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The ConDem coalition government has said that reducing the deficit is “the most urgent issue facing Britain”, arguing that their Emergency Budget and deep spending cuts are ‘unavoidable’. Unite, the largest union in the UK, with 60,000 members in the community, youth workers and not for profit sectors, believes this is wrong and the answer is not to shrink our public services and civil society in the hope that the hazy vision of the Big Society, with decreased funding, will fill the void. 
Cuts will lead to widespread job losses and service closures that will damage society, the wider economy and jobs. This massive ‘rolling back’ of available services under the flawed ideology of more for less will damage the quality of the services that remain. 
Unite members want an end to the expensive privatisation of services. They want strong public services delivered by the public sector in conjunction with the voluntary sector, where appropriate. 
The key is sustainable funding that enables all access to high quality provision rather than cuts to essential services which will lead to a postcode lottery of provision and a race to the bottom on quality, or worse again the loss of services altogether, and undoubtedly to some of the most disadvantaged in our society. Unite members therefore reject this government’s planned austerity package.
There is an alternative - we need economic growth through investment (Keynesian economics) in public services and civil society, not austerity cuts where providers who are less focused on quality in favour of cheap delivery will seize the opportunity to deliver services. At a time when demand is rising for public services, it is essential to invest in addressing this need rather than paying through the more acute and thus more expensive services. Above all we expect the Comprehensive Spending Review 2010 to make provision for what is best for all at this time.
What we know about planned cuts so far;
· In plans laid out so far by the ConDem coalition, actual cuts in public spending is £145billion over the next 6 years. That is 10.3% of our GDP – the measure of our economy as a whole – and twice the depth of the cuts that Thatcher made.
· The Treasury predicts these cuts will lead to at least 500,000 public sector jobs and between 600,000 and 700,000 jobs in the private sector being lost by the end of this parliament. However, the Charted Institute of Personnel and Development has estimated that government spending cuts could lead to up to 750,000 public sector workers losing their jobs. Professor David Blanchflower has concluded that the private sector job losses will be greater than Treasury estimates, as these are based on totally unrealistic assumptions. Other leading economists are also predicting similar job losses across the economy.
· Polly Toynbee of the Guardian wrote on the 6th of August 2010, “Far from finding themselves cherished, charities are taking a hard hit from the first round of cuts. The new Office for Civil Society (OCS), replacing Labour's Office of the Third Sector, has cut £11m from existing organisations that encourage volunteering. The youth volunteering charity ‘V’ lost a further £8m and probably 90 jobs with the abolition of its schools programme. Why cut experienced organisations and staff who know how to do the job? She than goes on to say “Charities are an essential buffer between state and market and a beacon for innovation, but the idea that a sector that is just 2.3% of the workforce can replace the welfare state is not so much fanciful as downright dishonest”.
· Croydon Council, as an example, has just cut its funding to charities by 70%. Many councils have recognised the advantage of cutting budgets for contracted areas of work will mean that the organisations will have to pick up the costs associated with redundancies, rather than pay these packages themselves.
· Other funding streams have been cut altogether or greatly reduced, making the money available in the sector far less. There are early indications that voluntary and corporate contributions have fallen since the beginning of the recession and there is increased pressures on trusts and foundations to address the shortfall.

· The sector has been asked how cost savings can be made in the sector by the Cabinet Office, and how “more for less” can be achieved.

· With the rise in VAT, the sector has now an increased tax burden which is often carried in the one area where savings can be made, and that is, for example in shared services, and joint working. This mitigates the Government’s objectives to reduce costs in the sector.
Are these cuts needed for the good of the economy?
· In short, they are not. The argument, from government and repeated across much of the media, is that these cuts are necessary to address the deficit as a result of spending by the Labour government. However, Unite, the TUC and many economists recognise that the deficit is not because of ‘reckless’ spending. Instead the deficit was caused by the sharpest recession in this country since WWII amid a global economic downturn.
· In contrast to what the government is saying, the cuts being implemented are likely to make the deficit worse. Public spending has an economic multiplier affect – that is, when public money is spent in a local area on staff, services and goods it generates more money and wealth in that area than the original spend. For example, the Association of Public Service Excellence has found that for every £1 spent by a local council, £1.64 is generated in that local area. Therefore when you cut public spending you not only lose the services and staff supported by that spending, but you also lose the additional money and wealth that would have been generated for local businesses. If we take the initial £1.165bn cuts imposed on local government this year, not only has this £1.165bn been lost but so has the extra £745.6million that would have been generated and could have helped pay back the deficit.
· In areas of the third sector, such as advice, the ratio for return on expenditure, or investment, in the sector is even greater. Here it is estimated that for every £1 spent on the service, it saves approximately £5 elsewhere in across the economy.

· This is also why, not only will the public spending cuts lead to public sector and civil society workers losing their jobs, but many jobs in the private sector will also be put at risk. Unite does not want to see a return to climbing unemployment and the economy tipped back into recession.
What other damaging impacts would the spending cuts have? 

