somewhere has made a decision; maybe the voters have voted for
different priorities in the local authority, or professionals have decided to make
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different decisions about clinical priorities in the health service. So are you going to
see more differences in the way things are provided? Yes. That is not just about level
or standard; a lot of it will be about different priorities, reflecting what different
communities and different people care about. The idea that everything should be
absolutely uniform across the country in the name of equity is actually a recipe for
stultifying mediocrity.**

135. In its written evidence, while still arguing that natural variation is acceptable, the
Cabinet Office has also stated its belief that “where variation in quality and provision is
outside the control and wishes of individuals and communities, however, this should be
tackled”.**® Central Government had a role to play in “ensuring common minimum
standards of service provision.”*

136. We welcome the Government’s commitment to ensuring common minimum
standards of service provision. If this can be achieved, then local variation, which is
inevitable in localism, can be welcomed if it will encourage innovation and
improvement in public service provision.

The role of faith groups

137. The Big Society project objectives of strengthening links between individuals and
increasing citizenship are closely identified with the community activities and support
found in many religious groups. Indeed, the Prime Minister has been reported as “telling
church leaders that they would be ‘absolutely right’ to claim that Jesus founded the Big
Society 2,000 years ago”.*** The Prime Minister and his colleagues have been keen to stress
the role of faith groups in the Big Society project. Baroness Warsi has spoken of the
“intrinsic part” faith communities will play “in the vision for a Big Society."*!

138. The Chief Rabbi, Lord Sacks also stressed the link between the Big Society project and
religion, stating “if we're searching for the big society, [places of worship] is where we will
find it”.>>* Other faith leaders have spoken less positively about the Big Society project. The
Archbishop of Canterbury has described the term as “painfully stale” and questioned
whether charitable organisations would be able to deliver public services. The Head of the
Catholic Church in England and Wales, Archbishop Vincent Nichols, described the Big
Society project as “lacking a cutting edge. It has no teeth” in a newspaper interview, in
which he continued:

Devolving greater power to local authorities should not be used as a cloak for
masking central cuts. It is not sufficient for the Government, in its localism
programme, simply to step back from social need and say this is a local issue
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We're now at a very critical point, with the philosophy of the Big Society getting
clearer, but on the other hand the effects of the cuts are becoming real and there's
real pressure about what will happen on the ground.

A government cannot simply cut expenditure, wash its hands of expenditure and
expect that the slack will be taken up by greater voluntary activity.*>?

139. In his evidence to us, the Bishop of Leicester was keen to stress the limits of the
Church of England’s capacity for delivering public services, stating that provision of
services by churches:

cannot be an alternative to public service provision across the piece. They cannot
deliver the professionalism, they cannot deliver the resources, they cannot deliver the
standards, they cannot deliver the consistency, and they should not be expected to.
But what they can do is add value, they can mobilise volunteers, they can support
initiatives, and in localities they can do things that are small scale and
transformational.**

The Bishop further warned that Ministers cannot expect “the Church to behave like a local
authority or a Government department”.>> Charles Wookey, giving evidence on behalf of
Archbishop Nichols, concurred:

[...] as far as the Catholic Church is concerned, we do not want to raise expectations
about what religious communities can suddenly do in replacing any kind of state
provision. They can help, but they are only a very small part.>*

140. The Government’s focus on the potential of faith groups in delivering services was
criticised by Andrew Copson, Chief Executive of the British Humanist Association, who
reported that his organisation had not been invited by ministers to discuss how
“non-religious people could best contribute to this new vision of the Big Society”.>” He also
warned that in some areas, the work of secular charities was being disrupted and
endangered by a focus on religious charities as part of the Big Society project. He cited the
example of the charity Eaves Housing, which he said had lost a contract to the Salvation
Army to provide services to trafficked women.*® Instead, Mr Copson stressed the
importance of working with groups based on “streets, localities and communities”,
warning that if volunteering and society building initiatives focused only on a certain
religion, or solely on people with no faith, the pool of potential participants would be
limited.***
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141. Lord Sacks accepted that while faith groups could strengthen bonds within their
communities, it was also essential that the social capital built bridges across to people of
other faiths and none.*® This view was shared by the Just Lincolnshire charity, who
stressed the need for the Big Society project to “to encourage joint participation across

communities and cultures”.?6!

142. Mr Wookey, speaking for Archbishop Nichols, cautioned that commissioners should
not insist on services being provided by strictly secular bodies, warning that:

if we say that public services have to be provided in some kind of quasi-neutrality,
which often conceals a hidden ideology that says religion should not play any part of
it, then you lose something.>**

143. We recognise the benefits to society of faith groups taking part in the provision of
public services. While such provision could be encouraged by the Government, this
should not be to the exclusion of groups who deliver services across multi-faith and
non-religious communities.
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7 Accountability, equity, representation
and management

144. The Government’s commitment to opening up public services raises pressing
questions about lines of accountability and equity. Sir Gus O’Donnell, the Head of the Civil
Service and Cabinet Secretary has described addressing these issues as “absolutely crucial”,
stating “we are doing some very new things here; payment by results for a lot of contracts
will create some issues about precisely where the accountabilities lie. I think that is
something we need to sort out.”*

145. One of the challenges of localism is the concept of equity—treating people fairly—
which is a long-standing one in British law. People may accept differences between local
authority services because they have voted for their local authority, although even those
differences are being challenged. Differences within a local authority area, due to a
multiplicity of providers, is a different matter, requiring justification on ethical, as well as
legal, grounds.

