[image: image11.png]NCVO




Trends in the North: what we have learned from the quantitative programme of the Third Sector Trends Study

John Mohan, University of Southampton

Karl Wilding, David Kane, Jenny Clark (NCVO)
[image: image1.jpg]41



[image: image7.png]—England  — North East

Change of

government

5002
€00z
100z
6661

1661
5661
€661
118
6861
1861
5861
€861
1861
T BB
L1B)
G161
€161
LIBL
6961
1961
5961
I east

45

35

25




Contents

Introduction

1. What we have found

1.1 Registered third sector organisations

1.2 Volunteering and paid staff

1.3 Below-radar organisations

2. What this tells us

2.1 The region has distinctive characteristics

2.2 What we see may depend on what methods and sources we use

2.3 There are some areas that need a clearer picture

3. Trends in the North: what do these sources tell us about change in the region’s third sector over time?

4. What do we take forward from this work?

Introduction

This final summary report for the Northern Rock Foundation's Third Sector Trends Study is based on nine previous reports produced for the study, as well as additional smaller pieces of research. The Third Sector Trends Study is a research programme on the scale, dynamics and needs of the voluntary and community sector in North East England and Cumbria. Additional funding from Involve Yorkshire and Humber extended some parts of the programme to that region. This report focuses on the quantitative parts of the programme, which used existing data sources to map the size, scope and characteristics of the sector, and also gathered data to map "below radar" organisations in the study region.

This report first summarises nine reports produced in the study, brings together and situates the findings within a regional context and then maps out their implications for regional policy on the third sector and for future research into this area.

1 What we have found

The following summarises the results of nine reports which looked at the size and scope of the sector in the study area. Results are given for the North East and Cumbria, but are also available in the original reports for Yorkshire and the Humber. The nine reports were:

· Mapping registered third sector organisations in the North East 

· Mapping registered third sector organisations in Cumbria

· Mapping registered third sector organisations in Yorkshire and the Humber

· Beyond Flat Earth Maps of the Third Sector: Enhancing our understanding of the contribution of ‘below-the-radar‘ organisations

· Entering the Lists: what can be learned from local listings of third sector organisations?
· A survey of under the radar voluntary organisations in the North East and Cumbria

· Paid work and volunteering in the third sector in the North East

· Paid work and volunteering in the third sector in Cumbria

· Paid work and volunteering in the third sector in Yorkshire and the Humber

1.1 Registered third sector organisations

Three reports ("Mapping registered third sector organisations in…") provided statistics and analysis of general charities and other third sector organisations in the North East, Cumbria and Yorkshire and the Humber. These provide a regional statistical portrait, in some ways paralleling that available for third sector organisations nationally through the NCVO Civil Society Almanac series.

The reports are based on data from regulators of third sector organisations – including the Charity Commission, Companies House and others. This regulatory data is supplemented with financial information from the organisations' annual accounts, provided for this project by GuideStar Data Services.

Resources

· The voluntary sector in the North East is a significant player in the region’s economy. 4,760 charities are based in the North East, 3% of all charities in the UK. In 2007/08 these charities had an overall income of £731 million, spent £673 million and had assets worth £1.3 billion. In Cumbria there are 2,216 general charities. In 2007/08 these charities had income of £164 million, spent £148 million and had assets worth £340 million. There are also substantial net inflows of funding from charities based outside the region

· The sector’s share of overall resources in the region is lower than its share of the UK population, because there are fewer very large charities. As a result, average incomes for charities in the North East and Cumbria are smaller than across the UK, with an average income of £153,400 in the North East and £73,800 in Cumbria, compared to £207,500 nationally. The asset base of charities in both the North East and Cumbria is less robust than elsewhere. 

Characteristics

· Distinctive characteristics of the region’s charities are a relative over-representation of charities providing social services, and of charities working in the area of economic and community development, compared to the distribution for the UK as a whole. 

· Charities in the North East are more reliant on statutory funding than UK charities; nearly half of the income of charities is derived from statutory sources. However in Cumbria, charities are less reliant on statutory funding than UK charities; 29% of their income comes from this source.

· Over half (56%) of the North East voluntary sector's total income is earned, more than the UK average of 49%. Voluntary income makes up 35% of the income of charities in the North East. For Cumbria the picture is reversed, with earned income making up 35% and voluntary income 60%.

Other third sector organisations

· In addition to 4,760 general charities, 1,860 other regulated third sector organisations operate in the North East, including 71 housing associations, 693 Companies Limited by Guarantee (CLGs), 163 community interest companies (CICs), 652 Industrial and Provident Societies (IPSs) and 282 faith groups. 

· Together, these 6,620 third sector organisations in the North East had an income of £1.54 billion, spent £1.50 billion and had assets of £2.70 billion in 2007/08. 

