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Foreword
In late 2008, we started
collaboration with Charity
Finance Group and the Institute
of Fundraising in the wake of the
then so-called “Credit Crunch”, to
consider the impact on charities of
what was to come. Our first report,
in December 2008, identified that
it would take some years for the full
impact to be felt and that charities
should plan on the basis that there
was a medium term shift in the
economy and funding environment.
Over three years on, this prediction
has proved to be accurate and this,
our fifth survey, provides further
confirmation that the situation
remains vulnerable, with anxiety
continuing over most income streams.
Encouragingly, it appears that whilst
many charities continue to utilise
reserves to maintain services and invest
in fundraising, increased action in
response to the ongoing difficulties is
now being taken. This action is in relation
to strategy and direction, as well as
collaboration/merger and other ways of
improving efficiency.
We hope that this report provides a
useful reference point for charities and
their advisers as to the experience and
intentions of their peers and we continue
to be grateful to Charity Finance Group
and the Institute of Fundraising for
the opportunity to work with them in
preparing the report.
Ian Oakley Smith
Director
PwC

1

In my introductory piece to last
year’s survey I spoke of the delayed
impact of the recession on charities
– a message CFG has continually
driven home – and how this was
finally coming to fruition. If that
was the start of those delayed
effects, they are now in full force
as charities bear the brunt of
Government spending cuts.
By partnering with PwC and the
Institute of Fundraising, which we
are delighted to do for a fifth time, we
have surveyed a wide range of charities
to drill down and get some hard figures
about just how tough things are.
We wanted to hear what charities feel,
their chances of survival, experience on
the front line and how they are coping
with the continued economic uncertainty.
The results plainly show we are in
difficult times; however this report
doesn’t simply focus on the negatives.
Charities recognise the value of effective
financial management and innovative
actions are emerging from significantly
scaled back budgets. The sector has
shown itself to be flexible and resilient in
the face of cuts, as the survey results here
clearly demonstrate.
Caron Bradshaw
Chief Executive
Charity Finance Group

The results of this, our fifth
collaborative survey into the
funding challenges faced by
charities operating in today’s
difficult economic climate, make
fascinating if concerning reading.
Conducted one year on from the
Government’s 2010 Comprehensive
Spending Review, where the Chancellor
announced cuts of £81 billion in
public spending, our survey sought
to understand the impact of these
reductions and to map future expectations
in our sector.
The responses suggest that charities are
being squeezed on all sides with more
demand for their services at the same time
as their income is negatively affected.
And for fundraisers in particular the
results are also crystal clear – across the
sector increased pressure has fallen on
fundraisers to sustain and grow vital
donation levels in an attempt to make up
for reductions in other forms of income.
Without the increased delivery demanded
from fundraisers many charities face a
bleak future.
Therefore, with this increased
expectation on fundraisers, it is vital that
organisations invest in and train their
fundraising teams in order to deliver an
effective income generating function
within their organisations. This report
not only lays out the data on the real life
impact of statutory cuts and economic
difficulty but also delivers some strategic
suggestions that we hope all fundraisers
will find useful.
Peter Lewis
Chief Executive
Institute of Fundraising
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In late 2008, we started collaboration
with Charity Finance Group and the
Institute of Fundraising in the wake
of the then so-called “Credit Crunch”,
to consider the impact on charities of
what was to come.

Across the sector increased pressure
has fallen on fundraisers to sustain
and grow vital donation levels in an
attempt to make up for reductions in
other forms of income.
2

Managing charities in the new normal – A perfect storm? The latest instalment in the series of ‘Managing in a Downturn’ surveys

Key findings
The overwhelming message coming from the survey is that the
sector is in the middle of a major re-shaping and that this is really
testing the morale, ambition, energy and competence of trustees and
senior managers.
Income from all sources is down
while demand for services continues
to grow…..

…but charities are flexible, resilient
and seizing opportunities.
•

The majority of charities plan to
focus on fundraising activity in
the next 12 months; 66% plan to
increase current activity, 65% plan
to expand to new areas and 47% plan
to utilise reserves. Reducing labour
costs is also on the cards; through
redundancies (28%), a pay freeze
(36%) or reducing staff hours (21%).

•

Respondents report a ‘perfect storm’
of increased demand for services
and reduction in funding.

•

Charities have experienced a net
reduction in income in all income
streams and continue to expect
further reductions, particularly
in relation to income from the
public sector.

•

69% of charities delivering services
had experienced an increase in
demand for their services in the
past 12 months; 70% expect an
increase in the coming year.

20% of charities are now
considering merger, a significant
increase from 12% in March 2011.
Collaboration and outsourcing also
remain popular.

•

Charities are seizing opportunities
too; 47% had utilised the greater
number of people willing or able
to volunteer, 45% took advantage
of reduced costs and 38% found
greater quality and quantity in the
labour market.

•

•

63% have been negatively affected
by Government spending policies.

•

Respondents were equally split on
whether or not wider Government
policies for the sector were having
an impact. Of those that said
there was an impact, 82% said this
was negative.

20% of charities are now
considering merger, a
significant increase from
12% in March 2011
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Robust financial management is
more crucial than ever….
•

66% say the finance team’s
engagement with the rest of the
organisation had increased as a
result of the recession.

•

A significant 73% of finance teams
were open to using reserves in
the coming year; 45% had definite
plans, with 28% considering. This
is primarily to fund operating costs
(40%) and maintain services (42%).

•

50% experienced an increase in
wages in the past year and expect
to do so again.

…as fundraising gets even tougher.
•

Fundraising continues to be
challenging: 93% of fundraisers
say the fundraising climate has got
tougher in the past 12 months, and
94% expect it to get tougher again in
the coming 12 months.

