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About Families ACT 
Families ACT is a peak body supporting organisations working with children, young people and families in 

the ACT and surrounding region. 

Introduction 
Investing in Community Sector Organisations (CSOs) makes social and economic sense. Issues affecting 

communities, families and children are fundamental to the kind of societies in which we live, and the links 

between family relationship breakdown, poverty, socioeconomic disadvantage and homelessness are 

multifaceted and well documented. The community sector is characterised by organisations whose mission 

is to support children, families and communities in order to achieve positive social change.  

Families ACT believes that a relationship-based approach to service delivery is necessary on the part of both 

Government and CSOs. This approach will enhance the capacity of the community sector to effectively 

support children, families and communities. The way that Government procures services from the 

Community Sector sets the stage for an ongoing relationship. Processes which are driven by competition 

can damage this relationship and have a negative impact on outcomes for service users.  

The purpose of this paper is a first step in examining current approaches to funding services delivered by 

CSOs and to consider a possible new approach that could be adopted by both Federal and State/Territory 

Governments. Families ACT intends to consult its members about the issues raised in this paper and the 

possible new approach suggested. 

Structure of the paper 

The first part of this paper outlines the argument for changes to competitive tendering and proposes an 

alternate model. 

This is followed by appendices providing national and local case examples, which illustrate problems with 

current funding approaches. 

The final appendix summarises a literature review of some of the key concepts underpinning the argument 

for reform to procurement processes. 
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Way Forward? A possible new approach to funding Community Sector 

Organisations 

Funding objectives 

Progress has been made recently in reforming the environment in which CSOs are funded for service 

delivery. This includes the establishment of a national regulator, the Australian Charities and Not-for-profits 

Commission (ACNC), which aims to establish consistency and uniformity in reporting by community services 

and achieve a reduction in the ‘red tape’ which is currently an impediment to sector effectiveness. 

In addition, many Australian governments are working to achieve better funding processes and outcomes.  

We understand that there are examples of some governments, such as the ACT and Western Australian 

governments, using a ‘prequalification’ stage prior to tendering and a phased approach to funding 

respectively, in some funding processes.  We also know that ‘Partners in Recovery’ mental health funding 

from the Department of Health and Ageing (DoHA) is being rolled out on a regional basis with potential 

partners being asked to flag their interest and ability to work in a consortium through an Expression of 

Interest before submissions are formally assessed. 

However, while these examples exist, competitive models of funding CSOs have been used at 

Commonwealth and State/Territory levels since the 1990s with predominance and these models have 

negatively impacted on the sector’s ability to provide the best possible support to families (refer to 

appendices 1-3).  

Despite the efforts underway in various jurisdictions and through specific programs, it is critical that all 

funders adopt a consistent approach that is: 

 cost effective, efficient and results in non-duplicated service delivery; 

 evidence based; and 

 accountable and transparent, including appropriate quality and performance management.  

In particular, it is important that in providing flexibility and innovation in approaches to funding that 

transparency is maintained.  For example, if competitive tendering as the predominate model is moved 

away from, participants must be clear about what it is being replaced with, and it should not be done on an 

ad hoc basis where participants have not been given the opportunity to understand in advance that funding 

processes and rules have changed. 

Families ACT has undertaken considerable research, including consultation to understand the impacts the 

current funding approach is having on CSOs delivering support services.  Three key issues have been 

identified: 

1. The tension between a competitive funding model and the benefits of collaborative and integrated 

service delivery approaches; 

2. The impact of resource intensive tendering and reporting processes on CSOs’ capacity to provide 

services ; and 

3. Inadequate and/or short-term funding threatening the viability of CSOs. 
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Key issues 

1. The tension between a competitive funding model and the benefits of collaborative and 

integrated service delivery approaches 

Competition for funds and threats to viability make it difficult for CSOs to maintain positive, collaborative 

relationships. Indeed assumptions that competition drives efficiency are not valid in non-market economies 

where there is a single purchaser who sets the price. We believe efficiency can be increased by building on 

existing capacity, supporting collaboration and sharing information. Identification of suitable providers 

could rely much more on local area consultation, with competition limited to those areas where an 

agreement cannot be reached. An effective model must allow both government and local service providers 

to enter into discussions about factors such as which services best fit the profile of the organisation; 

community need; capacity or limitation factors; and whether there is potential for collaboration or 

partnership between providers. 