· In addition to 2,216 general charities, 468 other third sector organisations operate in Cumbria, including 19 housing associations, 200 CLGs, 23 CICs, 119 IPSs and 107 faith groups. Together, these 2,684 third sector organisations had an income of £322 million, spent £302 million and had assets of £455 million in 2007/08.

1.2 Below the radar groups

A second set of reports ("Beyond Flat Earth Maps of the Third Sector", "Entering the Lists" and "A survey of under the radar voluntary organisations in the North East and Cumbria") were designed to quantify the size and characteristics of the "below-radar" population of third sector organisations in the North East, Cumbria and Yorkshire and the Humber. The definition of "below-radar" organisations is explored in the reports, but broadly these organisations are those that are not regulated by bodies such as the Charity Commission or Companies House, and tend not to be formally incorporated (although they may have some level of formal documentation). This population is estimated from lists of organisations held by local and regional organisations (including CVS, Community Foundations and local authorities). Further information about the characteristics of these organisations was gathered through a survey of organisations.

We received over 80 lists including those from regulators (Companies House and the Charity Commission), local CVS and other infrastructure bodies, national organisations and local authorities. A complex process was used to merge and deduplicate these lists, in order to arrive at a list of unique entities, and thereby provide a basis for estimation of the numbers and characteristics of the below-radar population.

The estimates produced, if extrapolated in proportion to the numbers of registered charities, might suggest there are around 225,000 below-radar organisations in England and Wales (that is, organisations of a kind likely to have a relationship with, or which were known to, infrastructure bodies). These figures imply around 3,000-3,500 organisations in Cumbria, 9000 in the North East and 15,000 in Yorkshire and Humberside. Looking at the patterns of location for these organisations, the figures show that below-radar organisations are over-represented in more deprived areas, compared to charities. 

They also suggest a different mix of organisations, with culture and recreation organisations – particularly sports clubs – more likely to operate as below-radar organisations. Another large part of the below-radar group is conservation and environmental organisations associated with particular sites (e.g. allotments, canals, parks and open spaces). This all suggests a significant degree of self-organised activity which is formalised to a degree – as evidenced by results of a small survey, which demonstrated the extent to which these groups adopted relatively formal procedures for governing their activities. 

In late 2009, a survey of organisations on the listings was undertaken by BMG Research on behalf of the project team. The survey consisted of 287 telephone interviews with "below radar" organisations from the gathered lists; this is published as a separate report. Results from the survey relate to organisations in the North East and Cumbria only. A notable feature was the extent to which it proved impossible to contact numerous sampled organisations – itself an illustration of the difficulties of capturing what is a fast-moving picture. 

Another feature was the number of respondents that would be considered large organisations. 34 respondents had more than two paid staff, with a further 22 having an income of greater than £20,000. Organisations of this size would normally not be considered "below radar", and would be expected to register as a charity (if their purposes were charitable) or to take an alternative legal form (if not). An explanation for this may lie in the complex nature of some organisations – some exist as projects within a registered charity, but consider themselves separate to them.

Other relevant points were: 

· Respondent organisations were heavily volunteer-led, with a median of between 10 and 14 volunteers each. This suggests between 220,000 and 312,000 volunteers working in "below radar" organisations throughout the study region.

· Half of all respondent organisations had an income of less than £2,500. A quarter of respondents said their income varied from year-to-year, demonstrating the insecurity of funding for these organisations. 

· Looking at income sources, three areas stand out: membership fees (mentioned by 35% of respondents), grants (34%) and fundraising (33%). At least 12% of respondents got funding from the government.

· The income profile of respondents is broadly comparable to that found for small charities in the National Survey of Third Sector Organisations (NSTSO).

1.3 Paid work and volunteering

Third sector organisations make a small, though arguably important contribution to employment and they also, of course, provide substantial volunteering opportunities. A third set of reports ("Paid work and volunteering in the third sector in…") provide context for a more detailed debate on these issues by providing estimated headline figures for the paid workforce and volunteers involved in the third sector in the North East, Cumbria and Yorkshire & the Humber. 

They include estimates of the total number of people employed by registered third sector organisations; the third sector's share of regional employment and the region’s share of England’s total third sector employment, and estimates of the number of third sector organisations which employ paid staff. 

The reports also look at volunteering, including headline figures of volunteering rates and the balance between paid staff and volunteers for different types of third sector organisation.

The reports for the North East and Cumbria found that:

· 31% of general charities based in the North East, and 28% in Cumbria, employ staff.