•

Fundraisers are worried about
attracting donations and changes
to donor behaviour: 80% were
concerned about more competition
amongst charities, 79% about the
impact of economic uncertainty
on donors’ inclination to donate
and 71% about donors having less
disposable income.

•

80-90% of respondents who measure
acquisition and attrition rates
report a worsening of, on average,
2.5% to 5% since last year.

•

In response, fundraisers plan to
explore new fundraising options
(89%), look at efficiency savings
(61%) and collaborative working
opportunities (44%).

Stemming costs, maintaining
confidence and managing change
are top concerns for the year ahead.
Challenges over the past year and those
anticipated for the coming year were:
•

Uncertainty and lack of
understanding

•

Changes to operating models

•

Managing significant change

•

Fundraising in a difficult climate

•

Maintaining confidence and morale

•

Stemming increases in costs
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Tips to help you
manage in the
‘new normal’

We have used the survey results and charity
feedback to draw out a number of tips to
help fundraisers and finance staff better
support their organisations to survive and
thrive in the coming year.

Be strategic with your fundraising:
Take time to review funding streams, plan properly and think
strategically before making decisions about existing or new
sources. Consider:

Invest in fundraising skills:
To ensure that your fundraising stands out from the crowd
in an increasingly competitive market, it is essential that
fundraising teams have up-to-date skills and training. Charities
should sign up to the best practice standards such as Codes
of Fundraising Practice, and provide regular staff training (if
resources are low there are many low-cost online courses
available). This allows fundraisers to ensure they are armed
with the information and skills they need to fundraise smartly,
efficiently and professionally, helping their charity to stand out
from the crowd.

•

what are your objectives – to increase the amount given by
existing donors or to attract new donors?

•

what resources and expertise are needed?

•

how will you evaluate these streams and what are your
contingency plans if things do not work out?

Have a clear reserves strategy:
Review your reserves strategy regularly and ensure they are
actively managed. Reserves are there to do something with,
whether it is to protect against black swan events or fund
investment in infrastructure or new fundraising activity. Make
sure you and the trustees have a clear rationale for the level of
reserves you are holding and do not be afraid to use them to
fund the charity’s long-term interests, if you consider that to be
the best use.

Understand your donors:
At a time where organisations are looking to extend their
reach, donor stewardship has never been more important.
Understanding what your donors do and don’t want in
terms of donation mechanisms (e.g. text and online) and
communications (e.g. updates on your work and how their
money is being spent) will help your relationships with your
donors thrive.

Show your impact:
Make a compelling case for donors, funders and other
stakeholders to support you by measuring and communicating
your impact – show them the difference you are making and
just how important your work is. Use the ‘Principles of Good
Impact Reporting’ to assist you with this.

Demonstrate financial leadership:
Finance teams play a pivotal role in making every pound
stretch further in times of scarce resources. Make sure
that finance is not simply treated as a compliance exercise
– financial leadership is critical and teams should adopt a
strategic role and ensure they are fully engaged with the rest of
the organisation.

Explore collaboration:
Carefully planned collaborations between organisations
remain one of the most effective ways to reduce costs. Look
beyond the obvious; partnerships don’t simply have to be
between charity’s with similar aims and areas of work – seek
out unusual partners for new ventures, or innovative ways of
delivering existing activities. Explore options to make savings
through the new VAT relief for sharing back office services.
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The political and
economic backdrop
This latest Managing in a Downturn survey was conducted over a
year after the Government’s 2010 Comprehensive Spending Review
(CSR), where the Chancellor announced cuts of £81 billion in public
spending by 2014-15. We sought to understand the implications of
these cuts in the period since, the impact of wider economic and policy
changes on charities and expectations for the future.
2012 continues to be yet another
challenging year for the UK economy.
Whilst the economy defied the
predictions of some commentators by
avoiding a double dip recession (growth
stood at 0.8% in the first quarter of 2012)
the recovery is likely to remain shaky.
Unemployment is at its highest for 17 years
and high inflation continues to impact
on UK households, limiting the spending
power of consumers and, consequently,
potential donations to charity. Amidst
the economic instability and budget
cuts, the Coalition Government also
pledged firmly to support charities,
placing them at the heart of its ‘Big
Society’ agenda. There ensued a
range of policy developments aimed
at increasing traditional giving,
providing more opportunities to deliver
public services and developing a new
market of social investment, with the
overall aim of helping the sector to
become more resilient.
However, in the past 12 months there
have been frequent reports of charities
significantly cutting back on staff or
services, merging with others to best adapt
to changing circumstances and even going
to the wall.

Charity finance teams have increasingly
played a pivotal role in supporting their
organisations, by facilitating internal
change and working to ensure every
pound goes further. Similarly increased
pressure has fallen on fundraisers to
sustain much-needed donations and make
up for reductions in other forms of income.
Interestingly, there is some evidence
that charitable giving has remained
fairly consistent over the past few years.
A recent study1 found that the proportion
of adults giving has increased slightly
in the past year (from 56% to 58%) and
that after adjusting for inflation, the total
amount given to charities has remained
static. This could suggest that the public
remain determined to give throughout
the recession - or that fundraisers are
significantly stepping up their game in the
face of difficult conditions. Our survey
supports this latter interpretation, and
also indicates that return on investment
for fundraising has become more
challenging, as charities need to work
harder for every pound raised.

A ‘new normal’?
Our overall assessment is that uncertainty
prevails – about the economy, future
of funding and future of charities
themselves. It has been suggested that
weak growth will be the ‘new normal’
and with it charities may ultimately see
the demise of some funding streams and
even tougher times ahead. Budget 2012,
with its scant references to charities,
gave little comfort to the sector and some
announcements pointed to inherent
contradictions in Government support. But
optimistic by nature, many charities will
be and are, as this survey shows, adapting
to this new norm and preparing for the
uncertainty it heralds.
As one respondent said ‘[there is] the
sense of the unknown in the economic
and political environment and lack of
coherence in the Government’s plans –
[the problem is] not just the downturn but
the lack of certainty around how far the
decline might be.