146. The role of local authorities as a mechanism of accountability for contracted services,
especially when they are not the contractor, also appears unclear. The trade union UNITE
spoke of a “democratic deficit in the push to mutuals and social enterprises in the delivery
of public services™*** Instead, Ministers have been urged to capitalise on the potential of
local councillors as “crucial players in making the Big Society happen”, and enablers of the
Big Society due to their local knowledge and experience of working with local voluntary
and community groups.*®

147. Whether in local or national government, it is essential that accountability
mechanisms are clear, and the public know whom to contact about unsatisfactory services:
for example, Volunteering England told us that community and voluntary groups that
were concerned that they might be held accountable for levels of service provision if
involved in the delivery.”®® For this reason, Polly Toynbee argued that full responsibility
could not be devolved from central government:

Sometimes the man in Whitehall does know best. Sometimes awful things happen
out there and the man in Whitehall has to be there to put it right, and to step in and
say, “This is a disaster”—whether it is the care quality standards at Stafford hospital,
or whatever—with a backstop of people as regulators.**’

148. The Open Public Services White Paper contained reference to a proposed new role for
the Ombudsmen of “power of redress [...] to investigate complaints, promote local
resolution, and, if necessary, specify remedial action.”*® This was, we were informed by the
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Parliamentary and Health Service Ombudsman, inserted into the document without
substantive prior discussion with her office and conversations are still ongoing as to how
this will work in practice® The Ombudsman raised serious concerns about the
compatibility of the Government’s intended use of an Ombudsman with her statutory role:

What the Government seems to be saying in relation to the Open Public Services
White Paper is that their ambition is for the Ombudsman to be more accessible,
more visible, and have more resources and new powers to enable them to have a
significant impact in supporting people’s ability to exercise choice. I think that
means there is a danger that the long-established independence and political
impartiality of the Ombudsman will be compromised by ill-informed, poorly
thought-out proposals. If the Government wants an advocate for its choice agenda,
it should create an advocate for its choice agenda.

I think there is a real concern here [...] if you want an advocate, you do not want an
ombudsman. I think in here is something around Government seeing ombudsmen
as champions of their policy; and I think this is Parliament’s ombudsman, not the
Government’s ombudsman.””

149. Mr Maude argued that opening up public services to new providers would increase
accountability, because if the contractor, from whatever sector they were from, did not
meet the terms of the contract, the service could be brought in-house or contracted out to a
different provider. This would be, he said, “more accountable than in a conventional, line-
managed bureaucracy”.””!

150. Mr Clark insisted that the relevant departmental accounting officer would remain
“responsible for making sure the systems are in place in devolved organisations to be able
to account properly and rigorously for public money”.””> The Minister also stressed that no
matter whether public services are delivered by the public sector, a charity or a private
company, it is “absolutely clear” that the local authority remained “responsible for
ensuring that the quality of service is sufficient”.””> He believed that there was “no greater
intrinsic risk in dealing with voluntary organisations compared with the mistakes that are
made in every council over time”.**

151. The Minister must set out clear lines of accountability for the provision of public
services under its new arrangements together with a clear mechanism for members of
the public to raise concerns about services. To fail to do so could be fatal to the chances

of success for the Big Society project.

152. The principle of accountability to Parliament for the expenditure of public money
by a department’s accounting officer is key to the arrangements for fiscal control
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exercised by Parliament. The accounting structure for devolved public services will be
necessarily complex. We ask the Government in its response to outline how this will
work in practice.

153. The role of Parliament’s Ombudsman is primarily a matter for Parliament, and is
not an instrument for particular government policies. We share the Ombudsman’s
concern that it is not the role of her office to be an advocate for the Government’s
choice agenda.

154. The term community is often flexibly used. Concerns were expressed over whether it
was used too flexibly: do all residents of a particular street or village have the same interests,
and regard themselves as part of one community? Polly Toynbee said

I am making a point about communities not being one thing. There will be
arguments and disputes all the time between people who want to do this and people
who want to do that, and the idea that giving power to community from on high to
anybody who happens to call themselves community in any one area necessarily
generates community spirit is quite a dangerous thought.””

UNISON warned that:

it cannot be assumed that community organisations will always adequately represent
all sections of society. The voices of many vulnerable service users can be drowned
out by those of the more articulate, confident, and better organised. And while some
community groups may be from the local community, they do not necessarily
represent it. A small business, for example, might put forward strong opinions, but
they may be speaking for nobody except themselves.?”¢

155. Danny Kruger suggested that the original meaning of Edmund Burke’s ‘little platoons’
was about “social class, not to the village: he was talking about a non-geographical area of
interest”.”” For Mr Kruger, this was at the heart of the matter:

Although we do not want people to be identifying with their social class any more,
the idea of identifying with interests beyond one’s geographic community is more
valid than ever, so I think within the age of globalisation we need little platoons more
than ever.””®

156. Matthew Taylor warned that not knowing how to “have no way to define whether or
not [the Big Society] is being achieved” is “an abrogation of accountability””® He further
advised ministers that:

your project is widely perceived as being vague and your assertions based on nothing
but anecdote, so whenever you are asked to talk about, write about or host a
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discussion about the Big Society try at all costs to be concrete, specific and evidence
based.?®

157. While the Minister for Civil Society, Mr Hurd, spoke of each individual programme
having “its own specific objective and measures of success attached”** Mr Maude accepted
that there was no simple way to measure the success of the Big Society policy agenda, as
“you can illustrate it with anecdotes more easily than by rigid measurements™ and that “a
lot of the social capital that exists is not visible and not measurable”. ***

158. Shaun Bailey proposed a means to identify whether the work of the Government to
enable the Big Society had been successful. He argued that the change in the provision of
public services should be measurable:

Is it better, is there more of it, are communities more involved in it? That part will be

easier to measure, and we will have something to measure it against—what went
before.?

However, Mr Bailey also warned that it was more difficult to measure ‘happiness’,
‘fulfilment’ and ‘involvement’. Instead:

If we are going to do anything in changing our mindsets we may have to go for a
slightly murkier view of what success is, because some of what a community needs
and an individual needs cannot be fitted in a box and then ticked alongside.**

159. Ministers have not set out clearly what success means for the Big Society project,
nor produced metrics for success. In the absence of such statements an impression of
policies made solely on the basis of anecdotes or single examples has developed.
However, the Government has committed to regular Departmental reporting on
progress towards the aims of the White Paper on Open Public Services, starting in
April 2012. We recommend that the Government publish a clear statement, with
practical examples, of what the Big Society project is intended to achieve and then
develop the capacity to collect standard data on public service provision through the
Big Society project, with a view to releasing it in open, accessible and meaningful
formats, to allow the public to assess and judge success.
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8 Conclusion

160. The substantial change expected to result from the Big Society project, namely the
devolution of power to communities and citizens will not occur overnight: if successful,
as witnesses suggested, it will take a generation. The Government’s Big Society
statements have, so far, failed to communicate this point effectively. There is public
confusion with the policy agenda, eighteen months into this administration. Confusion
also still exists among many service providers. Early examples, such as the Work
Programme, have caused the charitable sector to express serious reservations about the
implementation of the Government’s ambitions in practice.