· General charities based in the North East employ between 18,700 – 22,500 staff. Non charitable third sector organisations would add between 10,000-14,000 additional employees. In Cumbria general charities employ between 4,650 – 5,250 staff. Non charitable third sector organisations in Cumbria would add between 1,800 – 3,800 additional employees.

· Our total estimates of the total numbers of employees suggest that the sector accounts for just under 4% of the paid workforce in the North East and in Cumbria.

· An estimated 1,600 charities in the North East are employers, although half of those with employees have 5 or fewer staff. In Cumbria an estimated 450 charities are employers, but there is a similar pattern: the great bulk of organisations do not have employees and when they do the numbers are small. 

· A further 1,900 non-charitable third sector organisations in North East, and 280 in Cumbria, employ paid staff.

· 24% of the population in the North East, and 27% in Cumbria, give unpaid help at least once a month.

· A median rate of 6 hours a month are typically volunteered, equivalent to 10.5 million hours each year across both the North East and Cumbria.

· The Place Survey suggests rates of volunteering are relatively low in the North East, but high in Cumbria, but this is likely to reflect the demographic make-up of the population.

· The National Survey of Third Sector Organisations (NSTSO) suggests that third sector organisations in the North East benefit from approximately 143,000 volunteers, and in Cumbria from 52,800 volunteers.

· There are between 2.5 and 5.8 volunteers for every paid employee in the sector in the North East and Cumbria.

2 What this tells us

In an ideal world we would have real-time and accurate information about the distribution and activities of voluntary resources. This would allow us to identify areas of strength and areas of vulnerability in the third sector; it would allow us to take a strategic view about where best to invest in the sector; and it would give some sensible guidance as to the likely effects of changes in the public spending climate on voluntary action. 

But such perfect information is not available: instead a more realistic – but also less comprehensive - dataset is collected directly from regulatory returns and, where those are not detailed enough, from annual reports and accounts. Data can also be collected from local surveys, though these are rarely of high-quality and almost never are they cross-referenced to underlying databases. Information can also be drawn from the records of infrastructure bodies but its quality is inevitably dependent on the capacities and priorities of these organisations. And inevitably part of the burden of capturing information falls on individuals who, though heavily committed, have limited time.

We have emphasised the value of large-scale and routinely available datasets in the work we have done. Using these allows us to minimise the burden upon respondents, and maximise the possibilities for comparison - e.g. with other parts of the country. They also allow us to look at the extent to which the region is distinctive. A further advantage is the ability to cross-reference against other datasets - either directly, where there are returns on individual organisations in more than one source, or indirectly, by looking at estimates of a particular quantity derived from more than one source (as in our research on the third sector workforce). 

The value of this can be seen from comparisons of various estimates of the third sector workforce produced some years ago, some of which are still being quoted as if valid even though they are inconsistent; an example is the recent report from IPPR North
 which quotes both a figure of 4.4% of the regional workforce from a survey conducted nearly a decade ago, and the forthcoming Third Sector Trends Study report which, after several years of continuous growth in the sector during which the regions total workforce had declined, estimated that the third sector workforce in the North East was around 37,000, i.e. still under 4% of the workforce in 2008 – yet the latter figure followed several years of growth in the sector. Clearly these figures cannot be reconciled. 

Earlier examples from a review of studies conducted in Yorkshire and Humberside showed estimates of third sector employment from some studies which are more than twice as large as others, depending on the methods used. These generally relied on small-scale local surveys. We should now be in a position at least to generate reasonably reliable headline figures on numbers of organisations, their finances, and their workforce without relying on such sources, and greater precision is necessary if estimates are to carry any weight with policy-makers.

2.1 The region has distinctive characteristics

The characteristics of the voluntary sector presence in different parts of the country will reflect generations of legacies, donations, trading activities, and government grants, as well as local political and social traditions. So a primary contribution of this work is to highlight regional variation; whether that constitutes regional distinctiveness is another question. We have shown, for example, the relatively low share of the national total of third sector organisations and resources in the North East and Cumbria, certainly when compared to population and share of GDP. This is likely to reflect a long-running history of economic disadvantage in these regions. 

To a degree it could be argued that the distinctive cooperative and mutual traditions of the region are evident in the mix of third sector organisations found here. For example, taking the 2008 National Survey of Third Sector Organisations (NSTSO) as a starting point, 75% of organisations considered for inclusion in the sampling frame are registered charities. However, within this region, that figure drops to below two thirds in Sunderland, Hartlepool, Newcastle and South Tyneside, and only in Cumbria does it exceed the national average. 

The differences are accounted for in terms of the greater presence of IPSs (the North East has nearly 8% of the national total of these organisations compared to under 4% of registered charities) and also CLGs. This will include a number of housing associations and credit unions. Note that those regional shares only include IPSs considered to fall within the definition of the third sector population used by the NSTSO; we think this (at least in 2008) will have left out a number of relevant organisations by virtue of the exclusion criteria used.