It has been suggested that
weak growth will be the
‘new normal’ and with it
charities may ultimately
see the demise of some
funding streams and even
tougher times ahead.

1
NCVO and CAF, ‘UK Giving 2011: An overview of charitable giving in the UK, 2010/11’. http://www.ncvo-vol.
org.uk/sites/default/files/clickable_UK_Giving_2011.pdf
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Part 1:
The current environment
Over the past year, against a backdrop of poor
economic growth and public sector spending cuts,
there have been a number of Government initiatives
to support and provide opportunities to voluntary
and community organisations.

The Giving and Open Public Services white papers set out a
number of proposals to encourage individuals to give more
money and time, and open up public services to a range of
providers, including charities. There have also been funds
targeted at the sector (Transition Fund, Social Action Fund), the
localism agenda and a drive to reduce red tape and bureaucracy.
A number of reforms to Gift Aid were initiated in Budget 2011
(although there was considerably less in 2012) to increase the
number of organisations utilising the scheme, and also the
number of eligible donations.
However, these measures appear to have done little to ameliorate
the challenges charities face. Since the CSR many have reported
cuts which are front-loaded, end valuable projects before they are
complete and are poorly communicated.
Our survey sought to understand further the impact on charities
of Government policy, the spending cuts and the wider economy.
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Headlines
•

Charities have experienced a net reduction in income
in all income streams and continue to expect further
reductions, particularly in relation to income from the
public sector.

•

Respondents report a ‘perfect storm’ of increased
demand for services and reduction in funding.

•

69% of charities delivering services had experienced
an increase in demand for their services in the past 12
months; 70% expect an increase in the coming year.

•

63% have been negatively affected by Government
spending policies.

•

Respondents were equally split on whether or not wider
Government policies for the sector were having an
impact. Of those that said there was an impact, 82%
said this was negative.
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Respondents were equally split on whether
Government policies for the sector, aside
from spending policies, (e.g. localism,
Gift Aid) had made an impact. Where an
impact was reported, it was four times
more likely to be negative than positive.
There have been a number of assessments
made of the impact of the spending cuts
regionally, evidence suggesting that the
north of England has been hardest hit
and is also the least resilient to cuts. This
survey found that respondents in the East
Midlands have felt the greatest impact,
74% reporting that polices had resulted in
a direct decrease in funding, whereas only
49% in London reported this.
Once the regions were grouped,
however, there was much less disparity
within England between the North
(encompassing North East, North West
and Yorkshire and Humberside), Midlands
(East and West Midlands and East Anglia)
and South (London, South East and South
West) – showing perhaps that pronounced
differences were very region specific.
International aid respondents saw the
highest positive impact in terms of subsectors, with 17% reporting a positive
impact. This is in contrast to homelessness
charities which reported the greatest
negative impact, with 85% doing so.

218

Number of respondents

The majority of respondents reported
a negative impact resulting from the
Government’s spending policies – 63% a
negative impact, 32% no impact and only
5% reported an overall positive impact.

a) Impact of Government policies and spending policies
What impact have the Government’s policies for
the sector/spending policies had on your charity?
Government policies
for sector
Government
spending policies

139
105
74

16

11

23

9

Positive effect –
indirect impact on
charity

No effect

Negative effect –
direct decrease in
funding

Negative effect –
indirect impact on
charity

b) Regional impact of policies
100
19.5%

13%

Negative effect
indirect impact on charity

24.5%

Negative effect
direct decrease in statutory funding

90
72%

80

No effect

62.5%

Positive effect
indirect impact on charity

50%

70

Positive effect
direct increase in statutory funding

60
50
40
30
23%

20
18%
15%

10
0

7

173

107

Positive effect –
direct increase in
funding

% of respondents, by area

Impact of Government policy
and spending cuts

2%
0.5%
North

Midlands

South
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As would be expected and previous
surveys have shown, the effects of
an economic downturn – such as
unemployment, cuts to welfare –
permeate across society resulting in
greater demand for charities’ services.
The majority of charities we surveyed
have seen an increase in demand for
their services over the past 12 months.
69% of those delivering services said that
they have experienced an increase and a
similar proportion (70%) expects to see an
increase in the next 12 months. This is a
notable rise from last year and is forecast
to continue in 2012. Bearing in mind that
the percentages being reported are yearon-year, the cumulative effect of these
increases (and the expectation of increases
going forward) is substantial.
There are also significant differences by
charity type. Unsurprisingly, the charities
most likely to report an increase in
demand were those in areas where state
has reduced support (e.g. health charities),
or whose beneficiaries are victims of the
economic downturn (e.g. homelessness
charities). 75% of grant makers also
experienced an increase in demand – of
little surprise given that other sources
of funding are drying up, leading to
increased applications to foundations and
other grant sources.
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c) Demand for charity services
Has there been an increase in demand for your
charity’s services?
300

In the past 12 months?
Expected in the next 12 months?

250
Number of respondents

Pressure on all sides –
increasing demand for services

200
150
100
50
0

Yes

No

Don’t know

N/A – don’t
provide services

d) Percentage of respondents experiencing increased
demand for services – over time
70
60
50
40
30
2009

2010

2011

2012
expectation
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The responses to our survey suggest
that charities are being squeezed on all
sides. Of the charities that expect an
increase in demand, 79% reported that
they planned to reduce their grant giving
or service provision as a response to the
economic climate.
e) Top 5 experiencing increase in
demand – by charity type
% of respondents
experiencing
increase in demand
Homelessness
85%
Cancer/hospices
83%
General charitable
75%
purposes (grant
makers)
Older people
72%
Health
71%

Respondents reported:
‘We are facing a perfect storm – a huge
increase in demand alongside deep
statutory funding cuts on the part of LAs
with little time to adjust and gear up to
access the new forms of funding that might
be available in the medium – longer term.’
‘Government is delivering a double
whammy: abdicating responsibility for
people in need, and cutting the resources
available to charities and community
groups thereby preventing them from filling
the gap’
However, the feedback showed that
the picture is by no means black and
white. Some charities reported variable
changes in demand across their services,
while others stressed that they did not
attribute the increase in demand to
economic circumstances. Instead they
put it down to factors such as increased
awareness of services available, or
greater outreach efforts by the charity to
prospective beneficiaries.