 

2. The impact of resource intensive tendering and reporting processes on CSOs’ capacity to provide 

services 

Engaging in government procurement processes can be unnecessarily repetitive for agencies. The cost and 

effort required for tender preparation can be particularly problematic for small agencies with limited 

resources, and can ultimately privilege large and better resourced providers who may not necessarily be 

best placed to deliver services. The tendering process is also time-consuming for departments. We believe 

that a funding process based on mature relationships between government and providers can ultimately 

reduce transaction costs over time. We also believe that efficiency and savings can be achieved through 

long-term goal alignment. While we acknowledge the need for accountability when managing publicly 

funded programs, a more streamlined system would reduce administrative demands and allow more 

funding to be directed to program outcomes. 

3. Inadequate and/or short-term funding threatening the viability of CSOs 
Short-term funding agreements and partial or inadequate funding of programs belies an assumption that 

organisations don’t need infrastructure funding or extra on-costs associated with running programs. CSOs 

in a competitive environment can feel trapped into offering services below cost. Yet there must be some 

secure base funding to ensure the sustainability of CSOs delivering vital services on which communities 

depend.  Indeed without secure, long-term funding that covers all reasonable and relevant costs, 

relationships can’t be developed, long term strategic planning cannot occur, and collaboration and 

integration will be more difficult to achieve. 
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‘Phased Purchasing’: A possible new approach 
Families ACT proposes a possible a model for the distribution of new money that achieves the following: 

 Saves on resources on the part of both government and CSOs; 

 Efficiently identifies and mitigates funding risks; 

 Is collaborative at its core; 

 Emphasises the ongoing viability of CSOs; 

 Encourages mature relationships between government departments and CSOs; 

 Links the process back to positive outcomes for those receiving services (e.g. families, children). 

It consists of four stages, each progressively escalating the level of resource allocation, thus minimising 

resource wastage for both government and agencies. 

Phase 1: Pre-qualification 

The initial phase of the process is a pre-qualifying stage that enables agencies, including new players, to 

demonstrate their legitimacy.  At this point the sole objective is to provide sufficient evidence of an 

agency’s suitability to be involved in the procurement process. At present this process is unnecessarily 

repetitive for agencies and time-consuming for departments. In an online register agencies would provide 

their details, rules or constitution, governance arrangements, demonstration of financial viability, 

certificate of currency (insurance), and any other necessary information to validate their suitability as an 

organisation.  This would be an open-ended register, used across departments, to be opted in or out of at 

any point in time. The proviso would be that agencies warrant the currency, accuracy, and 

representativeness of information and update if necessary on at least an annual basis.  Every four years the 

registration could lapse, requiring agencies to re-enter to ensure that accuracy of information does not 

lapse over time. 

Phase 2: Registration of General Interest 

Ideally, the first two phases would be combined, however logistics and departmental practicalities may 

require separation. At this point in the process agencies, again on a rolling opt-in/opt-out basis, enter their 

interest into a register by specific service type, geographical area and relevant and current contact details.  

Only agencies in the pre-qualifying register would be permitted to enter information in the Registration of 

General Interest Register.  No evaluation of agencies occurs at this phase.  The purpose is to be inclusive, 

encourage self-determinative and to provide an effective contact list for further phases.  This would ensure 

that all suitable, interested agencies have an opportunity to be involved in the process of their choice and, 

importantly, would reduce the cost and time impost on Government of advertising tenders. 

Phase 3: Expression of Interest 

The third phase in the process would occur at the point where new money is available and services are 

required. As the first two phases have taken place outside the time constraints of a procurement process, 

this phase can be short and focussed, gathering Expressions of Interest (EOIs) from those on the contact list 

of suitable services in the pre-defined service and geographical areas. A simple EOI request could be 

generated and sent electronically to relevant agencies.  The EOI should be short and require minimal 

information in order to create a short list of applicants for the full tender process. 

A key element of the proposed model would be that, once agencies have submitted EOIs, collaboration 

between those agencies would be encouraged and facilitated. A list of those agencies would be posted to 

an online area, accessible solely to them. In the interest of privacy, organisations would have the option of 

not being listed, however, the purpose of this list would be to provide the opportunity for these 
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organisations to consult with each other and develop cooperative ventures if they so wish. Doing so may 

produce a more streamlined result in the tender process and result in more integrated service provision 

without aggressive competitiveness. It would also be useful to agencies who may have missed the 

opportunity to join a consortium to enter a collaborative bid because they are aware of which other 

agencies are tendering in the process. 