161. To bring in charities and voluntary groups to deliver public services, the
government must take steps to address the barriers they experience in the contracting
and commissioning system, which means developing a plan to address roles, tasks,
responsibilities and skills in Whitehall departments. We recommend:

a) A single Big Society Minister, who has a cross-cutting brief, to help other Ministers
to drive through this agenda once they begin reporting progress against the aims of
Open Public Services White Paper, from April 2012.

b) An impact assessment, applied to every Government policy, statutory instrument,
and new Bill, which asks the simple question: “what substantively will this do to
build social capital, people power, and social entrepreneurs?”

Unless this is done, the Big Society project will not succeed.
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Conclusions and recommendations

The roots of the Big Society

1.

The Big Society is not a new concept. It builds on a wealth of traditions and ideas
about strengthening communities, civic action and co-ownership of public services.
(Paragraph 12)

A coherent policy agenda across Government?

2.

The redistribution of power from Whitehall to communities, central to the Big
Society project, will by its very nature necessitate a substantial change to Whitehall
itself, and to the nature of government. Our evidence prior to the publication of the
Open Public Services White Paper suggested that some witnesses remain concerned
that there is not sufficient coherence in the Government’s plans to achieve the
objectives of the Big Society project. We await the publication of the results of the
consultation following the Open Public Services White Paper and hope to see
detailed implementation plans and coherent proposals in place before April 2012. As
we recommended in ‘Change in Government: the agenda for leadership’ the
Government must produce a comprehensive and coherent change programme.
Without this, attempts to bring about change will be defeated by inertia. (Paragraph
24)

Communicating the Big Society

3.

Without a coherent plan, the Government has so far been unable to communicate
effectively to the public what the Big Society project means in terms of practical
policies—however, we await their Departmental plans to be published in advance of
April 2012. If they fail to do so, they will not secure sufficient public understanding
support for the commitment to open public services. For the Big Society project to be
successful, Ministers must increase public understanding of the nature and purpose
of their public sector reform agenda by setting out what it means in practical terms.
(Paragraph 31)

Opening public services to alternative providers

4.

We welcome the Government’s commitment to encourage the participation of the
charitable sector in the provision of public services. We recognise that not all public
services are suitable to be delivered by charities and that not all charities are willing
or capable to deliver services. Charities and community groups have shown that they
can provide some public services at better value for money than those delivered by
the state and that some wish to do so. We have yet to see how the Government will
encourage this since contracting out continues to favour the larger, more
commercial providers. In essence, this is the challenge: to build the ‘little society’,
rather than the “Tesco’ charities that are skilled at tendering. (Paragraph 38)
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A cheaper provider?

5.

We would be concerned if commissioners were faced with a choice between the
either simply choosing the cheapest option or commissioning a more expensive
service from a small local charity which might be able to provide a better service, but
would be unable to compete with larger charities or the private sector on cost
grounds. (Paragraph 42)

Effect on the voluntary sector

6.

Increasing the number of charities and community groups that deliver public
services will change how the charity sector operates as a whole. There is a danger that
charities may become agents of public policy, subject to targets and incentives and
thereby becoming an extension of the state. We expect to consider the state of the
charity sector in a later inquiry. (Paragraph 48)

The role of the private sector

7.

Opening up public services to new providers raises the prospect of much greater
private sector involvement, as many of our witnesses have indicated. Private sector
large contractors may provide the cheapest option in the first round, which may
drive out smaller, more innovative, more local and more accountable providers. We
recommend that Government regularly review the level of large private sector
involvement in public services to ensure that the objective of the Big Society project
of empowering communities over local services is being achieved. (Paragraph 53)

A voluntary sector bias?

8.

Ministers have spoken both of promoting charities as the favoured provider for
public services and in favour of a more mixed economy with private sector providers
also involved. The officials responsible for commissioning and managing contracts
for public services need to know whether Ministers wish them to prefer the voluntary
sector over offers of potentially better value. Clear Ministerial guidance to the civil
servants and local authority officials responsible for the commissioning and
tendering of public services is therefore imperative. (Paragraph 58)

The current funding situation: ‘the funding gap’

9.

We are concerned that many charitable and voluntary organisations are suffering the
immediate effects of reductions in public spending. In some cases their existence is
at risk, yet they are the very organisations which may wish to participate in the
Government’s Big Society policies. (Paragraph 71)

The Transition Fund

10.

We welcome the Transition Fund and the intention to sustain the voluntary sector
which underlies it. The fund itself can clearly not provide assistance to every charity
and voluntary group struggling to bridge the gap between public spending
reductions and new sources of social finance income. This funding gap may
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effectively inhibit some charities from tendering for public service delivery, and thus
undermine the Government’s efforts to procure from charities and social enterprises,
as they may lack the available funds to enter into contracting arrangements. There is
also a question about democratic accountability for the allocation of such funds. We
urge the Government to bring forward proposals to address this, such as a form of
voting system, in order to reflect the aspiration to involve people and communities.
(Paragraph 75)

Big Society Capital

11.

12.

Delays in setting up Big Society Capital are contributing to the ‘funding gap’. In our
report ‘Change in Government: the agenda for leadership’ we reported on the
frustration in Government about the “deadweight of inherited policy, not least by the
overbearing constraints imposed by the vast body of EU law and regulation”. The
delay in the operation of Big Society Capital by the need to seek EU state aid
approval is a case in point. (Paragraph 80)

Big Society Capital is a genuinely imaginative social innovation, which has enormous
potential in the long term. The concept is as yet unproven, and large scale effects will
take a decade or more to bear fruit. Furthermore, Big Society Capital will not provide
the solution to the ‘funding gap’ for many small, local charities who do not wish to
take out loans. The Government must acknowledge that in the short term Big Society
Capital is unlikely to resolve the current ‘funding gap’. (Paragraph 88)

Social impact bonds

13.