We are facing a perfect storm - a huge
increase in demand alongside deep
statutory funding cuts
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Income

10

60
50
40
Current

Public sector funding

Aug 2010

Investment

Nov 2009

Trading

Legacy

Corporate

Spring 2009

30

Trust, lottery and foundations

In order to present the findings we have
applied an “anxiety index” to the answers,
which is a weighted average of responses
designed to allow for clearer comparison
over time and between income categories.
We set out below how the anxiety index
has moved by income stream in the last
four surveys. It should be noted that an
index of in excess of 50 indicates that
charities on balance are experiencing a
net reduction in income.

70

Membership

As we have done in previous surveys, we
asked charities to state whether they had
experienced reductions or increases in
income in the last 12 months for those
income sources relevant to them. We also
asked them to estimate the extent of the
reductions/increases and to predict how
those income sources would fare in the 12
months ahead.

80

Other general public fundraising

Anxiety index
Outlook for income sources

g) 2009 to 2011 actual income anxiety (higher score = greater anxiety)

Major donors

Amongst respondents as a whole, the
three most important sources of income
were public sector funding (48%), trust,
lottery and foundation income (37%) and
trading (29%). With continuing concerns
over public sector cuts and reports that
trusts and foundations are applying more
stringent conditions to their funding, it
will be interesting to see whether these
will remain the most important.

f) Please indicate which of the categories above are your most important sources
of income (Please tick up to three options)
Public sector funding
176
48%
Trust, Lottery and foundations
137
37%
Trading
106
29%
Legacy
84
23%
Committed giving
81
22%
Other general public fundraising
75
20%
Major donors
58
16%
Membership
48
13%
Corporate
44
12%
Investment
40
11%

Committed giving

To provide some context, we
asked respondents to rate their
top three most important sources
of income.
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h) 2 010 forecast anxiety in 2011 compared to the actual anxiety
experienced in 2011
70
60
50

11

Public sector funding

Investment

Trading

Trust, lottery and foundations

Legacy

Corporate

Membership

Other general public fundraising

Major donors

i) Forecast for the coming year: 2010 versus 2011
70
60
50
Current forecast

40
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Public sector funding

Investment

Trading

Trust, lottery and foundations

Legacy

Corporate

Membership

Other general public fundraising

Previous forecast

30

Major donors

Finally, we consider how respondents
feel about the next 12 months (chart I).
Perhaps unsurprisingly, the level of
anxiety has increased across almost all
income streams when compared with the
forecast a year ago. The only exceptions
are for membership income and public
sector income, albeit the latter is already
at a high base.

Committed giving

Actual

30

Uncertainty around the economic and
political outlook inevitably has an effect
on levels of anxiety. Our surveys have
consistently shown that actual experience
has been worse than respondents’
expectations, with this survey being no
different. Chart H shows the difference
between forecast levels of anxiety last
time and the actual experience reported
this time, with actual anxiety on average
6% worse than had been expected.
It is also notable that there are differences
in anxiety between sub-sectors, with for
example homelessness and education
charities reporting an anxiety index some
8% higher in respect of public sector
funding. Also, small and medium sized
charities are generally more anxious than
large charities over all income streams,
with the exception of investment income
– perhaps reflecting the increased reliance
on investment income in larger charities.

Forecast

40

Committed giving

With very few exceptions, the anxiety
index for all income sources has remained
over 50 in each of the last four surveys.
This indicates that respondents have
continued to experience a net reduction
in sources of income for the period
2009-2011. Unsurprisingly, investment
income and public sector funding
continue to see the greatest levels of
reduction. However, it is also notable
that greater reductions from several
income sources, particularly trusts and
foundations, have also been reported
in this survey compared to the previous
one, which suggests that the fundraising
environment will remain challenging.

Part 2:
Response to the
current environment
So what have charities done in response to the current environment and the
challenges it poses? One thing the charity sector does well is innovate and adapt
to changing circumstances or take advantage of new opportunities.

Previous surveys have shown that charities have adapted, or
been forced to adapt, in many different ways. These include
making structural changes, for example through a merger or
collaboration; by looking for other sources of funding, cutting
back on services or dipping in to reserves.
Here, we first analyse the actions charities have taken across
their organisation, then look at the approach of finance teams
and fundraising teams respectively.
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Headlines
•

The majority of charities plan to focus on fundraising
activity in the next 12 months; 66% plan to increase
current activity, 65% plan to expand to new areas and
47% plan to utilise reserves. Reducing labour costs is also
on the cards; through redundancies (28%), a pay freeze
(36%) or reducing staff hours (21%).

•

20% of charities are now considering merger, a
significant increase from 12% in March 2011. Collaboration
and outsourcing also remain popular.