Phase 4: Application to Supply Services 
This final phase of the process is the application to supply services. The previous phases have reduced both 

the quantity of information required and the number of agencies who are invited to tender. They have also 

helped to mitigate risk, providing transparency, accountability and equity. Compared to a full tender 

process, the resource impost for all concerned is much lower, and the time required from the point of 

request for procurement to actual decision-making and rollout of services is significantly reduced. It may be 

that in some cases the final phase is not required because agreement about the most suitable agency has 

eventuated at Phase 3, however any tender process that does occur should encourage consortia and 

collaboration. 

Some comments on implementing this approach 

To optimise the implementation of such a model, Families ACT suggests that reporting should be 

standardised across Commonwealth and State/Territory programs. Good quality data is in the interests of 

both the sector and government, but overly prescriptive reporting requirements impose a burden on 

providers. In recognition of this, the Productivity Commission recommended that, where feasible and 

appropriate, ‘governments should rely on existing quality assurance frameworks rather than creating 

contract-specific accountability and reporting mechanisms’ (2010: 339).  

Families ACT suggests a breakdown of 75% standardised data, with the remaining 25% tailored to program 

type. This could be linked to the ‘Charity Passport’ mechanism, whereby a set of standardised data is 

reported by CSOs to the ACNC to meet the baseline corporate and financial requirements of 

Commonwealth Government agencies. The passport is part of reducing the regulatory burden and 

simplifying the interaction of CSOs with the ACNC and the Government (ACNC, 2012). 

Families ACT also suggests that contracts longer than three years would provide greater security of tenure 

for organisations. This is likely to eliminate many of the problems associated with constant competition. 

Longer contracts will also save resources in the long run. 
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Conclusion 
The community sector plays a major role in the provision of services on behalf of Commonwealth and 

State/Territory governments, and CSOs have a unique capacity to respond to new and emerging needs. The 

process of CSOs delivering government-funded services is distinct from other government procurement 

processes because of the nature of the services being delivered, the characteristics of the sector and the 

central importance of trusting relationships to service delivery. 

Families ACT believes that much could be done to improve the outcomes for clients of CSOs if the approach 

used to provide government funds to CSOs took better account of the particular needs of the sector, 

including the issues discussed above. We believe that this can be achieved whilst still adhering to the core 

funding principles of government. We are willing and well placed to work with government towards this 

outcome. 

This paper has examined current approaches to funding services delivered by CSOs and to consider a 

possible new approach that could be adopted by both Federal and State/Territory Governments. Families 

ACT intends to consult its members about the issues raised in this paper and the possible new approach 

suggested. 
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Appendix 1: The Commonwealth Context 

This section provides a case example of a Commonwealth funding process. 

Federal Funding of Family Support Services 

The family support sector is vibrant and diverse; some family support organisations have been part of the 

Australian landscape since before Federation; others have formed more recently as a response to emerging 

community needs or a newly defined cause. All contribute value to our society that warrants recognition 

and support. 

Federal funding of family support services has been historically based on a recurrent, submission-based 

model. This was phased out during the late 1990s, giving way to open tendering for services, which could 

include formal Service Agreements or contracts, which specify the performance measures expected in 

order to meet certain program outcomes. These arrangements reflect a purchaser-provider model.  At the 

same time, funding for family and relationship services became increasingly triennial, with new monies 

subject to tender. Coordination, co-location and networking were seen as important determinants of 

allocations, and accountability and transparency were considered a fundamental part of funding (AIHW, 

2001). 

There are a number of significant challenges to the sustainability of community organisations delivering 

government funded programs such as the Family Support Program (FSP). Specifically: 

 Funding levels have been eroded due to inadequate indexation, resulting in substantial under-

investment in some services – particularly those that have a long history; 

 There is a lack of transparency in funding models and very little review or evaluation on the 

adequacy and fairness of costing methodologies; 

 There has been little or no investment in infrastructure; 

 There have been very onerous limitations on the use of funding, preventing investment in 

infrastructure, assets and equipment; 

 Back to zero acquittal requirements prevent organisations from carrying any surplus funds across 

funding cycles or building reserves (FRSA, 2009). 

Over the past decade the quality and nature of the relationship between government and the family and 

relationship services sector has fluctuated. A challenging development has been service models with high 

compliance costs and limited flexibility to take account of the differing sizes and structures of service 

delivery in the sector; another has been data collection and inappropriate timeframes for implementing 

program changes. This has been countered by positive developments such as the establishment of joint 

sector-government working groups, a preparedness to engage in dialogue on issues of long standing 

complexity and a commitment to sector consultation. 

