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Introduction
This paper summarises the key themes that emerged from two focus groups run by DJS Research as part of the Scottish Third Sector Tracker project, conducted on 11th March 2026. The focus groups were designed to explore third sector organisations’ current experiences and perspectives on funding and relationships with funders and to provide qualitative insight to complement the Tracker’s more quantitative findings. The topics for discussion were informed by the latest findings from the Tracker and input from the Tracker advisory group. 
Participants included representatives from a range of third sector organisations in Scotland, reflecting diversity in size, geography, and area of operation. The findings presented here highlight common issues, points of divergence, and emerging trends raised during the discussions.
These insights are intended to inform policymakers, funders, and sector bodies about the challenges facing the third sector. 

Methodology 
This research used qualitative focus groups to explore participants’ perspectives on funding and relationships. Focus groups were selected to facilitate interaction between participants and to generate rich, collective accounts of shared experiences, attitudes, and meanings associated with the topic. 
Participants were recruited from member organisations of the Scottish third sector tracker who had reported funding delays or reductions in the latest wave. Recruitment took place via email. 
A total of 12 participants took part in the research, across two focus groups, each consisting of six participants. This group size was considered appropriate to promote discussion while allowing all participants the opportunity to contribute.
Data were collected through semi-structured focus groups conducted online on March 11th, 2026. Each focus group lasted approximately 45 minutes and was facilitated by a trained researcher from DJS, with a second researcher present to take notes. A topic guide was developed by SCVO and DJS and shared with participants in advance of the focus groups. 
DJS provided detailed notes and recordings of the focus groups to SCVO. Data were analysed using thematic analysis and a summary of the discussion and key findings are captured here. Confidentiality has been maintained by removing identifying information. 

Summary
Across both focus groups, participants described a funding environment that is increasingly unstable, competitive, bureaucratic and misaligned with community need. Many spoke of a “soul-destroying process building a funding pipeline” in which success rates are extremely low— “1 of every 10 they might be semi successful” —and options are shrinking, with “not loads of other funding options… because of how competitive the landscape is just now”. Narrow and sometimes “whacky” criteria further disconnect funding from real need. This scarcity and uncertainty are forcing organisations to rely on reserves, with many “using reserves to pay wages” and “depleting their reserves”, placing long-term sustainability at risk.
Participants reported heavy administrative burdens and disproportionate monitoring requirements that drain already limited capacity. For smaller organisations especially, the expectation that “it’s just you!” writing reports and managing compliance makes the system feel unworkable. Application and reporting processes are widely seen as “resource-intensive”, often involving multiple funders— “6 funders on one project… 6 reports to write” —and diverting time away from frontline work: “we could be helping service users with that time”. While support such as workshops exists, it is frequently impractical, with participants noting it is “resource-intensive… hard… to make the time” and, in some cases, simply “no use”.
Relationships with statutory funders were often described as unequal, inconsistent, and lacking transparency. Participants emphasised that the dynamic “shouldn’t be a master/slave relationship” but an equal partnership, yet in practice “you get the whole ‘we’re equal partners’… but… it’s not the case”. A lack of trust discourages openness, as organisations remain “cautious about levels of transparency… things get taken out of context”. Decision-making processes were frequently experienced as opaque— “no consultation, no evidence, no reasoning given” —although some positive examples of relationships built on long-term trust were noted, where funders effectively say, “we trust you, get on with it”. Participants want funders to treat them as equal partners, respect their expertise and make decision-making more accountable and transparent.
A dominant message was the urgent need for long-term, core, flexible funding. Participants repeatedly questioned the current model: “what’s the point in project money if there’s no core funding?”. Short-term, project-based funding undermines stability and planning, with organisations unable to look beyond immediate uncertainty— “you can plan for nothing”. This model also drives inefficiency and duplication, forcing organisations to “reinvent the wheel… often just a name change” or, as one put it, “we’re all pretending it’s a new project when we all know it’s not”. What is needed instead is flexible support for core operations— “here’s your money – pay your electric bill” —that enables continuity, staff retention, and responsiveness to community need.
There is also deep concern about a shift toward ‘marketised’, competitive procurement. Participants warned that systems focused on cost above all else— “the cheapest will win and that’s it” —fail to account for the relational, intensive nature of community work, where “we can never be the cheapest… it’s about people”. This approach risks displacing local organisations, as “we can’t compete with national organisations… the infrastructure will have been lost”, with fears that “one multi-national is going to win… and the infrastructure is going to disappear”.
Overall, participants expressed deep frustration and exhaustion, describing the emotional toll as “so stressful” and, in some cases, “unbelievable… colleagues… are totally broken”. Despite this, their commitment to communities remains clear: “we can’t let these people down” and “we see a need and we fill it”. Their collective message to funders is consistent and direct: “treat us how you would want to be treated”, “use us… as equal partners”, and ultimately trust us, respect us, resource our core work, and involve us in decisions that shape the communities we serve.