•

Charities are seizing opportunities too; 47% had
utilised the greater number of people willing or able to
volunteer, 45% took advantage of reduced costs and 38%
found greater quality and quantity in the labour market.
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80% of respondents reported that they
had performed a formal strategic review,
up from 70% of respondents in the last
survey (August 2010). The size of charity
did have some impact on the likelihood of
having performed a review: 74% of small
charities reported having conducted a
review (either in-house or by consultants),
83% of medium charities and 86%
of large.
We asked respondents what actions they
planned to take in the next 12 months,
if any.
Fundraising was notably the most
popular action to take, with little
variation in charity size (see chart l on
page 14). 65% planned to increase their
current fundraising activity and 65%
were intending to start fundraising in
new areas.

j) In the past 12 months, has your charity performed a
formal, strategic review to understand how it best
responds to the difficult economic climate?
Number of respondents

One of the points made consistently
throughout the Managing in a Downturn
reports is that charities should invest time
in seeking to better understand their risks
and any threats or opportunities for their
income streams.

350
300
250

In house
19
280

By external consultants

200
150
100
76

50
0

Yes

No

k) Please indicate which of the following actions your charity
plans to take in the next 12 months
(n.b. respondents could select multiple)
Number of
% of
respondents respondents
Increase fundraising in current areas of focus
233
66
Start fundraising in new areas
231
65
Utilise reserves
167
47
Pay freeze
127
36
Redundancies
100
28
Better investment of charity funds
80
23
Flexible working /reduce staff hours
73
21
Public/private partnerships
70
20
Cut back on services /grants given
61
17
Other
60
17
Sell assets
25
7
Wind up charity
4
1

Interestingly, respondents’ outlook for their charities
varied considerably depending on whether they had
performed a review. For those charities who had
performed a review, 42% said they were quite or very
optimistic about the outlook for their charity, with
50% saying quite or very worried. Conversely, of those
whose charities had not performed a review, 61% were
optimistic and 32% worried.
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80

Small

70

Medium

60
Large

50
40
30
20

Other please specify
View Responses

Wind up charity

Sell assets

Pay freeze

Public/private partnerships

Better investment of charity funds

Utilise reserves

Flexible working/reduce staff hours

Redundancies

Cut back on services/grants given

0

Increase fund raising in new
areas of focus

10
Start fund raising in new areas

Other popular courses of action include
utilising reserves (see finance section)
and reducing the labour cost bill – for
example by making redundancies (28%)
or applying a pay freeze (36%). This is
perhaps evidence of the charity sector
following the same course of action as
within the private sector in 2009 and
2010, where many organisations sought
to reduce staff numbers or decrease
wage costs.

l) Planned actions for the next 12 months – by charity size

% of respondents

While research suggests that charitable
giving in the UK has remained strong
to date, it is important for charities to
consider whether increased investment
in fundraising across the board is
sustainable. As the fundraising world is
becoming increasingly competitive, now
more than ever charities need to ensure
that their fundraising efforts are based
on a compelling offer and are rigorously
managed and monitored.
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Collaboration, merger
and outsourcing
One way to adapt during difficult times is to identify organisations
with similar goals or activities and seek to collaborate or even merge.
This can reduce overheads and also make it easier to vie for funds
where individual charities would otherwise be competing against
each other. Those simply wanting to reduce costs can also explore
whether outsourcing some of their activities could deliver better
value for money.
m) Which of the following are you actively considering as part of your planning
process, or have you done in the past 12 months?
Merger

76%
20%

Neither

5%
Collaboration
or partnerships
with other
organisation

Considering
25%

Have done in the past 12 months

43%
32%
64%

Outsourcing

Those considering collaboration or
outsourcing were down slightly from
the last survey – 53% were considering
collaboration last time compared to
43% this time and 24% were considering
outsourcing last time compared
to 23% this time. However, those
considering merger has increased from
12% to 20% this year, which is a notable
increase and in line with anecdotal
evidence that merger discussions are
much more prevalent.

23%
12%

0

100

200
Number of respondents

When it comes to collaboration and particularly merger, the charity
sector is in sharp contrast to the commercial sector where these
arrangements are much more frequent. Because of concerns over loss
of identity charity mergers are often viewed as a last resort for times of
crisis rather than a key driver for growth.
Of the 20% of respondents who say they are considering a merger, 63%
said they were quite or very worried about the outlook for their charity,
and only 34% said they were quite or very optimistic. Although a crude
indication, results indeed suggest that merger is seen as a reaction to the
climate as opposed to an opportunity.
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300

We wanted to also look at the positives
that had come from the downturn and
so sought to assess what opportunities,
if any, charities had taken. Here, 47%
of respondents had taken advantage of
having more people willing or available
to volunteer. While reduced costs was
the second most popular option (45% of
respondents), it is interesting that ‘greater
quality and quantity in the labour market’
also had a high response rate with 38%.

n) If you have not considered collaborating, merging
or outsourcing, why not?
15%

Other

49%

We would consider
one or all of the
above, but we
17%
would lose our
independence and/
or identity
We would consider one
or all of the above, but
there are no comparable
organisations

We have sufficient
resources to
maintain our
efficiency and
effectiveness alone

19%

o) What opportunities has your charity taken
advantage of as a result of the recession?
140
138

120
No. of respondents

For those that had not considered
collaborating, merging or outsourcing, we
asked why not (see chart n). A significant
proportion (49%) said that they did not
need to consider it, but 19% said they
would consider it but there were no
comparable organisations to partner
with – and 17% did not want to risk losing
their identity. Other reasons included the
benefits not equalling the costs (e.g. VAT,
reduction in service quality, pensions
concerns), poor timing, the resources
and time required, difficulty getting on
to the agenda, i.e. general unwillingness
to discuss, and risks. It is of interest that
so many charities feel that merger is not
something they have even considered
as we would always encourage charities
to think about the merits of merger on a
periodic basis.