In relation to voluntary activity, results from the Citizenship Survey, which show that around one quarter of the population in the region give unpaid help at least on a monthly basis, do not show a statistically significant difference from the national picture. A consistent picture from the surveys is that for small areas, there is a strong gradient between the wealthier parts of every region and the least prosperous areas, with higher levels of formal volunteering being found in the least deprived areas. This holds across all regions and the North East is no different from others. Variations in volunteering rates within regions are much larger than those between them, and are accounted for substantially by variations in the mix of people living in particular areas. In that regard the driver of variations in volunteering between communities is the degree of residential segregation rather than some place-based antipathy towards voluntary activity. 

There has been recent concern at apparent reductions in volunteering rates in the region, but the preliminary results – the first 6 months of the Citizenship Survey for 2010-11 – are based on barely 200 respondents in the North East, so we should be wary of concluding much based on these figures. The Place Surveys suggest that some local authorities in the area have lower than average rates of volunteering – perhaps explained by the composition of population in these areas rather than distinctive regional traits, although we are sceptical about the value of that survey (see below). The third sector is however an important employer in the region, with 3.8% of North East employment in third sector organisations, compared to 2.5% in England and Wales as a whole.

While the estimates of numbers of "below the radar" organisations through analysis of local listings are not directly comparable with widely-quoted previous estimates, in part due to the innovative nature of this work, they do provide indicators of sub-regional variation. Particularly striking is the gradient of deprivation for the location of registered and below the radar organisations. The analysis found that "below radar" organisations were more prevalent in the most deprived areas than charities, with the opposite true for the least deprived parts of the region. This may indicate that on a national scale these organisations do have a valuable role in areas of high deprivation, and so are of vital importance for schemes like the forthcoming Community Organisers programme.

2.2 What we see will depend on what methods and sources we use

The data environment for studies of this kind is in a state of rapid flux. At the time we commenced this work, for example, the register of charities was much less widely and easily accessible than is the case now; the first National Survey of Third Sector Organisations (NSTSO) was in the planning stage and the data did not become available until early 2010; and GuideStar Data Services were in the process of extending their database to encompass a much wider range of third sector organisations. There appeared to be a reliable and consistent set of national volunteering statistics available from the Citizenship Surveys, and there was the prospect of obtaining local authority level data from the Place Surveys.

The position now is in some ways less optimistic but in other ways it offers new possibilities. The Citizenship Survey, which will end in 2011, is the most important loss, in that it provided a measure of volunteering rates which had been obtained consistently over time for 10 years. In addition, it included banded measures of deprivation which gave an indication of how volunteering rates varied within small areas within each region. Plans for monitoring of the big society are still the subject of discussion within government departments, but will not involve continuation of the Citizenship Survey. 

The Place Surveys were another possible source for local comparisons but these were cancelled in August 2010. They provided a very approximate headline figure for the proportion engaged in giving unpaid help, but can really only be used for broad rankings of local authorities. These surveys had weaknesses. There were very limited controls on who replied to them; some respondents were overrepresented relative to population while others were underrepresented; in a large minority of local authorities sample sizes were not large enough to achieve the target level of precision in estimation;
 and differences in methods used (e.g. presence / absence of incentives to complete the survey) also render comparisons across local authorities difficult. It would have been difficult to see how the results of such surveys could have been used in a performance assessment regime (which was their original intention). They are a good example of the way in which survey design and implementation influence results.

GuideStar Data Services went into administration in 2010, and the loss of GuideStar’s third sector database has proved challenging since we had originally intended to rely upon it. TSRC and NCVO are developing an alternative, though this will have limited potential for regional comparisons due to resource constraints, and it will be restricted to registered charities. 

The most useful development has been that of the National Survey of Third Sector Organisations (NSTSO), which was in the field in late 2008, with detailed data only available from early 2010. Although initially designed as a means of assessing the "performance" of local statutory bodies in delivering the environment for a thriving third sector, it gathers by far the most detailed statistics available on the extent to which local voluntary organisations receive one or more of a range of funding sources, on the numbers of staff and volunteers they have, and on their perceptions of their immediate financial situation. 

A second wave of the survey (now renamed the National Survey of Charities and Social Enterprises - NSCSE) took place in autumn 2010; the data are not yet available for analysis. Detailed comparison of the first and second waves of NSCSE is not likely to be simple because of differences in the sampling frame. It will not be possible to match organisations that have taken part in both surveys, or to find out how many took part in both; the probability of doing so is very small in some areas and very high in others, depending on the numbers of local TSOs in the sampling frame. Even this survey had substantial levels of missing data and extensive imputation was needed, which was reflected in the research we carried out on the workforce using this dataset. 

