The voluntary sector in Scotland and the economic downturn  – a review of publications

Introduction

This review outlines some of the key publications of relevance to the Scottish voluntary sector in the current economic downturn. It covers the 6-month period between September 2008
 and March 2009
 during which time the UK economy moved into recession amid upheaval in global financial markets. In Scotland, as elsewhere, the period was characterised by concerns over job security, high levels of personal debt, and a severe tightening of credit conditions. GDP figures published at the end of January 2009 appeared to show that the Scottish economy was starting to decline at a faster rate than other parts of the UK.  In an effort to help charities deal with the impact of recession, the UK Government (Office of the Third Sector) committed £42.5m via its Real Help for Communities programme which was launched 9 February 2009.  Scotland, at best, will receive around £1m of this.

The State of the Scottish Economy

On 26 February 2009, the Chief Economic Adviser to the Scottish Government, Dr Andrew Goudie, prepared an assessment on the state of the Scottish economy, the second in an intended series.  His conclusions are as follows:
· The Scottish economy has clearly been in recession since mid-2008.

· Future growth expectations across the world have been revised down repeatedly and significantly over the past year, not least in the UK.

· The decline in Scottish output is expected to continue for much of 2009 and may spill over into 2010.

· Unemployment has risen in the past 6 months and is expected to increase through much of 2009.

· Uncertainty over the impact of the international response to the downturn and financial crisis continues to create considerable uncertainty.

Independent forecasts for the Scottish economy diverge on the question of whether Scotland will be hit harder than the rest of the UK economy by the economic slowdown. The 2009 forecast from the Ernst & Young Scottish ITEM Club took the view that Scotland will not be as badly affected as the UK as a whole.”
  More recently however, the Fraser of Allander Institute has argued that although traditionally the Scottish economy performs relatively better than the rest of the UK in a downturn, ‘this particular recession appears to be much tougher and deeper than expected…and the outcome of this may be that Scotland does not outperform the UK economy…(although) different paths are possible.’
 

The Financial State of the Voluntary Sector in the UK and Scotland

The most recent UK-wide figures detailing the finances of the voluntary sector are reported in the UK Civil Society Almanac 2009 produced by NCVO.  This statistical digest captures income and expenditure trends for 2006-07, before the credit crunch took hold, and is indicative of what may if fact eventually be seen as a ‘high water mark for the sector’ in terms of income.  The Head of Research at NCVO explained in an interview in The Guardian that it may not be until the 2011 edition that the full picture of the sector during the onset of the recession will become apparent. 
  The Almanac is an important source of intelligence for the UK sector. The 2009 edition includes a chapter outlining evidence from previous economic downturns as well as providing an account of the risks and opportunities ahead.

The most recent Scotland-specific data are contained in the SCVO publication Scottish voluntary sector statistics 2007 showing that the sector collectively raised £3.2bn during 2006 and was the custodian of over £8.6bn in community assets
. The publication, a comprehensive factsheet, indicates that the gap between income and expenditure narrowed during 2006 to its smallest in years, just £24m or 0.7% of income. Although the comparatively high annual income level suggests that the volume of activity carried out by voluntary organisations at the time was buoyant, the figures suggest that sector was nevertheless on the wire. 

Another source of financial information on the sector for Scotland is The Funders’ Almanac 2008.
 This report provides insight into the giving of grant-making trusts, companies and central government across the UK. Based on data collected from over 3,000 individual funders, it includes analysis of the geographical distribution of grants and cash donations, the types of beneficiaries and causes supported, as well as of the funding provided by a range of programmes from the UK Government. The report presents figures at Scotland and Scottish local authority level and also includes a case study of the Shetland Charitable Trust.
A more ‘wide-angled’ snapshot of fundraising activity in Scotland is the State of the Nation (Scotland) Report which was published on 23 September 2008.  It provides an overview of charitable fundraising in Scotland between 2004 and 2007 (again, prior to the onset of the economic recession). The report was produced during the flux in world markets and is careful to acknowledge the temporary nature of the usefulness of the data it was able to draw upon. It presents estimates for levels of individual giving, corporate fundraising, statutory fundraising, lottery funding, as well as trust and foundation expenditure.  It also includes a case study of the Royal Bank of Scotland’s Corporate Community Programme for 2007. On 25 February 2009, the bank announced a deficit of £24.1bn, the largest annual loss in UK corporate history.