130
112

100
80
60

75

40
20
0

27
Cheaper Cheaper
More
Reduced Greater
property property people
costs
quality
rentals purchases willing/
and
able to
quantity in
volunteer
the labour
market

27

Other

Of the people who answered ‘other’,
recurring themes included greater
flexibility and that their organisation was
more dynamic and/or performing better
as a result.
‘Change in attitude – less complacency,
more willingness to accept radical change.’
‘Diversifying and being more strategic
and professional’
‘Increased media exposure as we have direct
involvement with those suffering the results
of the recession. This in turn leads to an
increase in donations and offers of help
from individuals and companies.’
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Within finance teams

The role of the finance team is always considered to be more important
when organisations are under increased financial pressure. Those
charged with maintaining financial rigour are expected to make every
pound stretch further and to achieve this, engagement with the rest
of the organisation and senior management team is crucial. As we
outlined in our previous Managing in a Downturn report, there does
appear to be growing recognition of the strategic role finance teams
play – that they go beyond simple compliance or technical expertise.

Headlines
•

66% say the finance team’s
engagement with the rest of the
organisation had increased as a
result of the recession.

•

A significant 73% of finance teams
were open to using reserves in
the coming year; 45% had definite
plans, with 28% considering. This
is primarily to fund operating costs
(40%) and maintain services (42%).

•

17

50% experienced an increase
in wages in the past year and
expect to do so again.

Around two thirds of survey respondents
said that the finance teams had become
more engaged as a result of the downturn,
and only 1% said that they had been
less engaged. Interestingly views were
consistent across both fundraisers and
finance professionals who responded to
this, suggesting this perception was felt
across the organisation and did not only sit
with the finance teams themselves.

p) How do you perceive the finance
function’s engagement with the rest
of the charity to have changed as a
result of the recession?
Number of Percentage
respondents
More engaged
219
66%
No change
112
34%
Less engaged
2
1%

Reserves
One reason for holding reserves is to
provide funds to keep the charity going or
to enable it to provide services when times
are difficult or other sources dwindle – so
it is no surprise that they come under focus
when times are tough.
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Utilising reserves was a popular course
of action for many respondents. 45% of
charities said that they were planning
to use reserves in the coming 12
months, with a further 28% considering
it – meaning a significant 73% of
respondents are open to using reserves in
the coming year (see chart s).
As outlined above, a commonly held view
of reserves is that they are there ‘for that
rainy day’; however their purpose goes
beyond that. Depending on how reserves
fit within your wider financial strategy
reserves can, for example, fund future
needs, opportunities and commitments
or cover risks that regular income
cannot. Therefore drawing on reserves
is not simply the preserve of charities
in financial difficulty – in some cases
reserves are used to take positive risks or
fund a trial of a new form of fundraising.
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Number of respondents

140
120

38%

100
80
60

20%
17%

40
20
0

15%
7%

4%

No
Less than 3 to 6
reserves 3 months months

6 to 12 12 to 18 18 to 24
months months months

r) Levels of reserves
Over previous surveys
40
Percentage of respondents

The majority of survey respondents
held 3-6 months’ operating costs worth
of reserves – broadly comparable with
previous surveys, which suggests that
charities remain committed to holding
reserves despite drops in income.
However, worryingly 13 charities (4% of
respondents) reported having no reserves.
Of these, 7 were medium sized and 6
small – no large charities had no reserves.
Of these 13 charities, 2 are considering
winding up their charity; however, in
other respects they show little difference
in outlook to other respondents.

q) What is the approximate level of your reserves, in
terms of how many months they could support your
core operating costs?

35

2009

30

2010

25

2011

20
15
10
5
0

No
Less
3 to 6
6 to 12 12 to 18 18 to 24
reserves than 3 months months months months
months

s) Do you intend to use your reserves
in the coming 12 months?
140
Number of respondents

We asked respondents what level of
reserves they held. It is important to
note that there is no set level of reserves
a charity ‘should’ hold. The amount will
depend on charity activities, costs and
size, and nature of incoming funds.
Building up excessive reserves can
unnecessarily limit the money spent
on charitable activity, but not holding
enough can bring risks and threaten the
charity’s solvency.
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120
100
80
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28%
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plans but are
considering

60
40
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As reported in previous surveys,
movements in charity cost bases,
excluding the impact of any investment
or divestment, continue to track inflation.
There continue to be opportunities to
negotiate with suppliers – charities should
seek to recover some income reductions
through better commercial arrangements.
Indications from respondents are that
some 50% experienced an increase in
wages in the past year and expect to do
so again. Of these, some 20% expect
increases greater than 5%. The Office for
National Statistics Annual Survey of Hours
and Earnings for 2011 suggests that the
median increase for the public sector was
0.3% and for the private sector was 0.8%.
The survey results do suggest that the
equivalent increase for the charity sector
may well be higher. For the majority of
respondents who have experienced or are
expecting an increase, it falls in the 2-5%
category. The message appears to be that
charities will need to balance a need to
retain staff and an understandable desire
to ensure that their employees’ wages can
keep pace with cost of living increases,
with a need to maintain competitiveness.

19

Percentage of respondents

Costs and wages

Percentage
42%
40%
27%
18%
8%
25%

u) If no, you are not intending to use reserves, why not? ( n.b. could select multiple)
45
40

41

35
30
25

25

25

20

20

17

15
10
5
0

8
1

We do not
need to use
reserves

We do
not have
sufficient
reserves

Trustees Management Do not have
reluctant to reluctant to sufficient
use reserves use reserves information
to make
decisions

Not
applicable

Other

v) What is the change in your charity’s total cost base (excluding the results of any specific
investments/divestments, e.g. restructure)
Number of respondents

We also asked those who were not
planning to use reserves in the coming
12 months why they were not. Chart u
shows a variety of reasons, including
reluctance on the part of trustees and/
or management.

t) If yes or considering, what are you most likely to use the reserves for?
Number of
respondents
To maintain services
106
To pay for opening costs
100
To fund investment in fundraising
67
To fund restructure/collaboration/merger
45
Not applicable
20
Other, please specify
63

100
90
80
70
60
50
40
30
20
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0

Over the past 12 months
Expected in the next 12 months

More than
10%

5-10%

2-5%

No change

-2-5%

-5-10%

More than –
10%

w) What is the change in your charity’s wages and salaries (excluding the results of any
specific investments/divestments e.g. redundancies)
Number of respondents

The results, however, show that for the
majority of charities the former is true:
42% of charities indicated that they
planned to utilise reserves to maintain
services and 40% to pay operating costs.
Only a quarter of respondents plan to
utilise reserves to invest in fundraising
and 18% for a collaboration or merger.
Despite this, only 50% of respondents
planning to draw on their reserves said
they were very or quite worried about the
outlook for their charity – suggesting that
for the majority using reserves was not a
last resort.