· As well as pushing us back into recession, making the deficit worse and increasing unemployment the combined effects of the public spending cuts on services, changes to the benefit system and taxes is going to hit the worse off the hardest. Economists Tim Horton and Howard Reed have estimated that the total impact on the poorest 10% of households will be £1,514 a year – 21.7% of their household income. But the richest 10% of households are losing just 3.6% of their annual household income (£2,685 a year). This will push more households into poverty, increase inequality in our society and many housing charities have warned of families being made homeless because of government plans.
· The cuts to services will result in service users losing out. The interventions that the public and not for profit sectors make frequently benefit the most disadvantaged in our society the most. Now should be a time of investment in these services, particularly with the increased demand upon them.

· The impact on job losses will mean that much expertise is being, and will be, lost in the sector. There will also be fewer people available to deliver services. As a result of this, already overstretched staff will be placed under even greater stress to deliver services, which will have a negative impact on the working environment, service users and the health and wellbeing of staff.

· In a recent report by the Third Sector Research Centre, it noted that organisations are experiencing ‘Mission drift’, in other words in order to win contracts they are moving from their core aims. This could become challengeable under the rules of the Charity Commission. However, it demonstrates that the funders, those holding the purse strings are not only able to cut the size of the pot available but completely determine the service the successful organisation is able to provide, including changing the purpose of the organisation.

· The cuts have also been used as a way of opening up competition for contract to the profit sector, the private sector. Due to the size and scale of some organisations, their ability to reach targets, and there reduced concern for high quality standards, including the pay and condition of the workforce, some private sector organisations have been making bids to undercut other providers to deliver services on the cheap. This ‘Trojan Horse’ to privatisation of services is also ideologically supported by the ConDem government, which believes in the liberty of the market to determine outcomes.
What about the prime minister’s vision of the ‘Big Society’?
Unite, whilst very much part of civil society itself and having a rich history as part of the trade union movement, in serving local communities, has strong reservations as to how the ‘Big Society’ will meet the very different needs of that a cuts agenda will create. We believe that there are many issues that still need to be addressed and questions that seek answers. For example:
· Who is going to do all the volunteering when men and women will have to work to pay the household bills and the increased taxes that the coalition government is imposing alongside their cuts, in real terms, to the many public servants?
· Will quality and availability of services be compromised for cheapness? This contestable culture either destroys services in organisations willing to compromise or stops them winning bids, or even bidding for work in the first place.
· Where is the finance coming from when the contracts that charities bid for are being cut so heavily? If we look at the case of  the leading legal agency for asylum seekers - Refugee and Migrant Justice (RMJ) - which collapsed recently due to cash flow problems, how will decisions be made as to what is an important public services and what isn’t. Certainly in the case of RMJ we know that service user groups and frontline professionals were not consulted with by the funder, in order to provide the best way that their service could be delivered.
· What will the announcement (12/08/2010) by the Minister for the Cabinet Office, Francis Maude MP, on Pathfinder mutuals public service spin-offs really mean for staff and services in the years to come? Is fragmentation of services and those that win contracts to deliver them always in the best interest of the service user, or as significantly, will it create costs in later years? When a service is denied to a service user, s/he may fall through the net and/or end up requiring costly support packages. Cuts to pensions will create an increased burden and dependency on the state in years to come as the state will have to step in and financially support all those in pension poverty.
· If austerity measures are implemented, increased volunteering is not a replacement for jobs. Charities still need professional skills and good managers. If we want the sector to add quality then well-trained professionals need to do this. The ‘Big Society’ is smoke and mirrors for massive funding cuts and an avalanche of privatisation under the Tories.
· Cuts too in regulation, for example, health and safety regulation will be detrimental to the health and wellbeing of staff and thus the sector, and could create costs as more accidents will occur once safety is compromised.
What is the alternative? 

· The alternative is simply to invest in our economy so that it grows (Keynesian economics), not to make massive spending cuts so that it shrinks.
· There are lots of options available. Just for a start, for example, a tax on big financial transactions by banks can raise more than £3bn a year, £25bn is lost to tax avoidance by very wealthy individuals and companies each year, £4.7bn could be raised every year by introducing a 50% tax rate on incomes over £100,000, £2.8bn could be saved every year by ending the central government use of private consultants. 
· Social clauses must be written into contracts to ensure that providers of services have obligations to both service users and the workforce delivering services, including health and safety standards, equality measures, pension provision and training. Unite further believes that all government contracts should make provision for the living wage to become the new National Minimum Wage, as is occurring across many public sector bodies.
· Procurement processes have to be reviewed and simplified. With the government’s direction of travel there is likely to be greater diversification about how service are procured, audited and administered. This system needs simplifying, not making it more complex.

· Auditing bodies, such as the Audit Commission, continue to be needed to ensure that the quality of services are maintained, and the postcode lottery on service delivery does not re-occur.
· Services to ensure that the interests of the workforce are represented need to be developed. Of particular concern is the decrease in staff well-being accompanied by the increase in workplace bullying and work related stress. At a time when training is being reviewed and cut, management need to attain skills for managing its workforce well.
The Future
Currently many economists are examining how the government can take a different economic approach to resolving this banking crisis. Unite members believe that the sector should speak up with one voice to protect the interests of the sector and its service users, rather than to accept the broad flawed principles that this government is espousing..
