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1. I ntroduction

This paper provides an overview of the funding ssvinent for the voluntary and
community sector (VC3$)ver the last ten yedrmcluding:

» information on the key funding trends and drivers;
e asummary of the current funding position; and
» possible futures for the supply of funding.

2. Key trendsin VCSfunding over thelast 10 years

21 Headline trends

* There has been consistent annual real term in@@&agecome over the current decade,
equivalent to growth of almost £1.5 billion (or %Xa year between 2000 and 2007 (see
figure 1 in Annex A).

* Between 1991 and 1999 the average annual increéseome was 4.5%, equivalent to
growth of almost £750 million per anndifsee figure 1 in Annex A.

« In the past three years earned incbhas become increasingly important in the funding
mix, making up over half of all charities’ incommeg figure 2 in Annex A).

* Voluntary income has continued to rise over theadedut at a much slower rate than
other types of income leading to a steady dectiritsiimportance in the funding mix (see
figure 2 and 3 in Annex A).

» However, the trend rate of increase in voluntagpime still equates to over £200 million
a year, some £1.4 billion of additional funding gared to the beginning of the decade.

* Investment income has remained roughly static sokibe terms over the previous six
years.

* Income from statutory sources has increased froh Hi8ion in 2000/01 to £12 billion in
2006/07 with a significant increase in the rate/aich it has been rising experienced
since 2004/05 (see figure 4 in Annex A).

» Government grants to the sector decreased to fillod fin 2006/07 (from £4.6 billion in
2000/01) while the sector received £7.8 billiorcamtract funding from statutory sources
— an increase from £3.8 billion in 2000/01 (seerf&g4 in Annex A).

2.2 What is driving these trends?

Income from the statutory sector has probably drihe voluntary and community sector
funding dynamic over the current decade. The ®iBtisector has seen a strong comparative
shift from grant funding (a form of voluntary incejnto contract funding (a form of earned
income) over recent years. Some of this shiflévitably administrative, a result of calls for
greater clarification of when statutory bodiesiareommissioning or grant making mode.

! This paper focuses on ‘general charities’ siniziththe core group tracked by the UK Civil Sogiet
Almanac which forms the key reference for this papehe 2009 Almanac provides the most widely
trusted reference on the size, shape and dynarhibs third sector.

2 Though in practice the figures quoted refer maialthe period 2000/01 to 2006/7 since this is the
period for which the most consistent and continuamadysis of sector funding is available. This
analysis is largely contained in the 2009 Alman&mce the first Almanac publication in 1996 vasou
changes to the methodology have taken place whieghly divide the 13 years worth of data into two:
estimates pre-2000/01 are thought to be an undmegstof the income to the sector. Figure 1 in
Appendix A illustrates the impact on income estiesatf the change in methodology pre and post
2000/01.

% Changes in charity accounting, rather than reakimses in income, result in higher estimates from
the year 2000/01 onwards. However, even bearimgiimal different accounting methods the sector’s
income has increased by 140% in real terms sin&,1@ £19.4 billion.

* See Annex C for a typology of income types and sl



Nonetheless, the underlying trend seems clearedhnterms there has been little change in
government grants from six years ago, indeed, teeamlight increase in 2003/04,
government grants to the sector appear to havedsed while earned income in the form of
contract funding has doubled. Increasing statutwegme is therefore primarily being
received via public expenditure on the delivergeifvices under contract rather than support
for the sector per se.

The Almanac analysis reveals that earned incomgariticular from statutory sector
contracts, is driving growth in the sector. Thisittnues a long term trend largely driven by
the sector’s increasing involvement in public seeyprovision.

Since 1997 the Labour government have arguedtibgtitave no ideological preference for
who should deliver public services, but ratherd®ly decisions should be informed by who
can provide the service most effectively for theoweces available: the public, private and
voluntary and community sector are all optionsisTanged emphasis led to the Treasury’s
cross cutting review of the role of the voluntang@ommunity sector in the delivery of

public services as part of the 2002 spending revidweport published alongside the
spending review made 42 recommendations designedrtove the barriers or ease the
burdens which prevented VCOs taking a greateringbeiblic service delivery. The
Government also made a financial investment: irttbme Office, to support the delivery of
the recommendations across government; and inuhedbuilders fund, to assist front-line
third sector organisations to build their capatitincrease the scale and scope of their public
service delivery.