140

Over the past 12 months

120

Expected in the next 12 months

100
80
60
40
20
0

More than
10%

5-10%

2-5%

No change

Decrease
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Within fundraising teams

Fundraisers hold responsibility for attracting and maintaining
a steady stream of income for their charities. They must adapt to
numerous obstacles and changes in the funding environment to ensure
income is maintained – and inevitably the challenges in doing so are
greater during a downturn.
This section focuses on the current
fundraising climate, how the fundraising
landscape will look in 12 months’ time,
and what actions charities will be taking
within their fundraising teams to keep
producing the income necessary to keep
their charities afloat.

The fundraising challenge
When asked whether the fundraising
climate has got tougher in the past
12 months, and whether it is likely to
continue to get tougher in the coming
12 months, the resounding view of
fundraisers, from all regions and size and
types of charity, was ‘yes’ on both counts.
93% said that the fundraising climate had
worsened since October 2010 and 94%
thought it would continue to get tougher.
The statistic comes as no surprise
and is broadly in line with last year’s
expectations, where 92% predicted the
fundraising climate would continue to
worsen. Clearly fundraisers are acutely
aware of the realities of the economic
climate – that there is very little hope
of a speedy economic recovery and that
this will impact on charities and how
they fundraise.
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Headlines
•

Fundraising continues to be
challenging: 93% of fundraisers
say the fundraising climate has got
tougher in the past 12 months, and
94% expect it to get tougher again
in the coming 12 months.

•

Fundraisers are worried about
attracting donations and
changes to donor behaviour:
80% were concerned about
more competition amongst
charities, 79% about the impact
of economic uncertainty on
donors’ inclination to donate and
71% about donors having less
disposable income.

•

80-90% of respondents who
measure acquisition and attrition
rates report a worsening of,
on average, 2.5% to 5% since
last year.

•

In response, fundraisers plan to
explore new fundraising options
(89%), look at efficiency savings
(61%) and collaborative working
opportunities (44%).
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Internal challenges, such as higher targets
and fewer resources, were less likely to
be identified as problems – with only 36%
and 33% respectively of fundraisers doing
so. Clearly the main challenge centres
on the pool of potential donations and
donors’ behaviour – factors such as higher
unemployment and inflation have meant
that disposable household income is
decreasing and consequently individuals
are more careful about how they spend
their money. Fundraisers have to present a
more compelling case to donors as to why
they should donate, and also why they
should support their cause over others.

x) Has the fundraising environment got tougher in the past 12
months and will it get tougher in the next 12 months?

Number of respondents

We asked fundraisers what they believed
the key fundraising challenges were.
For the majority of respondents (80%)
more competition from other fundraising
organisations/charities was a concern.
Significant numbers also identified donors
having less disposable income (71%) and
donors’ lack of economic security leading
to less inclination to donate (79%) as
key challenges.

120

Over the last 12 months

100

Over the next 12 months

80
60
40
20
0

Yes

No

Don’t know

y) What do you think are the key fundraising challenges?
Other
More competition
from fundraising
Donors uncertainty
about economic security
Donors having less
disposable income
Fewer Resources / less
investment internally
Higher Targets

Fundraising income
Donor attrition and acquisition
In addition to asking respondents
to assess the performance of their
income streams (see ‘income’ section
on page 10), we asked fundraisers to
report on the numbers of new donors
(acquisition) and levels of loss of
donors (attrition). Attrition levels looked
healthier than last year – an analysis of
the responses suggests that 10-20% of
respondents have seen improvements
in both acquisition and attrition rates.
Of the remaining majority, the average
worsening in both acquisition and
attrition rates varies between 2.5% and
5% depending upon the nature of the
income stream.
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Although these figures may paint a somewhat
negative picture, further analysis shows that
whilst things are getting tougher, fundraisers
feel that they are in a position to survive, and
even identify some opportunities going forward
– only 12% who stated that the fundraising
climate had got tougher are very worried for
the future. Looking ahead there is a similar
picture, with 42% optimistic about the future of
their charity and only 11% of respondents very
worried, despite fundraising challenges.
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As outlined previously, fundraisers have to
adapt to changing circumstances to ensure
income levels are maintained. We asked
what strategies fundraisers were adopting
in light of the fundraising challenges
posed by the downturn.
This survey’s results were similar
to those in 2010, in that the vast
majority (89%) were looking at ways to
expand their fundraising operations.
Respondents were also planning to
strengthen their fundraising teams –
44% by exploring collaborative working
opportunities, 32% planning to increase
investment in training and 22% looking
to hire more fundraisers. This perhaps
shows an understanding across the
sector that better equipped fundraising
teams with high levels of professionalism
and flexibility are needed to drive
up income, particularly if utilising
fundraising to fill the gaps left by drops
in other funding streams.

z) In relation to your charity’s fundraising, do you plan to take
any of the following actions? (n.b. could select multiple)
120
Number of respondents

What actions are fundraisers taking
in response to the challenges?