Social impact bonds have the potential to transform the way public services are
delivered and financed. Until further evidence of their success, both in achieving
social aims and attracting capital, is available, we urge caution in reliance on their
growth. We welcome the reviews taking place of the pilot project at HMP
Peterborough, and look forward to receiving information on the project’s progress.
(Paragraph 92)

Commissioning public services and the Big Society

14.

15.

We welcome the Minister for the Cabinet Office’s recent announcement on re-
negotiation of EU procurement regulations. We look forward to the Government
setting out what changes they are seeking, why they are sought and the timescale for
implementation of the changes. We also recommend that the Government set out
detailed plans to revise procurement guidance under the existing regulations. We
intend to conduct an inquiry into the Government’s public procurement policies in
the light of the Minister for the Cabinet Office’s recent announcement of a package
of measures that are intended to reform how the Government buys from the private
sector. (Paragraph 98)

We recommend that the Office for Government Commerce revise guidance on the
EU Public Contracts Regulations 2006 to promote appropriate interpretation of the
regulations by local authorities in commissioning. (Paragraph 99)
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16.

17.

18.

19.

20.

We recommend that the Cabinet Office consult the voluntary sector on the
legislative and bureaucratic barriers which inhibit voluntary groups from delivering
public services. We note the commitment of the Chancellor of the Exchequer, in his
2011 Autumn Statement, to a review of TUPE regulations, and we urge the
Government to give special consideration to smaller charities in this review.
(Paragraph 101)

For rapid and successful commissioning, there must be a cultural shift in
departments. Ministers must set out what practical steps are required to change the
commissioning culture in Whitehall and how success will be measured. In particular,
the objectives, roles and tasks of commissioners must be identified and skills
shortfalls must be addressed both through training and through the recruitment of
suitable staff. (Paragraph 106)

Attempts to open up public services to charities and voluntary groups may
encounter the difficulty that services provided by such organisations do not fit easily
into the siloed mentality of Whitehall departments, who are unable to address the
multiple needs of the service user — even where this approach is the very key to the
success of voluntary organisations. We regard the challenge to government
presented by charities such as Emmaus as a litmus test of the Government’s Big
Society project. We believe that joint funds, managed by local authorities and
financed by separate departments, may be the answer. We expect the Cabinet Office
to lead decisively on this matter. (Paragraph 112)

On the evidence before us we find little reason to have faith that large contractors
will subcontract to smaller, charitable or voluntary providers. We recommend that
departments should keep public sector contracts as small as possible to ensure
contracting with as wide range of providers as possible. Ministers should regularly
review and publish the scale of public sector contracts and the size of organisations
they procure from. The objective of the Big Society project of empowering
communities will not be achieved by simply contracting with private companies and
large national charities. (Paragraph 114)

Furthermore it must be recognised that commissioning is but the first stage of the
delivery process. Consideration must be given to by whom, and by what means,
contracts are to be policed for quality of delivery, and complaints and problems dealt
with. (Paragraph 115)

Charities and value added tax

21.

We recommend the Government extend eligibility for the VAT refund scheme
which currently applies for public sector bodies, to charities who deliver public
services under a contract with a public sector organisation. This recommendation
should be considered as a pre-budget representation addressed to the Chancellor of
the Exchequer for implementation in the 2012 Budget. (Paragraph 120)
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Public sector mutuals and the commissioning system

22.

23.

It is not clear to us that the Mutuals Taskforce is equipped to overcome the resistance
to public sector mutuals. This resistance goes beyond bureaucratic inertia in
Whitehall. The lack of understanding in Whitehall and local government about
mutuals and cooperatives must be addressed by indentifying and training the key
personnel who make the decisions. If the Government had a coherent
implementation plan, this matter should already have been addressed. (Paragraph
130)

Public sector workers will weigh up the choice between the advantages of
mutualisation against the risk of losing their public sector pension provision and
may decide against spinning off into a mutual. It needs to be recognised that the
support for mutuals has so far been dependent on exceptional circumstances. We
recommend that the Government take a fresh look at this issue and develop
innovative approaches to encouraging and incentivising participation in mutuals.
(Paragraph 131)

Choice, contestability and equality of service provision

24.

We welcome the Government’s commitment to ensuring common minimum
standards of service provision. If this can be achieved, then local variation, which is
inevitable in localism, can be welcomed if it will encourage innovation and
improvement in public service provision. (Paragraph 136)

The role of faith groups

25.

We recognise the benefits to society of faith groups taking part in the provision of
public services. While such provision could be encouraged by the Government, this
should not be to the exclusion of groups who deliver services across multi-faith and
non-religious communities. (Paragraph 143)

Accountability, equity, representation and management

26.

27.

28.

The Minister must set out clear lines of accountability for the provision of public
services under its new arrangements together with a clear mechanism for members
of the public to raise concerns about services. To fail to do so could be fatal to the
chances of success for the Big Society project. (Paragraph 151)

The principle of accountability to Parliament for the expenditure of public money by
a department’s accounting officer is key to the arrangements for fiscal control
exercised by Parliament. The accounting structure for devolved public services will
be necessarily complex. We ask the Government in its response to outline how this
will work in practice. (Paragraph 152)

The role of Parliament’s Ombudsman is primarily a matter for Parliament, and is not
an instrument for particular government policies. We share the Ombudsman’s
concern that it is not the role of her office to be an advocate for the Government’s
choice agenda. (Paragraph 153)
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29.

Ministers have not set out clearly what success means for the Big Society project, nor
produced metrics for success. In the absence of such statements an impression of
policies made solely on the basis of anecdotes or single examples has developed.
However, the Government has committed to regular Departmental reporting on
progress towards the aims of the White Paper on Open Public Services, starting in
April 2012. We recommend that the Government publish a clear statement, with
practical examples, of what the Big Society project is intended to achieve and then
develop the capacity to collect standard data on public service provision through the
Big Society project, with a view to releasing it in open, accessible and meaningful
formats, to allow the public to assess and judge success. (Paragraph 159)

Conclusion

30.

