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Charities and public service delivery

An increasing number of charities are delivering public services and the government is keen to harness the potential of the charitable sector in public service reform.  As the independent regulator of charities, we know that the public expect charities to operate to the same standards as other service providers, and recognise the importance of human rights legislation in this regard.  However, reporting and other regulatory requirements for compliance with the law must be appropriate and proportionate, to avoid overburdening small charities.
The benefits of charities delivering public services

Charities can bring unique qualities to public service provision.  They are close to users, often involving them in the design of services.  They have a reputation for innovation and the potential to reach groups who find it hard to engage with state-provided services.  The government has recognised this potential and is keen to harness it.  Charities have, in many cases, a long history of being in the vanguard of promoting the human rights of individuals and the equality agenda. Both the advancement of human rights and equality and diversity are recognised as charitable purposes.  
Small charities’ involvement in public service delivery

The charitable sector is top-heavy, with a small number of large charities and a huge number of small ones: of the 169,000 main charities on the register
, 85% have an income below £100,000; fewer than 700 have an income above £10m.  

In February, we published a report, Stand and Deliver, which was based on the first large-scale survey of charities delivering public services.  Our research revealed:

· Larger charities are heavily engaged in public service delivery.  62% of charities with incomes above £500,000 deliver public services.

· However, there is also significant involvement by smaller charities.  24% of charities with an income between £10,000 and £100,000 (possibly around 12,500 charities) are delivering public services.  

· More than half of those charities that said they would like to get involved in public service delivery in future had an income of less than £100,000.  
Possible implications of this Bill for small and medium sized charities

We believe that, in order to promote public trust and confidence in charities, the same legal principles should apply to them as to other service providers.  As a modern regulator committed to proportionate and risk-based regulation, we would urge that compliance requirements should be proportionate, in order to ensure that the smaller charities that already engage in public service delivery are not adversely affected, and those which have the potential to do so are not discouraged. 
Many of these charities are largely staffed by volunteers and have little capacity to access professional legal advice.  There is already a widely acknowledged capacity gap preventing many of them from taking on public service delivery, and over-regulation in this area could become an additional hurdle.
There is a lot of evidence to show that lack of full cost recovery is a particular issue for charities delivering public services.   Our own research showed that many charities are having to subsidise public services out of their own funds. It is vital that the potential costs of compliance with this Bill are assessed, and that charities are able to recover them from funders.  
Our recommendations

We recognise the lack of clarity for charities around their duties when providing public services.  We welcome debate in this area and endorse the principle that there should be a legal framework to protect the human rights of users of all public services, no matter who delivers them.   However, reporting and other regulatory requirements for compliance with the law must be proportionate, so that the benefits of diverse provision and the qualities smaller grassroots providers can bring are not lost.   Charities already benefit from differential thresholds in other areas of legislation, and consideration could be given to a similar approach with regard to charities providing public services and the application of human rights legislation.
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� At the end of March 2007, there were 190,477 charities on our Register.  Of these, 21,683 were subsidiaries or constituents of other charities.  This means that there were 168,794 “main” charities on the Register which are required to prepare accounts.