Looking ahead, much has been made of the possibility of obtaining reliable data on expenditure on third sector organisations by the public authorities from the government's "open data" policies. In many ways this is an exciting development, but we will not have answers from this overnight. Data released so far has been at an aggregate level by central government, and so has not individually identified third sector organisations. Where local authorities have released this data we find that there are variations in the extent to which organisations are named in it. Unless there is consistency in the reporting of such information and some degree of standardisation in the way it is released, it will be difficult to use it in estimating the extent of its third sector organisations receive public funding. In any event linkage is bound to be challenging because of the difficulties of matching names of organisations. The problem will be very substantially greater than the one we faced of matching our listings from local infrastructure bodies in the North East, Cumbria and Yorkshire and Humberside, to the national listings of regulatory bodies.

A related challenge is that although there is great anticipation of the prospects of an enhanced role for third sector organisations in delivering public services, the division of labour between these organisations may also make it very difficult to identify who is doing what and how much money they are getting for doing so. This is because of the likelihood of extensive networks of subcontracting so that a primary contract might be placed with a commercial organisation which then arranges contracts for particular pieces of work with third sector bodies. The latter would not be picked up from spending data released by government. 

2.3 There are some areas that need a clearer picture

We argue that there are at least three areas of activity on which there is still opportunity to improve the quality of information. The first is the nature of income sources in the sector. Despite the efforts of GuideStar Data Services and ourselves in cleaning and classifying data from the financial accounts of charities and other organisations, it remains challenging to identify precisely where money comes from; the standard accounting conventions are not always helpful. In a separate project we are attempting to address this through a joint data entry operation between TSRC and NCVO which should generate more detailed information from charity reports and accounts than was available through GuideStar Data Services, but a limitation of this will be that there will be relatively small numbers for regions such as the North East, though most of the larger organisations will be covered.

The second relates to flows of funds to geographical areas although some information is now becoming available through the Charity Commission’s “area of operation” fields. This consists of named local authorities and localities which can be matched to administrative units. Comparisons are possible between an apportionment of funding based on how charities report their area of operation, an apportionment based upon where they are located, and an apportionment based on their historic “areas of benefit”. This will potentially allow a more fine-grained assessment of where money flows from and where it ends up. This will, for example, tell us something about the numbers of charities working in a region as well as those registered within it. In related work for the Centre for Charitable Giving and Philanthropy, research is being undertaken on the merits of different methods for apportioning expenditures in this way. 
The third is the continuing analysis of "below-radar" organisations. These organisations – those that are not found on official registers of organisations and which operate at a smaller scale than the regulated sector – are by definition difficult to find and study. Our three reports into these organisations used informal lists of local organisations, such as those kept by local infrastructure bodies or community foundations. These lists, and careful matching and deduplication with lists of regulated organisations, did enable us to discover a substantial mass of organisations that were not on the regulated "radar", and our survey of a sample of them allowed us to find out much more about their characteristics. But while this method "lowered the radar" substantially, we are aware that more organisations exist that do not have contact with the organisations we asked for lists. The only method that allows for these organisations to be discovered and studied is a much more local-level "door-to-door" approach, such as that employed by the Third Sector Research Centre's "micro mapping" project
. Of course, extending such work on a regional scale would be prohibitively expensive. 

2.4 What do these sources tell us about trends in the region

Development of data resources on long-term trends in the UK's third sector is relatively speaking at an early stage - certainly by comparison to the USA. Related work in the Third Sector Research Centre (TSRC) and the Centre for Charitable Giving and Philanthropy (CGAP) has, however, begun to lay the foundations. We now have reasonably reliable versions of the Charity Commission register covering the period from 1997 onwards, some broadly comprehensive statistics for financial years ending in 1995 and 1996, and data for a small subset of organisations for two or three years prior to that. This allows us to begin to comment on trends in this region in comparison with the national position. We have also done work on charity foundation dates as well as registration dates -- the point being that for many organisations there is a time lag between being formally constituted and registering as a charity. There are some points which might be made about differences between this region and others; the following comments refer to the North East alone, as the numbers of organisations for which we have available data for Cumbria are small in some cases. 