The cross cutting review set a target of April 2@@6full implementation of its
recommendations; the National Audit office undektaaeview of progress; a further cross
cutting review was undertaken by the Treasury 0420 consider how to support
implementation of the 2002 reviéwand a further review, as part of the 2007 comgmeslve
spending review, of the sector’s future role inigband economic regeneration, built on the
preceding two reviews.

Consequently government policies to reform theveeji of public services and increase the
opportunities for VCS involvement in public servidelivery, have all helped to create the
conditions for the sector to increase its involvatie service provision. At the same time
the desire on the part of VCOs to achieve sustdityaby diversifying income streams has
often, in practice, meant earning more income.s imtans many charities are becoming
more market orientated in response to the charigimdscape in which they operate.

Although voluntary income has declined in imporentthe overall funding mix, it should
not be seen as a diminishing resource that isylikeefade away. It is still increasing and
continues to define and influence the shape anthtipe of the sector.

The Government has continually supported and predhedluntary giving by individuals and
the private sector through a range of policy dgwelents and initiatives, and has done much
to modernise tax effective giving methods overl#st decade. Since the first comprehensive
review of charity taxation launched in 1997, whiedl to theGetting Britain Givingpackage

of measures and ensuing Government-sponsored GBangpaign and, more recently, the
Giving Nation campaigh(a schools-based programme which aims to builevaculture of
giving and volunteering amongst young people), ipudlvareness and use of tax-efficient
giving has grown steadily during this decade

® In particular by building understanding, strengiing local partnerships and pressing for progness i
particular service delivery areas.
® http://www.g-nation.co.uk/




Current government policy in relation to charitaieing dates back to the publicationAof
Generous Societyn 2005. This document framed much of the curpeticy debate by
aiming to“foster a deeper culture of planned, regular and-&fficient giving.” More

recently, the Treasuryhird Sector Revietbuilt on these aims by setting out additional
proposals to encourage charitable giving and, itiquéar, increase the use of tax-efficient
giving. And in June 2007, the Government carrietlaoconsultation on the operation of Gift
Aid and published a series of further action poaitsgside the March 2008 Budget

Indeed there is clear political consensus arouadhéed to embed more widely the giving
habit and further increase the use of Gift Aidr &mample, work by the Centre for Social
Justicé’ and the Conservative’s Green Paper on voluntaigratboth argue for the need to
create a new ‘pro-social norm’: a widely held expé&on that people give 1% of their income
to charity.

While cultural change may take a generation to émgnt, more short term results could be
expected in relation to bringing about a cultur@lifanthropy amongst the relatively
wealthy. Consequently there continues to be saaif public policy interest in what has
variously been termed ‘new philanthropy’, ‘ventgtdlanthropy’ and ‘philanthrocapitalism’:
charitable giving by wealthy individuals, often aiving significant sums and, critically,
donations based on criteria that might be bestnexldo as ‘business principles’, most
typically cited as return on investment.

A further source of voluntary income worthy of peutar note is the National Lottery.
Income from National Lottery distributors contribdt£550 million in 2001/02. In 2006/07
organisations received £589 million or just und¥r & their total income from National
Lottery distributors, including the Big Lottery FdinArts Council England and the Heritage
Lottery Fund. One third of National Lottery fundit@the sector in 2006/07 went to health
and social services organisations — perhaps atiefteof the changing Lottery policy
landscape since the creation of the New Opporasfund in 1998, with a new, government-
directed focus on health, education and environniesntnerger with the Community Fund in
2003 and the creation of the Big Lottery Fund if@0 However, nearly one-third of Lottery
funding to the sector accrues to culture and réiorearganisations, a reflection of the
importance of the Heritage Lottery Fund to chasige&d a reminder that the sector does not
only benefit from the Big Lottery Fund. Nevertleddhe Big Lottery Fund is responsible for
giving out half the money raised by the Nationattexy for good causes.

3. The current position

31 Headline figures

» Charitable activity continues to grow with a neerf 6,810 general charities from
2005/06 to 2006/07. The total number of generatities is now over 170,900.

* In 2006/07 general charities’ income increased.Bya3from the previous year to £33.2
billion.

* Earned income accounted for £17 billion or 51.2%hefsector’s total income in
2006/07.

" Home Office (20057 Generous Society. Next steps on charitable gjivirEngland.

8 HM Treasury, Cabinet Office (200The future role of the third sector in social armbromic
regeneration: final report.

® http://www.hm-treasury.gov.uk/bud_bud08_giftaid.htm

19 Breakthrough Britain, Volume 6: Voluntary Secto2pg35.
Seewww.centreforsocialjustice.org.uk/client/downloatisd%20sector.pdf
 www.conservatives.com/Policy/Responsibility Ageasax




* Voluntary income accounted for £13.6 billion or&%. of the sector’s total income in
2006/07.