Frontline Services

There are early indications that the economic downturn is causing increased demand for frontline voluntary sector services in Scotland. Recent research from Citizens Advice Scotland (CAS) shows that bureaux across Scotland
 are reporting significant increases in the number of clients seeking advice for their money troubles, with individual bureaux reporting an increase in debt cases of up to 70% on the previous year. Moreover, research from Carers Scotland published in December 2008 shows that 88% of Scotland’s 660,000 unpaid carers are suffering increased debt problems, largely as a result of the current economic downturn.

Other voluntary sector concerns

In early October 2008, the UK Treasury acted to secure UK deposits invested in three collapsed Icelandic banks, Landsbanki, Heritable and Kaupthing Singer and Friedlander.  The UK charity sector was estimated at the time to have £120m invested in these stricken banks. On 9 October 2008, the Treasury released a statement detailing the conditions under which depositors would have their accounts protected. Guidance for UK charity sector depositors under the terms of the Financial Services Compensation Scheme was published by the Charity Commission in England on 24 November 2008.  Eight Scottish local authorities had a total of £46m deposited in Icelandic banks at the time of the collapse.

Levels of public debt and the derivative state of local authority finances have implications for all of society, including voluntary organisations. SCVO’s Members’ Survey, which was carried out in October 2008, found that of those members that said they had directly been affected by the global financial crisis or the downturn in the Scottish economy, over 60% stated that uncertainty over public sector funding was a factor – more than twice the proportion that cited a reduction in either general public or corporate donations. In view of continuing financial pressures, the Accounts Commission for Scotland highlighted on 26 February 2009 the need for local authorities to achieve cost efficiencies through shared services
 and to view the establishment of effective partnership working through local Single Outcome Agreements and Community Planning Partnerships as a priority.

SCVO has a range of channels through which it connects directly to the Scottish voluntary sector and to the sector’s infrastructure.  A full statement listing SCVO’s 4 main ‘asks’ of government and explaining SCVO’s concerns for the sector on issues such as donations, corporate giving, foundations, grants and reserves is published on the SCVO website at: www.scvo.org.uk/economy 

Academic Research
On 13 February 2009, SCVO and the ESRC jointly hosted a public policy seminar in Edinburgh on the impact of the economic downturn on the voluntary sector in Scotland. Chaired by Professor Peter Alcock, Director of the Third Sector Research Centre at the University of Birmingham, the occasion provided the opportunity for Dr Philomena De Lima, Director of UHI PolicyWeb at the University of the Highlands and Islands and Professor Jenny Harrow from the Centre for Charitable Giving and Philanthropy
 at the Cass Business School, City University London, to present new research. A response to the papers was delivered by Mr John Brady, Chair of Policy at the Institute of Fundraising, Scotland. 

Dr De Lima’s paper is entitled ‘The Impact of the Economic Downturn on the Rural Voluntary Sector in Scotland’. It seeks to provide preliminary thoughts on what the impact of recession might be and to identify emerging themes, gaps and areas for further research.  The paper draws upon (i) a web search of grey literature on the rural voluntary sector and the impact of the economic crisis in the UK; (ii) a limited search on international research on the topic; and (iii) brief conversations with individuals in the voluntary sector in the Highlands to get a view of current trends from their experiences. The research notes that given the poor evidence base that exists in Scotland and the ongoing challenges faced by rural voluntary organisations, the task of disentangling the impact of the economic downturn on the sector in rural areas is likely to be difficult and challenging.