Firstly, in comparison with the rest of the country it appears that this region is characterised by a higher proportion of organisations having been “founded” in recent years. “Founded” is deliberately placed in quotation marks because the method for identifying dates involves extraction of plausible date information from charity governing documents and there are a number of ways in which errors might creep in. Having said that, in a dataset of this size it would be reasonable to assume that these errors will be random across the country. It is best to treat these as establishing the earliest possible date at which organisations appear to be in existence rather than as representing a definitive date of establishment of the organisation. We graph dates of establishment for the North East and for England and Wales (figure 1). The vertical axis shows the percentage of charities “founded” in the past 45 years by year. As can be seen, the proportions of organisations established in any given year broadly move in step when comparing the North East and England and Wales, but diverge in recent years, with a higher proportion of this region’s charities appearing to have been established in the last decade or so within the region. It is possible that this reflects the greater availability of public funding in this region compared to others. If so it will be interesting to see what happens to these organisations as public funding is withdrawn. We also conducted this analysis using registration dates and drew similar conclusions.

Figure 1 – trends in “foundation” dates, charities in the NE compared to England and Wales, 1963 - 2006
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Comparisons can also be drawn for type of organisation, as in figure 2. Note, in particular, the proportion of organisations within this region in the “environment” field of the ICNPO which have been founded since around 2000; a similar picture is true for infrastructure bodies and foundations. These categories indicate some regional distinctiveness, though numerically they account for relatively small proportion of the total number of charities. Compared to the national picture, there’s also a higher proportion of charities in the “community development” category founded in this region in recent years. 

Figure 2: Types of organisation by foundation date
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Secondly, what can we say about survival? We judge this by looking at the numbers of organisations which reported a non-zero figure for expenditure in the three years 1995 to 1997, and which also reported the same in one of the years 2007 to 2009. The proportion of general charities which appeared to survive for all that time is around 60%. If we trim the panel to include only those organisations reporting at the beginning and end of the 1996 to 2008 period, then we find that approximately 70% of charities were visible at the beginning and end of the period in question and the proportion rises to over 85% in the case of charities with incomes greater than £100,000. The differences reflect a longer reporting period. For a restricted version of the panel which concentrates solely on the 1997 to 2007 period, around five-sixths of general charities survive and it is not obvious that there are substantial differences between the experience of this region and other parts of the country. 

It is possible that a comprehensive tracing of organisations which were visible at the beginning of the period but were not evident from the register at the end of it would reveal a number of others which had changed names or merged; regulatory data is not yet very good at identifying such changes. So in terms of survival prospects there doesn't seem to be much that differentiates this region from other parts of the country: at least for the period up to 2009, it looks as if those organisations that were established in the mid-1990s were as likely to continue in existence as their counterparts in other areas.

Thirdly, what of differential growth? Has the region's share of resources changed over time and to what extent have organisations experienced growth in the level of resources available to them? There is some evidence, perhaps consistent with the points made previously about the establishment of new organisations, that the region's share of resources has increased somewhat over time. For the 70,000 general charities for which we have reported financial information for 1997, there were 2,100 in the North East and they accounted for 1.8% of the national total. By 2009, 2,700 general charities in the North East region had resources which equated to 2.6% of total spending by general charities. This suggests some catching up although part of this is due to relocation of the administrative offices of some large charities such as Citizens’ Advice. Figure 3, below, indicates something of the growth of expenditures in the region, measured in two ways. These are indexed to a base year of 1995. Comparing the growth of those organisations which existed continuously in the region from 1995 (line C) and of all charities in the region (line B) suggests that the region has been characterised by the foundation of a number of new charities which are generally larger – and hence have driven a rapid increase in average levels of expenditure. Those organisations which were present in the region continuously have grown, but by no means as rapidly. 
Figure 3: Numbers and mean expenditure of general charities in the North East since 1995, indexed to 1995 as base year
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Fourthly, these financial data also tell us something about the impact of the loss of European funding from the region in 2006 and the impact of the 2008 recession. We believe the analysis suggests that the later of these two events had the greater impact on the finances of organisations in the region. Our analysis of the accounts of charities showed that in 2006/07 the EU accounted for only around 2.5% of funding received by charities in the North East. Figure 4 shows the proportion of organisations reporting increases in expenditure for each year from 1995 to 2010. We believe that the dramatic fall in 2008, with a subsequent rebound in 2009 was a product of the financial crisis in the wider economy at that time, and not caused by the loss of EU funding, which had already come into effect. If there had been a distinctive effect of the loss of EU monies, the graph for the North East would have been expected to depart from the national picture. 

Figure 4: Proportion of organisations reporting year on year increases in expenditure, 1995-2010
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Although these patterns are interesting they do have limitations. For example, statistics about year on year increases in expenditure take no account of the relative size of changes – a decline of £10000 may be trivial for one organisation but threatening for another - while expenditure patterns are often uneven for good organisational reasons (e.g. investing in new facilities or staff).  And if we are interested in comparisons across regions to demonstrate the effects of regional economic fortunes on resources, ideally we need to ensure that we analyse only those organisations that appear continuously. There are other approaches to assessment of financial stability and performance which are of some value in large national datasets (eg operating margins, defined as the ratio of the difference between expenditures and revenues as a proportion of expenditure). We are working on such indicators, but we think that to be robust they need to be constructed for comparable subsets of organisations across a number of years; one-off studies for individual years, such as that carried out for Capacitybuilders by Wells et al,
 may not be helpful without an appreciation of whether or not there are unusual factors that have affected the year in question.