100
80
60
40
20

Employ more fundraisers
Reduce the number of
fundraisers
Increase training for
fundraisers
Explore new fundraising
options
Look for collaborative
working opportunities
Look for efficiency savings
Redistribute resources within
the fundraising department
Other

0

Perhaps inevitably – and sensibly – when
money is tight, a large proportion (61%)
planned to make efficiency savings in
fundraising. However, only 2% planned
to reduce the number of fundraising staff
– again displaying a strong commitment
to fundraising and an understanding that
effective fundraising departments are
critical in uncertain times.
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Part 4:
Looking ahead –
the challenges
Overview of challenges and expectations
We asked respondents what they felt their biggest
challenges had been in the past year, as well as
what challenges they anticipated for the coming
year. We have reviewed the many responses to this
question and consider that they broadly fall into the
following categories:
• Uncertainty and lack of understanding
• Changes to operating models
• Managing significant change
• Fundraising in a difficult climate
• Maintaining confidence and morale
• Stemming increases in costs
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What do you feel have been the
biggest challenges in the past year, and
what challenges and opportunities do
you anticipate?
Set out below are some of the many interesting comments made by respondents under
these six categories:
Uncertainty and lack of understanding

Fundraising in a difficult climate

“Understanding the present economic climate and the impact
it has on the organisation”

“Finding someone good to lead our direct giving programme
for the past year”

“Understanding and modelling pessimistic medium
term scenarios”

“Investment in fundraising has been risky: this will continue
over the next 12 months; the question is how long we allow it
to continue”

“Engaging trustees in understanding enough operational detail
to support effective organisational change”
“We are struggling to quantify any opportunities”
“Benchmarking against other organisations”
“Contract negotiations with local authorities who are
themselves in continuing financial uncertainty and
restructural turmoil”

“Our biggest challenge is getting our message across as
a ‘story’”

Maintaining confidence and morale
“Having the confidence to continue with long-term plans”
“Fear of making decisions”

Changes to operating models

“Uncertainty over funding has significantly affected
staff morale”

“I believe that an entire overhaul of our business model
is required”

“Quite demoralising with so many people competing for the
same or reduced pots of money”

“Deciding which part of our programme we should cut
because of the cuts in funding”

“Keeping fundraisers’ morale up: trying to balance empathy
and sympathy with the public having less to give, while
maintaining and increasing income targets”

“Finding the right balance of caution v growth”
“Engaging officers in taking difficult decisions and not
behaving like ostriches – because we are a charity, too many
people are nervous of hard decisions”

Stemming increases in costs
“Funding increased pension deficit contributions for
closed schemes”

Managing significant change

“The biggest challenge is trying to keep spiralling costs down”

“Managing restructures and mergers in a nongrowth environment”

“Growing cost inflation whilst fees received from local
authorities are static or even decreasing”

“The organisation has too many internal issues to stand up to
external turbulence”

“Huge cost base increase, including energy”

“Strategic clarity from board of trustees due to board turnover
and changes”

“Seeking ways to contain overheads whilst needing increased
administration to measure outcomes needed to satisfy
contract payments”

“Getting people to believe the outlook is as bad as the
numbers say”
“Continued high standards of service to donors and
grant recipients”
“Coping with the speed and depth of statutory funding cuts”
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The future –
Optimistic or pessimistic?
We also asked respondents how optimistic
they were for the outlook of their charity
in the next 12 months. Charities were
more or less equally split as to whether
they were optimistic or worried,
demonstrating both the challenging
nature of the current climate but perhaps
also the inherently optimistic nature of
those who work in the sector.
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How optimistic are you for the outlook of your charity in the next 12 months?
Number of
Percentage
respondents
Very optimistic
25
7%
Quite optimistic
141
40%
Quite worried
140
40%
Very worried
24
7%
Indifferent
10
3%
Don’t know/unsure
14
4%
Total
354
100%
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Conclusion

In overall terms, this fifth survey highlights what
we all suspected: that charities are continuing
to experience downward pressure on all income
streams and the fundraising environment remains
very challenging. While there are no real surprises,
there is plenty of encouragement that more charities
are recognising the medium term nature of these
pressures and are reporting tangible responses.
In particular, one in five charities are now saying that they are
actively considering a merger. This is up significantly from the last
survey and, whilst opinions vary as to the need to consolidate, most
commentators would see it as positive that more charities are at
least opening their minds to such a possibility.
Furthermore, a significant majority of charities (80%) report that
they have undertaken a strategic review in the last 12 months.
Again, this indicates that most charities are actively considering
their position in the sector and the extent to which they need to
respond strategically. Given the scale of the challenges, this must
again be a welcome development.
The overwhelming feeling, however, when reading the responses
to the questions posed, particularly the narrative responses,
is that the sector is in the middle of a major re-shaping and
that this is really testing the morale, ambition, energy and
competence of trustees and senior managers. Those who thrive
in these circumstances will undoubtedly emerge stronger for
the experience, but we should not underestimate the scale of the
commitment that will be needed to do so.
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Appendix 1:
Background and approach
The Managing in a Downturn series has surveyed senior fundraising
and finance professionals in the charity sector periodically since
2008 to chart the impact of the recession and the resulting economic
downturn on UK charities.
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The report is CFG, IoF and PwC’s
combined analysis of the survey data,
covering both finance and fundraising
professionals’ perspectives.
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Large (total income above £10m).
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•
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Survey respondents have been categorised
by size in the following way:

ii) Area of operation
Number of respondents

An online survey was completed by CFG
and IoF members between 10 October
and 25 November 2011, just over one year
on from the previous report, which was
compiled in autumn 2010. In total, 488
responses were received.

Area of operation (n.b. respondents could select multiple)
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Society/Workplace

Social enterprise

Religion

Health

0

Charity type/activity (n.b. respondents could select multiple)
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