Professor Harrow’s paper is entitled ‘Thistles, Roses, Thorns: some reflections on third sector/government relations and policy expectations in economic downturn’. It discusses the notion of internal differentiation within the third sectors in Scotland and England (Vincent, J; Harrow, J. 2005) and the implications for differential public policies towards the third sector during recession.  It also considers the question of how third sector organisations in Scotland have been reporting and responding to the economic recession, the kinds of experiences currently facing the sector in Scotland, and whether the Scottish Government’s impressive financial support for social enterprise models and solutions is actually relevant for development and resource purposes across the entire sector.
Following the presentations, an open discussion allowed delegates to respond to the research findings and express opinion about the implications of recession for the sector, including ways in which its effects might be mitigated. Full summaries of the Q&As in the feedback discussions and panel reflection are available at: www.scvo.org.uk/economy 
Gaps in Research
Part of the usefulness of the 13 February seminar was that it identified gaps in the sector’s intelligence. It will be of concern to policy makers that the current limitations of the sector’s evidence base in Scotland are likely to impede our understanding of how far the sector can galvanise itself in a recession.
Useful Websites

Scottish Council for Voluntary Organisations

http://www.scvo.org.uk/economy 

Glasgow Council for the Voluntary Sector (GCVS) Recession Resources:

http://www.gcvs.org.uk/learning/recession_resources 

National Council for Voluntary Organisations

http://www.ncvo-vol.org.uk/downturn.asp 
Voluntary sector in The Guardian
http://www.guardian.co.uk/business/2008/oct/08/recession.globaleconomy
Scottish Government Economic Research and Discussion Papers

http://www.scotland.gov.uk/Topics/Economy/17858/10374 
� On 7 October 2008 the International Monitory Fund (IMF) cut the � HYPERLINK "http://www.guardian.co.uk/business/2008/oct/08/recession.globaleconomy" ��growth forecast� for the UK for 2009 from 1.7% to -0.1%.


� On 19 February 2009 the Office of National Statistics � HYPERLINK "http://www.statistics.gov.uk/pdfdir/crbslbg0209.pdf" ��announced� that the combined debts of the Royal Bank of Scotland and the Lloyds Banking Group totalling £1-1.5 trillion were to be listed on the UK’s balance sheet. 


� Changes and trends in the Scottish economy are continually being tracked by the Office of the Chief Economic Adviser.  Further information is available at: � HYPERLINK "http://www.scotland.gov.uk/Topics/Economy/Factfile/Introduction" ��http://www.scotland.gov.uk/Topics/Economy/Factfile/Introduction� 


� ‘State of the Economy’, Goudie, A. p. 2 � HYPERLINK "http://www.scotland.gov.uk/Resource/Doc/919/0078568.pdf" ��http://www.scotland.gov.uk/Resource/Doc/919/0078568.pdf� 


�  Ernst & Young Scottish ITEM Club Economic Forecast 2009. published November 2008, p.2.


�  Fraser of Allander Economic Commentary, published 25 February 2009, p.19.


�  � HYPERLINK "http://www.guardian.co.uk/society/2009/feb/18/voluntary-sector-recession-uk" ��http://www.guardian.co.uk/society/2009/feb/18/voluntary-sector-recession-uk� 


� This figure has since declined sharply, particularly in relation to land and buildings based assets.


� The Funders’ Almanac 2008 is obtainable only from the publisher Directory of Social Change


� In 2007-08, Scottish bureaux received direct grants totalling in excess of £1.3m through CAS. This includes: 


funds from the Scottish Government for a national advice service to Kinship Carers across Scotland


funds from HMRC to increase benefits uptake


a Fuel Poverty Innovation Fund, working with Citizens Advice (England and Wales) and Scottish and Southern Energy, for bureaux wishing to undertake work with people in, or at risk of, fuel poverty. 


� For example, for low incidence types of personal social care.


� A feature article written by Jenny Harrow and Cathy Pharaoh to mark the launch of the Centre and entitled ‘Recession and Charities: the paradox of charitable opportunity’ is available at: � HYPERLINK "http://www.cass.city.ac.uk/philanthropy/recession-and-charities.pdf" ��http://www.cass.city.ac.uk/philanthropy/recession-and-charities.pdf� 