The current Labor Government has espoused the central role played by the community sector in achieving 

an inclusive Australia. Between 2009 and 2010 the ‘National Compact: working together’ was developed – 

an agreement between the Australian Government and the community sector to find new and better ways 

of working together. A key principle of the Compact is a relationship between the Government and the 

sector based on mutual trust and respect.  Another is a recognition that ‘authentic consultation, 

constructive advocacy and genuine collaboration between the not-for-profit sector and the Government will 

lead to better policies, programs and services for our communities’.  
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Implementation of the Compact is focused on eight priority actions and is aligned with the government’s 

reform agenda relating to the not-for-profit sector and social inclusion. These include documenting and 

valuing the sector’s contribution; protecting the sector’s right to advocacy irrespective of existing funding 

relationships; reducing red tape; and simplifying and improving financial arrangements, including funding 

and procurement arrangements (Australian Government, 2011).  

The Family Support Program 
The importance of appropriate funding arrangements has been identified by agencies funded as part of the 

Family Support Program (FSP) (and previously the Family Relationship Services Program (FRSP), Parenting 

Services Program and Children’s Services Program). The level of funding agencies  receive under this 

program varies. Equally for some organisations the funding represents a greater percentage of the annual 

operating budget than for others. In 2004 FaHCSIA and the Attorney-General’s Department commissioned 

a review of the FRSP, which undertook extensive consultations with FRSP-funded agencies. A key finding 

was the increasing inadequacy of Program funding for reasons including a growing workload, rapidly 

increasing overhead costs, and the increasing difficulty and complexity of the cases with which they were 

dealing. Agencies typically reported a widening gap between costs and FRSP funding, difficulty meeting 

costs not specifically covered by FRSP funding and inadequate funding relative to community need. 

The 2004 review described the FRSP tendering process, conducted according to the Government’s 

competitive tendering and contracting principles. The tender process asks questions about service delivery 

model, location, networking, partnership, client group and the need for services. The review found that 

agencies expressed reservations about the implications of these principles when applied to FRSP services 

delivered by NFPs. Concerns about the consequences of competitive tendering included the cost and effort 

of tender preparation; service fragmentation and inadequate allocation of funds and services; and the way 

in which the process discouraged communication and cooperation between service providers. The review 

recommended that the approach to competitive tendering should be reviewed in order to reduce 

counterproductive impacts. For example, tenders should be required to explain clearly how they would 

help consolidate FRSP services, simplify client access and capitalise on existing or underused infrastructure.  

In addition, there are concerns that recent competitive selection in the FRSP/FSP has resulted in very few 

new providers securing funding in their own right. There is also a tendency for organisations to apply for 

funds outside their specialist areas due to uncertainty regarding the allocation of funding in their core 

interest areas (FRSA, 2009). 

Concern has also been expressed about the impact of funding cuts to the FSP, announced in the 2010 

Federal Budget. These cuts have reduced the amount of ‘free time’ provided to clients and increased the 

cost of accessing compulsory Family Dispute Resolution. Agencies feel this is at odds with the Government’s 

priority to provide improved access to justice, especially for vulnerable and disadvantaged clients. These 

clients are the ones most unlikely to be able to pay the fees, which can cause dilemmas for agencies when 

demand outstrips supply.  
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Case Example: Implementation of Family Relationship Centres 

In 2005, the Australian Government announced reforms to the family law system, a feature of which was 

the establishment of 65 Family Relationship Centres (FRCs) across Australia. The implementation of FRCs 

provides a useful case example through which to examine the competitive funding process. A Business 

Partnership Agreement between FaHCSIA and the Attorney General’s Department (AGD) established the 

FRC rollout between 2006 and 2008 and selection of locations and providers was conducted by AGD in 

consultation with FaHCSIA. For tender assessment, a clear methodology was outlined and a three-round 

competitive process established, with applications from consortia strongly encouraged. Potential applicants 

were invited to submit applications to operate FRCs in the predetermined locations. They were required to 

address four criteria: Suitability of the organisation to deliver the services; Ability of the organisation to 

achieve the proposed objectives and outcomes; Capacity of the organisation to manage the FRC in the 

location; and The organisation’s financial viability (ANAO, 2010). 

Fifteen providers were selected in the first round in 2006 (which was managed by FaHCSIA), and 25 

providers were selected in each of the remaining two rounds in 2007 and 2008 (managed by AGD). The 

majority of funding (97%) was allocated to existing service providers. 