31.

The substantial change expected to result from the Big Society project, namely the
devolution of power to communities and citizens will not occur overnight: if
successful, as witnesses suggested, it will take a generation. The Government’s Big
Society statements have, so far, failed to communicate this point effectively. There is
public confusion with the policy agenda, eighteen months into this administration.
Confusion also still exists among many service providers. Early examples, such as the
Work Programme, have caused the charitable sector to express serious reservations
about the implementation of the Government’s ambitions in practice. (Paragraph
160)

To bring in charities and voluntary groups to deliver public services, the government
must take steps to address the barriers they experience in the contracting and
commissioning system, which means developing a plan to address roles, tasks,
responsibilities and skills in Whitehall departments. We recommend:

a) A single Big Society Minister, who has a cross-cutting brief, to help other
Ministers to drive through this agenda once they begin reporting
progress against the aims of the Open Public Services White Paper from
April 2012.

b) An impact assessment, applied to every Government policy, statutory
instrument, and new Bill, which asks the simple question: “what
substantively will this do to build social capital, people power, and social
entrepreneurs?”

Unless this is done, the Big Society project will not succeed. (Paragraph 161)
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Formal Minutes

Wednesday 7 December 2011

Members present:

Mr Bernard Jenkin, in the Chair

Paul Flynn Kelvin Hopkins
Robert Halfon Lindsay Roy
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Resolved, That the Report be the Seventeenth Report of the Committee to the House.
Ordered, That the Chair make the Report to the House.

Ordered, That embargoed copies of the Report be made available, in accordance with the provisions of
Standing Order No. 134.

Written evidence, reported and ordered to be published on 10 May, 6 September and 8 November, was
ordered to be printed with the Report.

[Adjourned till Tuesday 13 December at 10.30 am
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Public Administration Committee: Evidence Ev 1

Taken before the Public Administration Select Committee

on Tuesday 24 May 2011

Members present:

Mr Bernard Jenkin (Chair)

Nick de Bois
Paul Flynn
Robert Halfon

Kelvin Hopkins
Greg Mulholland
Lindsay Roy

Examination of Witnesses

Witnesses: Lord Glasman, Adviser to the Leader of the Opposition, Polly Toynbee, The Guardian, Shaun
Bailey, Government Big Society Ambassador and Danny Kruger, Chief Executive, Only Connect, gave

evidence.

Q1 Chair: Welcome to this evidence session of the
Public Administration Select Committee, our first
public session on the topic of the Big Society. |
wonder if each of you could identify yourselves for
the record, please.

Lord Glasman: | am Lord Glasman, Labour peer. |
worked for 10 years with London Citizens, and | think
it is that experience that | bring to this inquiry.
Chair: | think you will need to speak up, as we do
not have amplification in this room.

Polly Toynbee: Polly Toynbee, from The Guardian.
Shaun Bailey: Shaun Bailey, appointed by the Prime
Minister as a Big Society Ambassador. | am aso the
MD of avery small charity called My Generation.
Danny Kruger: | am Danny Kruger. | run another
charity called Only Connect. We work with prisoners
and ex-offenders and young people at risk of crime.
Before that, | was working in Westminster for the
Conservative party.

Q2 Chair: First of al, could each of you summarise
concisely what you think the Big Society means?

Mr Kruger.

Danny Kruger: Thank you. The Big Society is an
attempt by the Prime Minister and the Conservative
Party to articulate the need for a space between the
market and the state, a recognition of the importance
of families and communities and personal and social
responsibility, and it is an attempt to move beyond the
purely economic idea of what Conservatism stands for
and to challenge the notion that Government, mostly
central Government, is the only agency that can
deliver public good. It is both an intellectual and a
policy agenda.

Polly Toynbee: | am at a bit of aloss, to tell you the
truth. 1 am not entirely sure; | wait to hear and have
it defined and to learn more, and perhaps your
Committee will clarify matters. My worry isthat it is
a wonderful political phrase that nobody could
possibly disagree with: we all want society to be more
engaged; we want communities to be more engaged
with one another; we &l are concerned about
atomisation, alienation, people feeling isolated and a
sense of a lack of community. | think all political
parties have been struggling to find ways of bringing
communities together, and | expect that the Big

Society is a part of that. My worries about it, |
suppose, are that it is happening at a time of such
severe cuts in the very things that do help
communities come together: cuts in the voluntary
sector and particularly in those small local charities
that do so much and spring up from the grass roots.

It seems to me to be a rather top-down initiative as
we have it at the moment, and | worry that it is a
cloak for those cuts: to pretend that somehow people
volunteering without any help from any outside
agency can fill the gaping gaps left by some of the
really severe cuts that are currently going on in things
people very much care about locally—things that
bring people together.

Shaun Bailey: The Big Society is an attempt to get
the country to share responsibility. Currently we have
a system that is predicated on massive central
government: 51% of our GDP. It is not sustainable;
it generates poverty in and of itself, and we are trying
to use civic power to address the gap between what
people would like to be done and what can be done
by professional ingtitutions. It is away of freeing up
extra power without economy. Itisaway of changing
mindsets from those at the very top to give of their
time and their money to the bottom, and it is aso a
way of showing well-meaning but displaced people
from poverty that some of turning poverty around is
counter-intuitive. Always giving with no ask is not
very useful when you try to stop a country and
particular parts of that country slipping into deep,
long-term poverty. Poverty is generational: we have
given massive amounts of money into it, more than
ever before, we have a great big industry around
poverty, and it has achieved very little at all.

Q3 Chair: Just something | would observe
immediately, as Polly Toynbee says, cuts in public
spending—implying that these are a bad thing—you
are immediately saying that 51% of GDP being spent
by the state is not necessarily a good thing.