* Investment income accounted for £2.6 billion or 82the sector’s total income in
2006/07.

* Individuals are currently the main source of incdorethe sector, closely followed by
statutory sources - but 75% of all charities doreeeiveanyincome from statutory
sources.

*  56% of the public make a donation each month.

* Over 70% of legacy income to the sector is recebyeflist over 400 major charities.

» Three quarters of the income of general charigsdeived by the large and major
charities: 411 major charities (0.2%) control 42.8f the sector’s income.

* One third of the sector’s assets are held by jasir§anisations: four charities alone own
20% of the sector’s total assets.

* Nearly one in four micro and small organisationgehgecently experienced significant
volatility problems?,

» Over 98,000 organisations (57% of general chajitlesnot have enough funds to cover
twelve months of expenditure.

3.2 I ncome to the sector from individuals

Individuals are currently the main source of incdorethe sector, closely followed by
statutory sources. Over half of all voluntary imeto the sector comes from individuals
(52.5% in 2006/07). This is up from 47% in 2005/06.

International, environment and religious organdaireceive over half of their income from
individuals, indeed religious organisations receiearly two-thirds of their income from
individuals. By contrast umbrella bodies, law addocacy organisations and housing
organisations receive under a quarter of theirrmedrom individuals, and in the case of
employment and training organisations, as littl&@%.

Income from individuals is particularly importamtrfmicro and small organisations, though
this also reflects the small number of these ogiins which have a financial relationship
with the public sector. In fact, 59% of micro-onggations receive over half of their income
from individuals.

Individuals are also the main source of incomatiajor charities, accounting for 39% of
their income. This group of 413 charities, whiohludes many of the well-known
fundraising ‘brands’ generated 44p of every £1 findividual donors and purchasers.

UK Giving 2008" provides insights into trends in individual chabie giving up to March
2008. It reveals that:

* in a typical month 56% of the public make a domatefinding consistent with previous
years;

» despite emerging tensions in the UK economy atithe of fieldwork, many individual
donors increased their support for charities in7208;

» the mean average monthly amount given per donoedsed to £33 from £29 in 2006/07
(although the amount most frequently given - he. inedian gift - was relatively

12 As defined by the Almanac analysis as having hamt @ 20% change in income between 2005/06
and over a 20% change in income in the oppositztian in 2006/07.

13 UK Giving is based on now well-established surgegstions. The survey is run three times each
year as a module in the Omnibus Survey carriedptibhe Office for National Statistics. The
methodology has remained the same for the past jfwars.



unchanged, and has not changed significantly ifidiieyears this survey has been
carried out);

« high level donor¥ continue to drive the gift economy: only 1 indé@nhors gave more
than £100, yet their donations accounted for oedfrdf the total amount given.
Charities continue to be dependent upon a corpmbaimately 2.1 million relatively
generous, committed supporters;

* along term, gradual shift away from more spontasdorms of giving, which are
predominantly cash transactions, to more planndtiods using, for example, credit
cards and Direct Debit, continues to be evident.

As discussed in section 2.2, Government policy diverast decade has focused on ways to
encourage charitable giving and, in particularréase the use of tax efficient giving.
However, the figures suggest that while income frmtuntary sources (including both grants
anddonations) continues to grow by some £200 milligrear, it is growing at a slower rate
than earned income. Nevertheless, while earrema is driving growth in the sector,
voluntary income — and in particular individual dteble giving - will continue to define and
influence the shape and operation of the sectatedd, over 50% of voluntary income to the
sector is from individuals.

Legacy income is one form of voluntary income friomividuals worthy of particular note.
Charities’ income from legacies stood at £1.7 dmillin 2006/07, accounting for about 5% of
the sector’'s income. This was a 6% decrease tiecgrevious year. Legacy income is the
single largest source of fundraising income fortte300 charities, worth just over one-
guarter of their total fundraised income (26%).

Legacies form a substantial, though volatile, sewftincome for charities, although they are
still much more likely to be received by the latg@ganisations and have particular
importance to some general charity sub-sectors ¢edaijal services organisations and
environmental organisations, including animal wefeharities, which each receive nearly
one-quarter of legacy funding to the sector). CA@¥ of legacy income to the sector is
received by just over 400 major charities with juster 3,700 general charities in total
receiving legacy funding. People wishing to leenaney in their will continue to favour
well-established household name charities that hasteong track record. However, figures
for the most recent year for the top 300 fundrajsiharitie$® shows legacy income growth
slowed to just 1.2% in real terms. By comparisomual real growth in the top 100 legacy
incomes between 2002/03 and 2006/07 has been astriébe compared to the 7% reported
for the late 1990s.