In 2010 the Australian National Audit Office (ANAO) conducted an audit of the implementation process. It 

found there was a lack of documentation supporting the 2006 assessment and, although there were 

improvements in the 2007-08 assessments, there remained a lack of information in some cases about how 

similarly rated tenders were distinguished for selection. Moreover, the absence of explicit funding 

information (such as the proposed funding, the funding period or a comparative assessment of value-for-

money) did not assist the Attorney-General in performing his role, which limited the transparency about 

how preferred applicants were selected (2010: 23). 

Butcher (2011) commends the process on its collaborative and collegial procedures. He also identifies a 

number of adverse effects on service providers, including opportunity costs associated with the preparation 

of tenders, heightened competition between organisations who had previously been collaborators, 

burdensome compliance reporting and the subordination of agency mission to government policy. He 

argues that although the competitive selection process was justified partly on the basis that it would 

promote provider diversity and draw new entrants to the family law services ‘market’, the vast majority of 

tenders were awarded to a relatively small number of larger, established organisations. Butcher’s research 

found that the sector was, and largely remains, sceptical about the appropriateness of the process. 
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Appendix 2: The ACT Context 

This section provides a case example of a Territory funding process. 

ACT Government Funding of Family Support Services 
Family support in the ACT is the responsibility of the Community Services Directorate (CSD) through the 

Child, Youth and Family Support Program (CYFSP). Literature and reporting on family support in the ACT is 

limited, however incidental feedback from ACT family support organisations concurs with what has been 

written, indicating that the process has been generally under-planned and inadequately evaluated, with 

historical funding arrangements that have grown in an ‘ad hoc’ manner, based on organisations’ 

identification of needs.  

In 2004 the Department of Education, Youth and Family Services commissioned consultants Morgan, Disney 

& Associates to review the extent to which the family support services in the ACT were meeting the needs 

of families and to ‘advise on strategic directions for the Program, including future funding arrangements 

and sector development needs and priorities’ (Morgan & Disney, 2004: 15). The Family Support Program 

was described as being ‘everything to everyone’, dealing with a multiplicity of problems and people in a 

system many found ‘too complicated to negotiate'. Service contracts and reporting requirements were 

found to be inflexible. 

According to the report, positive aspects of the system included the move away from purchaser-provider 

models; the trend towards three-year funding; the Department’s willingness to listen to community sector 

partners; and the Department’s flexibility in allowing a wide range of service delivery models. Yet major 

issues included funding that came from a range of sources, leading to multiple reporting and heavy 

accountability demands on agencies; a mix of funding models including submission-based and prescriptive; 

and lack of funding for infrastructure (Morgan & Disney, 2004: 53). 

The report recommended a more coherent approach to the policy and funding of support for families, 

building of the strengths of the system but with significant change to be implemented. It argued that the 

complexity of family support work necessitated organisations working together through linked and 

coherent services systems. This, in turn, would require different and more flexible funding and contract 

arrangements. The authors were hopeful that such changes would lead to improved partnerships across 

government and between government and service providers (Morgan & Disney, 2004: 6). 

Future funding guidelines and arrangements, according to the report’s authors, must sit within a coherent 

and cohesive framework. They argued that the essential elements of a funding framework are: 

 Definition of scope and target population; 

 Broad overarching objectives; 

 Principles; 

 Broad outcomes; 

 Performance measures based on quantitative and qualitative data; 

 Negotiated and achievable accountability requirements; 

 Planning and participatory approaches and mechanisms; 

 Development strategies; 

 Auspicing and governance or management arrangements; 

 Review and evaluation strategies (Morgan & Disney, 2004: 60). 

 

The review provided for an evaluation to occur after two years. The evaluation did not occur.  Changes to 

the manner of CSO consultation occurred without consultation.  Finally, increasing client numbers placed  
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pressure on statutory services such as Community Youth Justice and Care and Protection resulting in 

internal CSD pressure to develop a new framework which would enlist CSO services in management of this 

client pressure. 

In late 2009, the ACT Family Support Program was merged with the Youth Services Program to create the 

new Child Youth and Family Services Program (CYFSP). A new Service Delivery Framework 2011-2014 for 

vulnerable children, young people and their families was released, following a consultation process, in 

January 2011. It was intended to reform the service sector in a range of ways.  