Going forward, the reliance of the region on public spending has been highlighted in analyses of national survey datasets on the third sector, which demonstrate convincingly that organisations in this region are more likely to depend on public funding streams than their counterparts located elsewhere. Typically, up to a half of all third sector organisations in some local authorities receive some public funding.
 It is worth pointing out that even in 2008, organisations which were in receipt of public funding in this region were significantly more likely to report that they had insufficient income to meet their objectives than those which were not receiving public money. The equivalent data for 2010 are not yet available, but it will be interesting to see what has changed. The NSTSO survey data lists up to 11 possible sources of public funding and since funding can take the form of either a grant or contract there are up to 22 possibilities and, of course, many more potential combinations. Prediction of the organisations most at risk is therefore not straightforward. However, disaggregation of the survey data shows that local government is a particularly important source of funding in this region. If we rank local authorities by the proportion of organisations that receive funding from local government (either in the form of grants or contracts) we find that there are five local authorities in the North East (Durham, Hartlepool, Sunderland, Middlesbrough and Newcastle) in which at least 35% of charities receive some of their funding from local government. Across the region, over half of organisations with an income of greater than £60,000 received at least some of their budget in the form of grants or contracts from local authorities. Of course, the funding settlement for local authorities has hit some northern local government areas particularly hard. It will not be surprising, therefore, if cuts are made to the budgets of many voluntary organisations as a result. The problem is particularly acute for larger organisations – though, consistent with the national picture, smaller organisations are much less likely than large ones to be in receipt of public money. 

In a tighter fiscal climate, to what extent will organisations be able to draw upon greater voluntary input to sustain their activities? There have recently been publications on the theme of which parts of the country are most "ready" for the big society, which involve analysis of statistics for local authorities on variations in volunteering rates. These are drawn from the Place Surveys of local authorities. It would be wise not to read too much into the figures in these surveys. The analysis in, for example, the recent publication by the New Local Government Network (NLGN)
 says little about the limitations of the survey data it uses but its conclusion that there is not a statistically significant relationship between volunteering rates and deprivation should be treated with caution because of the selective way in which they have used the data. We have found a consistent negative relationship between deprivation and the proportion of the population volunteering across all regions.
 Much of the variation in volunteering rates between communities is explained by the mix of people who live there. Regional variations are of limited significance once you control for individual characteristics.
 Thus the reason why this region has a lower rate of voluntary activity than other parts of the country is because it also has fewer of the kinds of people who are most likely to volunteer. This is obviously a challenge for voluntary organisations since it is not easy to change the mix of the population overnight. But we should not rush to assume that regional variations in the proportions of the population volunteering mean that the residents of the North East are less willing than their counterparts elsewhere to engage with their communities. 

3  What do we take forward from this work?

We have found that in terms of structure, finances and workforce (whether paid or volunteer), the third sector in this region shares much with the wider UK third sector, but does have distinctive characteristics. The importance of mutual and co-operative organisations to the region is greater than in other areas, for historic reasons, and so these organisations warrant particular attention. Looking at the charitable sector, we find a greater reliance on income from the public sector (at least in the North East; less so in Cumbria), and some variation in the types of charities that are located here – demonstrated by the growth of development charities since the late 1990s. The data on workforce shows that the sector is a significant employer in the region; national survey datasets on volunteering do not show up significant deviation from the national picture once we allow for individual characteristics. Data from the Place Survey suggests that volunteering in the area is perhaps lower than other parts of the country but this is to be interpreted with caution and is also likely to reflect the characteristics of the population who live in these regions.

The "below radar" reports emphasise the importance of voluntary action that takes place in informal and unregulated organisations and spaces. We suggest that there are around 3,500 below radar organisations in Cumbria, 9,000 in the North East and 15,000 in Yorkshire and the Humber, around 6 organisations for every 1,000 persons. This level of activity has implications for the government's "Big Society" agenda, and in particular the Community Organisers programme.

A further key finding from the study has been the variation of activities within the region, both for regulated third sector organisations and for unregulated below the radar organisations. In fact a key finding from the analysis of local listings was the discovery of a difference between these types of organisations in terms of deprivation. We found that below radar organisations were more prevalent in the most deprived areas, whilst regulated third sector organisations were overrepresented in less deprived parts of the study region. This finding again emphasises the key role of these unregulated organisations in the most deprived areas.