3.3 I ncome from statutory sources

Income from statutory sourc&sotalled £12 billion in 2006/07, up by 5% sincerih@006

but a more moderate increase than in the previeas yA growing proportion of income
from statutory sources is earned via the delivéigeovices under contract. For example,
employment and training organisations receive twerthirds of their income from statutory
sources and social services organisations recdixatillion from government, accounting
for 42% of all government contracts to the sectdot surprisingly, these sub-sectors all
relate to public service delivery.

Medium-sized organisations rely on statutory inc@a¢heir main source of income. It
accounts for nearly 40% of their income, a higleeel of dependency than other income

1 High level donors are defined WK Giving 2008as those who give £100 a month or more.

!5 Pharoah C (2008}harity Market Monitor 2008. Tracking the FundiofjUK Charities. Volume
One: Fundraisers.

'8 This includes resources from UK central, local dedolved administrations, international bodies,
overseas governments and the National Lotteryilligbrs.



groups. Approximately half of their income fronistlsource is from local government.
However, charities in this group are more likely¢ceive statutory income as grants. Grants
account for 56% of statutory funding to this grougy comparison, micro and major charities
are more likely to receive statutory funding oroatcactual basis, receiving 72% and 77% of
their statutory funding from contracts. Theseistias should raise concerns about the future
sustainability of funding for medium-sized orgatisas as government grants remain static.

However, it should be noted that 75% of all chesitf117,000 charities) do not recearey
income from statutory sources. Fewer than onenmiticro charities had a direct financial
relationship with the state, whilst over two thi@fssmall organisations receive no income
from government. And almost half of the major migations receive less than 25% of their
funding from government. Indeed, only 16% of ctiesiare heavily reliant on income from
government.

It is also worth noting that in 2006/07 just untatf the statutory income to charities came
from local authorities (47%), which highlights tineportance of the relationship between
local government and the charitable sector.

34 I ncome from the voluntary sector

The voluntary sector itself is an important sowt&inds for general charities. This source
represents the grant-making activities of charitdhists and foundations, though there is
evidence to suggest that an increase in partnenahriking and trading is increasing the
circulation of resources within the sector.

Grants from voluntary organisatidhslecreased to 11.7% of all voluntary income in 2006
(from 16% in 2005/06).

Large charities receive most of this source of ineo However micro and small charities are
relatively dependent on grants from voluntary orgations. Nearly 15% of micro, small and
medium organisations each receive the majoritheirincome from other voluntary
organisations. In fact, for micro organisationsestvoluntary organisations are a more
important source of income than the statutory setite only income group for which this is
the case. This is probably a reflection of graakimg trusts and foundations specifically
targeting the smallest groups.

35 Other sources of income
Income from the private sector totalled £1.7 billia 2006/07, accounting for 5% of general
charities’ overall income.

Internally generated income — primarily from invasnts, but also the profits from trading
subsidiaries — accounted for 12% of income to garadrarities. This source of income was
particularly important for micro organisations, agnting for 15% of their income. This
reflects micro-organisations’ reliance upon investirincome such as interest earned on bank
deposits.

Investment income is particularly important to s organisations (this includes -many of
the large research foundations) and grant-makingdations, both of whom have substantial
investment asset holdings.

3.6 Distribution of resources across areas of economic activity
The sector’s resources are focused towards sai@land culture and recreation.
Organisations involved in social services, cultame recreation, and health activities make

" Grants from charitable trusts and those distrihin charitable intermediaries.



up the majority of the sector’s economic activitpdeed, social services organisations
receive one-quarter of the sector’s income.

3.7 I ncome volatility

It can be argued that as important as growth iarmeis the predictability of income. The
lack of predictability is a well-known issue fortlector (particularly in the context of
reserve levels — sék9) and is often blamed on the short term natureoofracts and grants.