Shaun Bailey: It is not only not a good thing, it is
unsustainable. At some point we will run out of
money. The argument says we have aready run out
of money—that is a different debate—but the point
being that spending that money in the way in which
it is spent has asocia impact. The current centralised
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attack on that situation has proved to be useless. It
needs to be turned around, and civic power is one of
the most important ways of addressing that problem.

Lord Glasman: | think | am going to echo most of
what Danny said, stated a bit more bluntly: | think
there are four elements to the Big Society. | think the
first is directly party political: it is a very serious
attempt to detoxify the Tory brand and claim the
mutualist, co-operative traditions from Labour,
depicting Labour as a statist party and a bureaucratic
party. So thefirst element is, | think, a very explicitly
political attempt to seize ground that Labour vacated,
particularly under Brown, and to present this
Conservative Party as something distinctly different to
the Thatcher party, so they can have the same
economic policies but have a very different approach
to socia policy.

| think the second aspect of the Big Society is a
genuine support for volunteerism, and to engage to
try and organise that, including aspects of |eadership
development. | think the third aspect is a serious
attempt to restructure public sector provision along the
lines of mutuaism and to have greater loca
engagement, and | think that the fourth one is a
genuine attempt to address aspects of powerlessness
among citizens. 1 think in some ways it does that in
its approach to the public sector, but it remains
entirely silent on issues of private sector power, and
that is why it is so hard to pin down: it does not
address the main cause of people’'s powerlessness,
which is their weakness in the marketplace.

Q4 Paul Flynn: If | give you a concrete example,
perhaps you can tell me how you react to it. Yesterday
morning | was in my constituency, where an
announcement was made that 120 civil servants are
going to be thrown out of work by a Government
decision. Now, if you were to go along to them and
say, “We have our salvation here in the Big Society,
because in future you can go out and work for
nothing,” don’'t you think they would be tempted to
tell you where you can shove your Big Society?
Lord Glasman: The only caveat | would make is |
will say it is not mine; | was trying to depict where it
sat. | think that there is a completely legitimate space
for discussing how to deliver public services. There
are two aspects, | would say. The first is on the one
side there is a transfer of power to the work force
through the mutualism.

Q5 Paul Flynn: With respect, we have always had
that: that is going back to the guild socialist, going
back to what is centuries away. What is different
about the Big Society, except that it comes at a time
of unparalleled government cuts?

Lord Glasman: It has been fatally damaged by certain
ways that it has attacked fundamental public vision,
but | do not want to underestimate the extent to which
our provision, Labour provision of public services,
was perceived by many to be bureaucratic, inflexible.
It addresses a weakness in the way that we
approached it.

Q6 Paul Flynn: But is it not finished? When Prime
Ministers have ideas like the Cones Hotline, or Back

To Basics, or the Third Way, someone should say,
“Emperor, you have no clothes’? Thereis no question
the idea has been explained, launched, re-launched
and re-re-launched, and the more people explain, the
less people understand. Isn’t it over?

Lord Glasman: As the rappers say: it ain't over.
There are two aspects to why it is not over. The first
is the success of the branding operation. At the last
election, as you noticed, the Conservative vote went
up, and there is an element in which it does soften the
edges of the—

Q7 Paul Flynn: So it isabranding exercise? Thisis
away of selling Conservatism from the nasty party to
the nice party.

Lord Glasman: To a nicer party.

Paul Flynn: Yeah; it could not have been nastier, |
don’t think.

Lord Glasman: What | do not want to lose is the
extent to which Labour lost the guild socialist,
Tawney, GDH Cole mutua provision and the way that
Labour treated the public sector work force.

Q8 Paul Flynn: But as the idea is held in contempt
by most charities, because they see the cynicism and
the cuts that accompany it, and not held in much
respect by the far right, the Daily Mail, who see it as
nannying, what hope has he got? At which point does
someone take the Prime Minister to one side and say,
“Look, forget about this. It cannot work. Give it up
and concentrate on something worthwhile’?

Lord Glasman: Many have taken him to one side and
told him exactly that, and what is interesting is that
he perseveres with this.

Q9 Chair: Mr Bailey, do you wish to comment?

Shaun Bailey: The one thing | would say about those
public sector workersisthey are alittle bit more clued
in, because they would ask the question where did the
money go in the first place, and clearly with 13 years
of Labour government, that is where the money went.

Q10 Paul Flynn: | welcome you to come to Newport
and explain it to them, Mr Bailey, and | am sure they
will give you an interesting answer.

Shaun Bailey: The thing about public services and
the size of them, and people being laid off or not, is
that many people in the Labour party have stated they
would not do the Big Society, but they have stated
they would do the cuts. Your leadership has said as
much. My point being that the cuts and the Big
Society are entirely separate.

Q11 Paul Flynn: You speak as a Conservative
candidate, do you?

Shaun Bailey: Absolutely, | make no bones about
that, but you made a party political point. My point
is that your leadership said that it would do the cuts
and it would not do the Big Society. The cuts and the
Big Society are separate.

Q12 Robert Halfon: Just to declare one thing that |
should have told the Committee, | am actually a good
friend of Mr Kruger, having very much attended the
Big Society Wedding a couple of years ago. Miss
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Toynbee, you implied that the Big Society is just
about volunteering, but isit not much more than that?
Philosophically it says that social capital—the glue
that binds communities together—is as important as
economic capital. It also says that people power, i.e.
giving people the chance to run things and control
things, is as important—if not more important—than
state power, and that is much more than just saying
that we want to give a little bit of a boost to
volunteers.

Polly Toynbee: | agree: that is a statement of fact.
But how do you create it? How do you make it
happen? It does not sound like a policy; what you are
saying just sounds like an observation. What | want
to know is how you then create it, how you make it
happen. | think there is a great dea of evidence—I
very much hope this Committee will call on the huge
amount of evidence there is—about what works. This
is not year zero: you are not starting from nowhere
saying, “l know, let's try to encourage a bit of
community activism here” A lot is known. There
are problems about volunteering, in the sense that it
happens very much more in prosperous areas than in
poor areas with very little socia capita. Where
people are poorest there is least socia capital and the
least trust between people, and in the places that most
need it, it is hardest to generate that kind of
community.