Case example – Child Youth and Family Support Program (CYFSP) 

The new Service Delivery Framework was released in January 2011 along with a request for tender for 

services under the framework to be procured through select source. It had been anticipated that the 

procurement process would be complete by the end of June, however delays meant that only some of the 

successful providers had been notified by October, with the remainder notified by December 2011. The 

new CYFSP commenced on 1 March 2012. Despite the espousal of a government-community sector 

partnership in the new Framework, there was little information released to explain why some organisations 

were unsuccessful in the tender process. The limited information was explained in terms of ‘standard 

commercial practice’. Some unsuccessful agencies who were partners in consortia tenders believed that 

the tender process had encouraged joint funding applications, but felt they had been penalised for 

submitting a consortium bid. One such agency was informed that their lack of success was due to a failure 

of ‘due diligence’ in vetting their tender partners. 

Most stakeholders involved in the delivery of family support in the ACT, including advocacy groups such as 

Families ACT and the Youth Coalition of the ACT, support the CYFSP program in principle. The intent to 

decrease the complexity of the service system by streamlining referral and intake pathways, improve the 

capacity of funded service providers in partnership with other primary service providers and enhance the 

promotion of services is generally embraced. However providers have identified a number of fundamental 

issues with the funding allocation process in its current form.  

The addition of two elements – the Information, Engagement and Coordination Service and regional 

Network Coordination roles – in the new CYFSP framework were not adequately recognised in funding 

allocations. As a result, the development of these two objectives has come at the expense of frontline 

service supports, leaving a significant shortfall in capacity of the CYFSP. The Youth Coalition of the ACT and 

Families ACT estimate that this equates to financial shortfall of $1,288,213 per year across the family 

support system in the ACT.  

Other issues identified include increased pressure on youth services, many of which are unable to meet 

referrals due to the reduction or closure of youth ‘drop-in’ services. The new CYFSP framework has shifted 

the focus to providing more outreach support mechanisms, yet the sector has already identified a need for 

both anchored and outreach services to meet demand. Workforce issues have also been highlighted as a 

key concern with the new framework, with services unable to attract a more skilled workforce to target 

client groups with complex needs.  

Some CSOs feel the tender process demonstrated a misalignment between policy objectives and the 

service delivery reality. They have argued that it essentially imposes a Community Services Directorate view 

of service target and delivery without providing direction about the implementation of the framework nor 

an adequate understanding as to how government should work with community service partners. 
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Appendix 3: Literature Review 

The literature review summarises some of the key concepts underpinning the argument for new approach 

to procurement. 

Introduction 

‘The third sector sees governments as applying market concepts and models opportunistically and 

inconsistently, drawing on earlier models when it suits and funding only a ‘contribution’ to the costs of 

activities while imposing excessive demands for accountability. There is a strongly felt view that the drive for 

reform in community services has given too little recognition to the negative impacts of reform on 

community organisations’ (Rawsthorne & Shaver, 2007: iv). 

National and international trends in public sector reform mean government agencies are increasingly using 

market-type mechanisms, such as contracting, for the provision of goods and services. The privatisation of 

service delivery is generally believed to be more effective and efficient, avoiding overlap and duplication 

which were seen as problematic in the 1980s and 1990s. Governments fund Community Sector 

Organisations (CSOs) to deliver services that they view as citizen entitlements or part of the social safety 

net (Productivity Commission, 2010), and CSOs have increasingly been urged to greater efficiency within 

this framework. A key development has been to move away from providing grants to organisations, 

entering instead into contract arrangements through service agreements or competitive tendering 

processes. 

The Community Sector plays a major role in the provision of services on behalf of government, and has a 

unique capacity to respond to new and emerging needs. The distinct character and organisational form of 

CSOs arguably necessitates a different relationship with government to that of the private sector. In its 

Review of the Contribution of the Not-for-Profit Sector the Productivity Commission (2010) identifies some 

key characteristics of the Community or Not-for-profit (NFP) sector: 

The sector is diverse, but NFPs display some common behavioural patterns: 

 Whereas the behaviour of for-profit business is driven mostly by their desire for profits, the 

behaviour of NFPs is driven mostly by their mission or community purpose. 

 Demonstrated commitment to their community-purpose underpins support for their activities, 

whether by members for member-serving NFPs, or by donors and government who provide funding 

for community-serving NFPs. 

 Processes, often highly participatory, matter for NFPs because they provide value to the volunteers 

and members, and because of their central importance to maintaining trusting relationships that 

form the basis for effective service delivery. 

 

Most CSOs are at least partially dependent on government funding, but over the past 15 years it has been 

evident that market forces applied to CSOs can be problematic in a range of ways. Family support 

organisations must be mission/values driven and integrated into the communities in which they work. 