It is well known that volatility and uncertainty income streams makes financial planning
problematic and can result in sub-optimal use sbueces as charities have to constantly plan
for ‘what if...” scenarios. Income volatility is meprevalent amongst smaller organisations.
Nearly one in four micro and small organisationgehgecently experienced significant
volatility problems, with over a 20% change in inewbetween 2005/06 and over a 20%
change in income in the opposite direction in 2006/

3.8 Expenditure

In 2006/07 general charities’ expenditure stoofi&t.2 billion, a real increase of 3.3% over
the previous yedt This suggests the sector is getting biggerrimseof its level of operation
and not just in terms of the number of charities.

Total current expenditure was almost £2 billiorslggan total income resources. This might
indicate that some organisations are generatingus or trying to build reserve levels,
however it is more likely accounted for by cap&apenditur&’.

The proportion of expenditure spent on the ‘missaamtinues to gradually increase year on
year. General charities spent £22.6 billion dagyut their charitable activities in 2006/07.
This represents a 3.6% increase in real terms fhenprevious year.

As organisations generate more income, they are kikaly to spend money on generating
funds. Major charities spent 13.9% of their expemd on generating income but micro
charities spent a much smaller 2.3% however theafagenerating income is falling as a
proportion of total spending.

3.9 Assets
Total assets held by general charities in 20063€sled £104.2 billioff. Total funds stood
at £19.3 billion, growth of £2.1 billion in 12 mdrst

General charities had, on average, sufficient fuod®ver three years’ worth of current
expenditur&. However, this masks significant disparities witthe sector: over 98,000
organisations (57% of general charities) do noeherwough funds to cover twelve months of
expenditur&.

While assets of all types showed growth, liabitited charities grew at a faster rate. Longer
term liabilities® showed more growth than short term ones, partiguiar larger

18 This increase equals the rise in income (3.3%).

¥ While an up to date estimate for capital expenditamot available, had the last available figare f
2001/02 increased with inflation, the sector waudde spent £1.9 billion in 2006/07.

% Grant making foundations, including those fundiesearch activities, accounted for half of the
sector’s assets and two-thirds of the sector’'sstmaent assets.

2 This figure includes foundations and trusts whimptheir nature as grant-makers, keep considerable
reserves to fund their grant-making activities pravide a source of income in the form of
investments.

% These figures include tangible fixed assets: feserve levels will therefore be lower, so this is
likely to be an underestimate of the proportiomfanisations with insufficient resources to cower
fall in income.

% Longer term liabilities are those where paymertis after one year



organisations better able to plan finances ovengdr period. This could be the consequence
of increased use of loan finance as a vehiclexpamsion of charitable activities, an
approach championed by Government initiatives siscRuturebuilders.

4, Theimpact of the recession

The impact of the current recession and the liketpvery time clearly dominates any debate
about the future income of the voluntary and comitgusector, particularly in the short to
medium term. Some work has already been undertakassess the likely impact of the
current recession on the voluntary and communitjosdased on evidence from previous
downturns. However, the evidence is thin and of@mflicting. The only certainty is that the
impacts are likely to be mixed: some organisatigifisfail; others will emerge stronger;
some sectors will face increased demands; otheey fé\t the same time some income
sources and costs will decline while others wilrsmse. Evidence suggests the sector is
relatively poorly capitalised and in the short-tamia-sized organisations in particular are
financially vulnerabl#.

Evidence suggests philanthropy is relatively restti while donations may dip they do
recover over time. Consequently it is the fundingctices and policies of statutory bodies
that is likely to have a major say on the healtthefsector.

Statutory funding practices, particularly in retatito public service delivery contracts, will
shape the impact of recession on 40,000 chariffes.example, a 10% cut in statutory
funding would equate to a drop of £1.2 billionmtdme to the sectdr However, it is worth
remembering that 130,000 charities have no funditagionship with government.

Investment income is particularly vulnerable a®mloination of lower interest rates and asset
prices reduce returns on investment. Grant makingdations in particular rely on
investment income, so in the medium term, anyifiathvestment income is likely to impact

on the sector’s voluntary income as foundationpacity for grant making is reduced.

In summary the evidence suggests:

» the sector’s total income does not necessarilyedeserin economic downturns;

» the sector’'s assets are held by a relatively smatiber of organisations, mostly
foundations. Therefore, many VCOs will notdieectly affected by falling asset values.
However mid-sized organisations in particular hbegen unable to build surpluses and
therefore reserves. These organisations in paatieue susceptible to short term falls in
income;

« the largest organisations are more capable ofersé. And smaller or less established
organisations are the ones more likely to suffedstaip;

« VCOs do not have sufficient reserves to withstamé\en relatively short
downturn. Many medium-sized charities do not havaugh reserves for 12 months;

- government funding policies, practices and attisuaie crucial,

- charitable giving from individuals does not fallesonomic downturns but corporate
giving varies with economic performance;

« some VCOs are cutting staff, but this may not beéespread,;

- donors focus giving on existing recipients durimgvdturns, implying that those
organisations or sub-sectors already attractingsycead support will emerge stronger.