But there have been, over the Labour era—and you
should not ignore the enormous amount of evaluation
and information that was learnt in that time because it
happened to be under the Labour era—some
extremely good programmes that worked very well,
or worked to varying degrees. They were evaluated
in ways that you could see what worked, what did not,
where money was wasted and where it was well
spent. | would particularly point you to the New Deal
for Communities, which was a mega-pilot experiment
in 39 areas, given money for 10 years so they knew it
would be there for the whole time. On the Sheffield
Hallam website there are al the evaluations, and you
can see exactly what worked and what did not within
that, but it concentrated on the very worst estates and
the very worst areas in the country. It used awhole lot
of different methods for trying to get the community
together, and it was incredibly difficult for the people
who tried to get together very fractured, very fractious
local communities to decide themselves what they
wanted to do and to work together in committees.
There were rows and troubles, and some of them fell
apart at the beginning and had to be reconstituted, but
in that evidence there is, | think, an extraordinary
wealth of stats for what a Government should do. It
does not necessarily have to cost as much as that cost;
there were things in there that did not cost al that
much, but all of it required some professiona help.
It required people with experience who know how to
gavanise that and to make it happen. The idea that it
could al be for free and it is just about volunteering
is mistaken—it is about how you draw it together.

Q13 Robert Halfon: That is not the idea.
Polly Toynbee: You mean the idea is that it should
not be like that.

Q14 Chair: Let's just agree at the outset that there is
a tendency within Westminster palitics to trash the
other side, to undervelue what the other side has
achieved, or we could have a very adversarial and
unconstructive session. | would aso suggest that we
have to get over this question of public spending. Is
it possible to run a Big Society agenda at the same
time as reducing public spending?

Shaun Bailey: Absolutely.

Q15 Chair: Because, Miss Toynbee, you seem to be
saying that the Big Society is a joke because the
Government have to cut public spending as though
there was another option, when we know there is not
another option.

Polly Toynbee: There are options about how much
you cut and what you cut.

Q16 Chair: How much should we cut, then?
Polly Toynbee: Are we going to have a debate
about economics?

Q17 Chair: That is what | want to avoid—that is
the point.

Polly Toynbee: Absolutely. | rather deliberately did
not take up Shaun’s points because | thought they
would lead us into economics. All right, you are
going to cut some, and we do not necessarily need a
debate here about how much. What | wanted to say
is that it is not free. You get what you pay for in
community organising to some degree, and do not
imagine that this is somehow a way of reconstituting
society because you have not got the money any more.

Q18 Chair: In fact, public spending is till rising in
real terms, but that is another matter.

Polly Toynbee: If you want to go into the economy,
that is because we are in a death spiral where growth
isflat-lining. If the economy were growing, we would
not be—

Chair: Actually, the economy is growing, but that is
another matter. But we can get past this lump in the
argument that, just because public spending has to be
contained, you cannot talk about gluing communities
together, improving a sense of community across the
country. Let us learn from what the previous Labour
Government did, but let's aso learn from their
mistakes.

Q19 Robert Halfon: Just to come in on that, you
may disagree with the measures, but if the argument
is that the Big Society says that people power is more
important than state power, or as important, the
measures of some of the things that the Government
are doing on hedth, education, free schools,
academies, police commissioners, more Co-
operatives—and you may disagree with how that is
done—is all about putting people in charge. You may
say that the results will not achieve that, but that is
the idea of it—that people power is as important as
state power.

Q20 Chair: Yes, Miss Toynbee, why is this a joke?
Why does this make it a joke?
Polly Toynbee: It does not make it a joke.
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Q21 Chair: You have described it as a joke.

Robert Halfon: That is not about volunteering; that is
areal, substantive policy.

Polly Toynbee: The question about communities,
which Maurice Glasman is much better to answer than
| am, is that communities are often in conflict about
things. To simply say, “We give free schools to the
people,” a lot of people in those same communities
may be saying, “We do not want a free school down
here,” but Michael Gove up there says, “Yes, you can
have one because that little group wants one,” but
maybe, | do not know, maybe a whole lot of other
people in the area say, “No, it is going to destabilise
our school system.”

Q22 Robert Halfon: But then they do not have to go
to the free school; they can go to a state schooal.
Polly Toynbee: No, but their own schools get
destabilised.

Q23 Robert Halfon: They do not. Why?

Polly Toynbee: Well, they may well feel that those
schools are creaming off awhole lot of children; they
are also creaming off money from the state schools.

I am not making a point about whether free schools
are good or not; | am making a point about
communities not being one thing. There will be
arguments and disputes al the time between people
who want to do this and people who want to do that,
and the idea that giving power to community from
on high to anybody who happens to call themselves
community in any one area necessarily generates
community spirit is quite a dangerous thought.
Robert Halfon: It is not going to work like that,
because free schools will only work in a community
if parents want it.

Q24 Chair: But is this not really an argument about
diversity of provision against equality? Which is the
more important value: equality or diversity of
provision and opportunity? |s that not one of the big
political divides in politics?

Danny Kruger: It is going to be a lot messier under
this arrangement, that is certainly true, and there will
be inequity and failure, and some of the current
institutions will suffer, and those might include good
institutions, so it is not a panacea, but it is predicated
on theideathat it is not within the power of politicians
to come up with a panacea, or indeed anybody. The
hope—and | share this hope and believe in it—is that
overal, if we are concerned with equality and equity
and fairness, overall we will have a fairer outcome,
even though there will be messiness on the ground.
Can | just respond to the point about cuts briefly?
The fact is that Government spending is falling, and
the fact is that the implication of that is that the state
is retreating to one of its core purposes and remits. |
see that in the work | do in prisons and communities
in the fight against crime. Prison rehabilitation
services are reducing in a lot of prisons, so a
restorative justice project that 1 know well has lost
its funding in London prisons. Prisons are becoming
warehouses for incarceration once again. Whether we
approve of that or not, that is their primary function,
and in areduced public spending envelope that iswhat

they are going to be. Police services are losing the
money that they spend on crime prevention, and are
therefore necessarily becoming about detecting and
catching criminals once again. We are returning to a
core idea of the state as being there to react to
problems as they occur. | do not think that is a bad
thing in many ways, because | think the state is aways
going to be bad at the long-term, relational, often
emotional social work of, for instance, reducing
re-offending by ex-offenders or preventing crime
among young people. That is properly the work of
social organisations like Shaun’s and mine, and it
should not be the remit of Government to try to
impose that. The police are bad at crime prevention,
prisons are bad at reducing re-offending or getting
people off drugs. Third-sector organisations are better
at that.