Applying market forces can affect the capacity of service providers to respond to needs, the ability of 

clients to access their services, and in the capacity of government to effectively manage service planning 

and funding (Ohlin, 1998).  
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Concepts 

The Government-CSO Relationship 

A commonly expressed concern in the literature relates to the narrowing role of CSOs in contracting 

arrangements to that of ‘provider’, and about the impact of this narrowing on the integrity and mission of 

the NFP. Rawsthorne & Shaver (2007) found that contractual funding arrangements did not always have 

the anticipated adverse effect. Yet arguments to the contrary prevail. The FRC implementation process 

described in Appendix 1 was found by Butcher (2011) to result in the subordination of NFP mission to 

government policy and a consequential loss of organisational identity as a result of branding protocols and 

contractual compliances. A study by Considine (2003) on the implications of contracting for the Australian 

Job Network found that the process posed threats to NFP ‘distinctiveness’ – compromising the assets that 

make these organisations vital to society in the first place.  

Some academics have drawn on the concepts of agency and stewardship as a way of examining 

Government-CSO relationships. ‘Agency theory’ refers to centralised management behaviour, whereas 

‘stewardship theory’ assumes goal convergence because of shared collective interests between 

government and the contracted organisation (Van Slyke, 2006)., A ‘principal-agent’ relationship suggests 

conflict between the power and wealth maximising behaviour of the principal, and the utility maximising 

behaviour of the agent. A ‘principal-steward’ relationship, by contrast, is based on trust, reputation and 

collective goals, and while it may initially involve a higher investment, particularly of time, transaction costs 

will diminish over time. This has significant implications for monitoring and reporting, for example. 

Whereas the principal in a principal-agent relationship will use compliance-based monitoring, incentives 

and sanctions to achieve goal alignment, in a principal-steward relationship, the investment in a 

trustworthy relationship will lead to long-term goal alignment (Van Slyke, 2006).  

It is arguable that partnership ‘rhetoric’ has increased in the public sector in recent years, but researchers 

caution about ‘forced partnerships’ that compromise CSO identity (O’Shea, 2007: 68). Brinkerhoff (2002: 

25) argues that true partnership occurs where mutuality and separate organisation identity are maximised. 

Thus contracting does not represent a partnership situation because specific organisational characteristics 

and contributions – determined by one organisation – are sought in another to fulfil predetermined ends 

and means. He warns about governments engaging ‘partners’ without considering necessary changes to 

their own behaviour to make partnerships effective. 

The National Compact represents a positive starting point towards valuing the diversity, innovation and 

leadership of the Community Sector, and recognising the importance of relationships between Government 

and CSOs characterised by mutual trust and respect. 

Competitive selection 

It is claimed that competitive tendering, when applied intelligently and clearly, can lead to improvements in 

accountability, quality, cost-effectiveness, and the provision of benefits to clients, taxpayers and the 

community. Savings can be used to provide more and better services. Competitive processes can, in theory, 

maintain a focus on outcomes, lead agencies to review their activities in relation to current policy goals, 

encourage flexible and innovative solutions and promote provider diversity by encouraging new entrants to 

the market (Industry Commission, 1996). Yet the unintended consequences of competitive tendering are 

becoming increasingly evident. Commonly cited drawbacks are that it:  

 Imposes significant cost and effort in tender preparation;  

 Privileges large and well-resourced providers;  
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 Results in inadequate allocation of funds and services leading to service fragmentation;  

 Discourages communication and cooperation between providers;  

 Decreases job security, with a resulting risk of further workforce challenges for the sector;  

 Compromises the mission/integrity of CSOs;  

 Has a focus on inputs and outputs rather than outcomes or attention to client needs; 

 Promotes accountability which tends to be one-directional, i.e. from CSO to government. 

Reporting and accountability 

The way in which reporting and accountability take place depends on the nature of government-CSO 

‘partnerships’. In theory government reporting requirements would solicit information through which 

services could understand more about their client group, identify gaps and develop strategies to address 

these gaps (Rawsthorne & Shaver, 2007: v). Concerns about reporting requirements include their limited 

positive impact on planning and targeting of services (Rawsthorne & Shaver, 2007); and intensity of 

monitoring being perceived as distrust, which may lead CSOs to reduce their work efforts (Van Slyke, 2006). 