The survey of below radar organisations and analysis of lists of them also showed  that these organisations do not operate in isolation. Many of these organisations are connected, both in financial and other ways, to larger charities and to the public sector. Examining and building on these connections will continue to be important, particularly as resources in the public sector become scarcer. For regulated organisations too, we found that organisations headquartered outside the region have a vital role to play in it. Our estimates suggest that perhaps as much as 40% of charitable activity in the region is accounted for by organisations that are not based here.

We may want to think in terms of better quality information for smaller subsets of organisations. As indicated by our work on local listings, there are many organisations which don't feature on these lists and perhaps there is no particular reason why they should. Several hundred charities in this region typically spend less than £500 in a year and around 1,700 have expenditure of under £5000. Conversely we have also shown that the principal infrastructure organisations such as Councils for Voluntary Service appear to be well networked in that they have active contacts (at least as far as we can judge from their membership lists) with the majority, or at the very least a substantial minority, of organisations which have dual registration as both charities and CLGs. If these are the key players then we already have a relatively reliable time series of data on them, based on the register of charities, which will continue to expand.

We also reflect on the nature of the research, and balancing the intrusive nature of some of it (asking organisations to divulge their membership lists, surveying very small organisations that often consist of just two or three people, the regulatory burden of providing detailed information to the Charity Commission) with the results gained. We think that, based on our experience, the goal of producing a comprehensive picture of community assets – such as both regulated and unregulated organisations across an entire region - is an extremely ambitious task, but in our below-radar report we have suggested that a targeted approach, based on a small number of key listings, can cover much relevant ground. However, it is important to be aware of the limitations of such listings – and we make no apology for the extensive methodological discussion in our reports on them. 

We have found that investment in the voluntary sector in the region since the late 1990s does appear to have had an impact on the structure of the sector in the region. We have found an increase in the expenditure of charities as a whole over this period. There has been a particular increase in the numbers of charities involved with community development, associated with regeneration. There has also been divergence from the national picture in terms of charity formation, with the numbers of charities formed in the North East since 1997 keeping roughly steady, compared to lower proportions in England and Wales as a whole.

Finally, early results suggest that the recession of 2008 appears to have been a more important event for the sector in the Northern region – in financial terms at least – than the loss of EU funding two years earlier. Some recovery seems to be shown in 2009, but with the current squeeze on spending of both central and local government, and the possible increase in need that may result from the closure of public services, the financial prospects for the third sector in the region may again suffer. There are, however, some opportunities for the sector, both in the form of the government's localism and big society agendas, and its commitment to providing more opportunities for third sector organisations to take over public services.
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� � HYPERLINK "http://tsrc.ac.uk/Research/BelowtheRadarBtR/Micromapping/tabid/563/Default.aspx" ��http://tsrc.ac.uk/Research/BelowtheRadarBtR/Micromapping/tabid/563/Default.aspx�


� Wells, P et al (2009) Third sector and recession: an initial quantitative assessment (Capacitybuilders)


� Clifford, D., Geyne Rajme, F., and  Mohan, J. (2010) How dependent is the third sector on public funding? TSRC WP-45, available from � HYPERLINK "http://www.tsrc.ac.uk/Publications/tabid/500/Default.aspx" ��http://www.tsrc.ac.uk/Publications/tabid/500/Default.aspx� 





� Keohane, N, Parker, S and Ebanks, D. (2011) Realising community wealth: local government and the big society (London: New Local Government Network)


� A. McCulloch, J Mohan and P Smith (2010) Patterns of Social Capital, Voluntary Activity and Area Deprivation in England, paper presented at the Researching the voluntary sector conference, Leeds, September 2010. 


� J Mohan, L Twigg, S Barnard, and K Jones 2006 Volunteering, geography and welfare: a multilevel investigation of geographical variations in voluntary action. In Milligan, C and Conradson, D (eds), Landscapes of voluntarism: new spaces of health, welfare and governance (pp. 267-284). Bristol: Policy Press.





PAGE  
28

[image: image8.wmf]Proportion of organisations reporting year on year 

increases in Expenditure, 1995-2010

0.0

10.0

20.0

30.0

40.0

50.0

60.0

70.0

1995

1996

1997

1998

1999

2000

2001

2002

2003

2004

2005

2006

2007

2008

2009

North East

England and Wales

[image: image9.wmf]General Charities in the North East since 1995

0

100

200

300

400

500

600

1995

1996

1997

1998

1999

2000

2001

2002

2003

2004

2005

2006

2007

2008

2009

A - Number of organisations reporting

B - Mean expenditure of all organisations reporting

C - Mean expenditure of organisations reporting continuously

B

C

A

[image: image10.jpg]UNIVERSITY OF

Southampton