Polly Toynbee: But in alot of areas they do not exist,
and particularly in some of the neediest areas with the
least socia capital there is the least of that around.
Shaun Bailey: That is easiest to fix. It is very easy
to sit outside of a poor community and tell that poor
community what it wants, and then go into that poor
community and tell them what they need, and they
will respond to you because you have a much more
powerful education and you are better at elaborating
on a problem. The key thing about poverty and poor
people is that poverty is as much about mindset as it
is about money. If you give poor people lots of
money, they buy things, and not always what they
need; they buy what they want.

One of the biggest things about poverty is this: firstly,
it is a generational change. It takes a generation to
march a community out of poverty. Secondly, people
have to be involved in their own redemption to learn
the lessons. You cannot come from a poor
community, have things done for you and then teach
your children what was done for you. You need to
have experience, your children need to see you
experience those things go forward. It is why
unemployment becomes generational. If your
children do not see you work, they do not experience
the value and the socia capital from working. They
need to see you; they need to hear about your
working. You need to be involved in that. Where |
come from nobody runs anything, so they do not try
to run anything.

The whole point about the Big Society project—and
here is where Pally’s point is dightly wrong—is that
it is not about abandoning the public to themselves.
We have a system of councils in this country, much
closer to communities than central Government, and
they are to administer thisin myriad ways, as they see
fit, because they are far better than centra
Government because they are closer. That is at |east
the technical idea: they are closer and they have a
better idea. In areas, Polly, where there is the least
social capital—this is where | do agree—in the areas
where people need to volunteer and learn the most,
that is where you give the council and socia
organisations more resource as well as money to pick
that up and pay them the respect to let them know it
will take time. | also agree, Polly, with your 10-year
projects; it is not a two-minute thing. It is 10, 15 to
20 years.
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Q25 Nick de Bois: A question first for Polly
Toynbee, if | may. Do you not think you demonstrate
an extraordinary arrogance when you seem to dismiss
the ability of communities to decide what they want,
and seem to believe it is the state that knows best,
particularly after 13 years?

Polly Toynbee: What | have just said about the NDC
is that the whole point was that it was so difficult to
give money to the communities themselves to form
their own committees—the main committee and then
lots of others—and bring them in. You really need to
look at this and how it was done. It was entirely
about local empowerment, and it was very scary. The
Treasury and everybody thought, “What do you mean
giving money to the local community in the very
places where there is the least trust?’ It can be done.
All right, it does not necessarily have to be done at
that cost or in that way, except that the fact that there
was money was what drew people to trust enough to
believe and join and give a huge amount of their time
and effort.

Absolutely heroic local champions were created and
came forward because they could see that this was not
going to be a talking shop and something was going
to come of this. They had control, and if they wanted
outside professionals they hired them. They chose
who they thought they needed—somebody to do X,
perhaps to help with a particular employment
programme on a local estate or whatever it was they
wanted on their estate. There is no point in doing it
if it does not have buy-in because the process itself
is part of the outcome: the process of getting people
involved, letting them take control and make their
own decisions, is part of the outcome of what makes
that place better for everybody to live in.

Q26 Chair: It sounds like you should be a Big
Society Ambassador.

Polly Toynbee: | never said the Big Society as a
concept was a bad idea. If | caled it ajoke, | meant
in terms of on the one hand Cameron saying, “Hereis
the Big Society”, and the other hand saying, “By the
way, | am cutting al money for things like
TimeBank,” which has mobilised 300,000 volunteers,
and for al sorts of charities and voluntary
organisations really dug in on the ground.” All of you
as MPs must be seeing it in your patch—Ilosing funds
that are doing exactly what the Big Society should
do. So the joke is not that it is a bad idea but that
you are not giving anything with one hand; you are
talking with one hand and taking the money away
with the other.

Chair: That is the dilemma we are in.

Q27 Nick de Bois: Mr Kruger, | have a note that you
described the Big Society as—I| hope | have this
right—"too abstract and granular for our politics’. Is
that a fatal flaw for the policy?

Danny Kruger: What we are encountering is the
failure of that term to get alot of traction in terms of
comprehension. When | said “too abstract and too
granular”, it is opposite problems. On one level it is
very abstract—it is an airy-fairy concept—and on the
other it is too granular: it is about parks and post
offices and pubs. It is not at the sort of scale that we

normally talk at in political terms, like NHS, or
schools or whatever. It is very up there, but aso
incredibly local.

The fact is it is very difficult to communicate new
thinking. It is a huge concept: it is a policy agenda,
it is a philosophy. In many ways it is not even new,
because this is traditional Conservatism to my mind.
It also has deep roots in the Labour movement, and
they can and do claim part of it. So | think, as a PR
exercise, it was never going to be successful: we saw
that in the general election when it was the main
theme of the Tory campaign and it did not really go
down well on the doorstep. Yet the media, who were
looking for some other way of identifying and
defining what this Government stand for, rather than
just the deficit reduction agenda, naturally looked at
this, and they were right to do so because David
Cameron is absolutely passionate about it. He was
saying again yesterday that he has not been put off by
people saying it is dead and no one understands it.
Asto the idea that he has re-launched it four times, as
we all know it takes 100 times before these things
enter the public mind. He is going to re-launch and
re-launch it. It is more about whether it will work;
whether stuff happens on the ground. | think this goes
with the grain of human nature, this is what people
want, and the polls show that people do not
understand it. | think they do understand it; they just
do not like it coming from politicians. They do not
like the sense of it being a top-down agenda.

Q28 Nick de Bois: Do you think that it is going to
take evidence on the ground