Key themes
Funding scarcity, instability and competition
A strong and repeated theme is that funding is scarce, unpredictable, and increasingly competitive. A “perfect storm” of shrinking funding, increased need, and no route to stability. In general, participants were more complementary of independent funders and most of the following is directed at statutory funders. 
Participants described:
· Oversubscribed funds with narrow or “whacky” criteria that exclude otherwise suitable organisations.
· Difficulty accessing grants post‑pandemic, with some organisations unable to secure any grant funding in the last five years.
· Increased reliance on multiple small funders: “six funders for one project means six reports.”
· Organisations having to use their own reserves to keep services running.
· Staff leaving due to uncertainty, harming culture and morale.
· Funding delays from Scottish Government and local authorities causing financial crisis points.

Heavy administrative and reporting requirements 
Participants state that bureaucracy takes resources away from frontline work and is not proportionate to funding levels, particularly an issue reported with statuary funding. 
· Groups expressed frustration at the time-consuming and inconsistent reporting requirements:
· Small grants (e.g., £10k) often require quarterly reporting while large funders may ask for much less.
· Tender applications are “soul-destroying”, especially for small organisations with little admin capacity.
· Disproportionate monitoring that is not reflective of impact, described as reporting on “what colour of socks everyone’s wearing.”
· Training/support is offered but is often too time-consuming, generic or not relevant.

Unequal and often poor relationships with funders
Participants believe that funders expect professionalism and accountability from the sector but do not model these behaviours. Relationships with funders—particularly statutory ones—are frequently seen as:
· Unequal, not collaborative, and lacking in respect.
· Marked by lack of transparency, arbitrary decisions, and poor communication.
· Sometimes damaging - participants feel dismissed, undervalued, or misunderstood by public sector partners.
· Fear of being fully transparent because information may be taken out of context and funding reduced.
· However, where relationships are based on trust and long-term partnerships, experiences improve significantly.

Need for long-term, core, flexible funding
This was perhaps the most dominant shared demand. In short, core, multi‑year, unrestricted funding is crucial for stability and impact. Respondents noted the following:
· Reliance on short-term (often annual) funding makes planning impossible.
· Need for 3–5-year funding to sustain staff and operations.
· Project‑based funding is seen as driving “reinventing the wheel” and forcing organisations into unrealistic packaging of core costs.
· Organisations stressed the importance of funding for the everyday, “boring” essentials—lights, salaries, rent—not just “new and shiny” projects.

Misalignment between funders’ priorities and community needs
Funders frequently misunderstand the context, needs, and expertise of third sector organisations. Some of the issues highlighted by respondents included:
· Local issues were overlooked in favour of ring-fenced national priorities
· Funders’ priorities not always being aligned with community need. 
· Specialist/niche services struggle because funders believe certain work should fall to other sectors (e.g., health).

Increasingly competitive, ‘marketised’ commissioning
Participants state that a ‘marketised’ model undermines community organisations and risks major loss of local infrastructure. There is deep concern about a shift toward:
· Full competitive procurement, even where previous partnership models were effective.
· Lowest‑cost contracting with no weighting for community history, evidence of impact, or local knowledge.
· Fear that national/multinational organisations will displace small, local ones.
· Funders driving decisions based on budget cuts, not social value.

Emotional toll and burnout[footnoteRef:1] [1:  This reinforces the findings of SCVO’s workforce survey. ] 

The financial uncertainty and administrative burden cause:
· Stress, exhaustion, and demoralisation.
· Leaders feeling responsible for protecting staff at great personal cost.
· Harm to culture, trust, and long-term sustainability.

Calls for respect, partnership, and practical change
Organisations want relational—not transactional—funding, and when asked what message participants would send to funders, key asks included:
· Treat us with dignity and respect—as equal partners.
· Make processes easier, not harder.
· Listen to communities and frontline expertise.
· Be transparent and accountable in decision-making.
· Trust organisations, especially those with long track records.
· Provide fair work conditions by ensuring funding is timely and stable.

Conclusions 
These focus groups highlight a Scottish third sector under significant and growing strain. Participants described a funding environment marked by instability, short‑termism, and heavy bureaucracy, which is undermining organisational sustainability at the same time as demand for services continues to rise. Funding delays, competitive commissioning, and disproportionate reporting requirements are depleting capacity, damaging staff wellbeing, and limiting organisations’ ability to plan or deliver consistently.
Relationships with funders—particularly statutory bodies—were often experienced as unequal and opaque, with trust‑based partnerships the exception rather than the norm. There was strong concern that increasingly ‘marketised’ funding and procurement models risk displacing local, community‑rooted organisations and weakening essential social services.
Across discussions, the need for long‑term, core, and flexible funding emerged as the sector’s most urgent priority, alongside clearer communication, simpler processes, and decision‑making that better reflects community need and third sector expertise. While commitment to communities remains strong, participants warned that without meaningful changes to funding models and relationships, the resilience of both organisations and the communities they support will continue to be at risk.
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