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An objection to the Adventure Capital Fund’s use of the term ‘grant dependence’.
The Adventure Capital Fund, in its recent guidance on the Communitybuilders Fund, refers to ‘grant dependence’.  Indeed they say ‘organisations need to move away from grant dependence’. NAVCA thinks that this language and the thinking which underlies it is damaging to the interests of the local voluntary and community sector. 
Grant funding is a legitimate and effective means for funders to achieve their desired outcomes, where the aims and activities of voluntary and community organisations support and complement those of funders. Grants have relatively low transaction costs and can represent excellent value for money.

The term “grant dependence” is used to discredit grant funding, often in contrast with sources of earned income, such as contractual arrangements and trading activity. We acknowledge the potential risk to grant funding at a time of recession, when public sector finances are under severe pressure. However, other sources of income are equally uncertain in such times and carry their own potential risks. The resilience of voluntary and community action is enhanced when there is a mix of funding sources, so that organisations are not overly reliant on any one of these.

Grant funding plays a vital role in supporting local voluntary and community action and preserves the independence of the sector by maintaining the freedom and capacity of voluntary and community organisations to influence their own destinies and pursue their own missions and charitable objectives. In contrast, the experience of our members is that an over-reliance on contractual arrangements can result in voluntary and community organisations simply becoming agents for the delivery of closely specified state services, based on payment by results, where risks are inappropriately transferred onto providers. It may therefore be more apt for the Adventure Capital Fund to warn against “contractual dependence”, rather than “grant dependence”.
Grant funding arrangements also underpin the partnership relationship between the public and voluntary sectors. This relationship would be more accurately construed as one of interdependence and mutual benefit, rather than dependence. Public sector bodies need the services of voluntary and community organisations as much as voluntary and community organisations need the funding.
Independence from statutory funding is not a realistic aspiration for many voluntary and community organisations. However, retaining autonomy over their strategic direction, including the right to challenge, advocate and campaign, is an important principle which is at the heart of the distinctive value of the sector. Grant funding is an important means of preserving this autonomy.
This is not to argue against entrepreneurialism, income generation, loan finance or public service delivery by voluntary and community organisations. On the contrary, all of these have their place as part of the overall funding mix. Instead, we are arguing against the maligning of grant funding, as this threatens the existence of smaller voluntary and community organisations and undermines key strategic partnerships and local voluntary and community action.
We would urge the Adventure Capital Fund to re-evaluate the advantages of partnership, mutual benefit and interdependence, to reconsider its use of negative language with respect to grant funding and to acknowledge the legitimate place of grants as part of the overall funding mix.
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