Criticisms of data collection include the lack of meaningful input into subsequent planning and policy 

decisions (Meagher & Healy, 2003). The Productivity Commission noted that reporting requirements must 

walk a fine line between ensuring accountability in the use of public funds, and providers having sufficient 

autonomy to design and deliver their services. It identifies an urgent need for governments to streamline 

contracting and reporting requirements (2010: 338-9). 

Questions have been raised about whether CSOs delivering funded services are accountable primarily to 

governments, clients or the community. Flack and Ryan (2005) argue that emphasis on ‘upward and 

external’ accountabilities serve as a control tool on the CSO sector, detracting from ‘downward and 

internal’ accountability which can more effectively build the long-term credibility and capacity of the 

sector. While mechanisms such as reports and financial details play an important monitoring role, their 

research found ‘multiple and irreconcilable differences’ in the reporting requirements of government 

funding programs, imposing significant compliance costs and resulting in incomparable data. They advocate 

an internal accountability within organisations which ‘contributes to the longer-term self-evaluative 

framework and ensures capacity building at the sector level’ and ‘contributes to the more complex issue of 

the non-profit sector’s role in the issues of social and political change’ (Flack & Ryan, 2005: 6).  

Focus on Outputs/Outcomes/Clients 

An ‘outcomes-based’ model of funding shifts the emphasis from outputs (services provided) to the 

outcomes that will be achieved. However there is debate over whether it is possible to ‘purchase’ 

outcomes. This is because of the difficulty of defining, agreeing on or accurately measuring outcomes or 

success, and the fact that many outcomes can only be observed in the long term. The Protecting Australia’s 

Vulnerable Children Inquiry reference group, for example, did not consider a transition to outcomes-based 

funding beneficial for Victoria’s Child Protection System, but recommended increased flexibility of funding 

arrangements. They argued that, rather than being outcome-centred, arrangements should be client-

centred, with a purposeful linking to vulnerability of children and families (Victorian Government, 2011). 

Yet the Productivity Commission (2010) favours an outcome focus for the specification of reporting 

requirements. 

Supply and demand issues 

The disjuncture between funding and demand is commonly raised, with funding approaches often focussed 

on the capacity of the system rather than client needs. A review of Victorian models of funding child 

protection indicates the need for improved planning, recommending that new budget initiatives come in 

anticipation of demand pressures rather than in response to them (Victorian Government, 2011). 
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Governments should be clear about whether they are fully funding particular services or activities or only 

contributing to the cost and, in that case, the extent of that contribution. The Protecting Australia’s 

Vulnerable Children Inquiry recommended that governments should fully fund all services that they would 

otherwise provide directly – that is, services that are part of the social safety net or an entitlement for 

eligible Australians. The Productivity Commission (2010) recommended that funding should cover all 

reasonable and relevant costs, including overheads, staff training, governance support, annualised cost of 

capital, evaluation and the costs of meeting standards and regulatory requirements.  

Sustainability 

Integrated support services are, arguably, best delivered by sustainable ‘mission focussed’ organisations 

embedded in local communities. These organisations are best placed to adapt over time to their 

communities’ changing needs. The majority of organisations that deliver support services have 

longstanding connections with their local community. They have developed insight into and understanding 

of its strengths and weaknesses and are well placed to understand the nature of support services most 

likely to be effective. One of the challenges to sustainability has been the short term nature of funding 

agreements. Moving from one year to three year funding cycles has demonstrated a longer term 

commitment, however research increasingly identifies that real impact occurs over much longer 

timeframes than three years. For example, Vinson (2007) identifies that geographic disadvantage is inter-

generational and warrants sustained funding commitments over periods of 10-15 years. More recently, the 

Evaluation of the Stronger Families and Communities Strategy (2009) concludes that three years is a 

relatively short timeframe for developing new approaches and determining impact.  

Advocacy and representation 

In the discussion paper ‘Silencing Dissent’, Maddison et al (2004) describe the role of community 

organisations as essential to a healthy and robust democracy, important intermediaries between 

community and government. They convey to governments important information about the needs and 

preferences of a wide range of groups in the community. Maddison et al describe the many ways in which 

the role of community organisations has been undermined, including: 

 Advocacy not being recognised as a legitimate activity for charities. 

 Established partnership arrangements between NGOs and government disregarded in favour of 

competitive models in which not-for-profit organisations are encouraged to imitate the practices of 

for-profit enterprises. 

 Funding agreements being used to restrict advocacy or representation. 

Similarly, O’Shea (2007) and Onyx (2008) argue that government funding arrangements impact community 

organisations’ ability to participate in policy debates and advocate with integrity on behalf of their 

constituents.  
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