2 Wwilding, K (2008)Economic downturns and the voluntary and commusgitgor: a short review of
the evidence
% Figures presented in a presentation to NCVO'’s #atyi Council, February 2009



VCS Funding: possible futuresfor the supply of funding

Public Sector

General public

* In the_shorter teriocal authorities could be more willing to exgor
possibilities for asset transfer following a redoietin property values.

e Thereis also likely to be further reductions to faldding as more countries

enter the EU.

« A new Conservative government is likely to resalgreater focus on
funding of local community groups to deliver nictervices.

< Both political parties are keen to explore oppadites for social investment
including the development of a social investmemikba

* In the_medium terma tighter economic climate is likely to resultr@duced
funding to the VCS as funding for public services aon-essential
activities reduces.

0 This could have a dramatic effect on VCOs, whiateiree nearly
half their funding from the public sector;

0 Or it could have a rather limited effect as fundiaghe VCS makes
up a very small proportion of total government shen

« Changes to public sector funding are likely to effdifferent parts of the
VCS differently. For example, we may see an in@éas/COs being
contracted to deliver innovative social care s&wior unemployment
services.

« Individuals budgets are increasingly popular withhgpolitical parties. If
implemented, they could have a negative impact 6O%¥ who are currently
delivering block contracts. But they could be aifpas move for
organisations delivering niche services.

The range of types of giving and varying motivasidor it mean that the impac
of the recession on giving is difficult to predikit.the_shorter terpwealthy
donors may defer gifts until the economy is mong¢ate. Some donors may
cancel their monthly direct debits.

The recession could result in changing patterrosumption. This could have
a positive effect on parts of the VCS as peopledrgconomise, e.g. second
hand shops. But it could also have a negative ilmpaorganisations trading in
more expensive ethical goods.

Technological advancements are likely to makestezdor donors to give to a
wider range of organisations and to make micro-payme.g. pennies4change

In the longer-termgiving from legacies is likely to increase wittetrise in
single affluent women. And future generations afiyg people who have been
the focus of government policy may be more likelgive donations.

Improvements to tax effective policies and publi@eeness are likely to
increase income from this stream.

Changes in social attitudes are likely to resulirinincrease in ethical
consumerism. This could effect giving to the VCSdanors choose to buy
ethical products over giving donations.

The trend towards venture philanthropy is likelyctmtinue, with donors taking
a more involved approach to giving.

Increasing global citizenship and technologicalaambements could result in
more donations going to charities working overseas.

New (social lending) and traditional forms (craghions) of mutual finance ma
become increasingly popular.

\U




Voluntary Sector

Private Sector

* In the shorter termma reduction in investment income could reduce VCS
funding from Grant Making Trusts.

* Inthe_longer-termGrant Making Trusts may be able to sustain legEls
support by spreading risk over several years.

» A more sophisticated social investment market,addsire to make limited
resources work harder may result in an increapedgramme-related
investment among Grant Making Trusts.

* Increasing demand and competition for fundingkislii to result in funders
demanding VCOs demonstrate longer-term outcomes.

* In the_shorter terma tighter public spending environment and a Istagenda
could result in an increase in the private-seatbrsntracting with the VCS to
deliver services on its behalf.

* The research points out that corporate social respitity is linked to business
cycles, suggesting that there will be little mof@ythis in the shorter-term.

* In the_longer-termincreasing need to rebuild trust results in geveector trying
to align itself more closely with the VCS throughieal investments, corporate
social responsibility and volunteering.

» A change in Government legislation in relationhe telease of money from
dormant bank and building society accounts cowdltén more money coming
to the VCS from this source.

11



Appendix A

Supporting graphs and tables

Figurel

General charities” income, 1991-2007 (£ billions)
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Source: NCVO, GuideStar Data Services

e Figure 1 shows the long term trend of increasegireral charities’ income.

« Changes in charity accounting, rather than reakaes in income, result in higher
estimates from the year 2000/01 onwards. Chamgé®iSORP meant that charity
accounts shifted from recording total income taltoicoming resources. Previously,
large qifts such as legacies that would be expendedmultiple years were not added to
annual income, but added straight to the balaneetst SORP compliant accounts now
include all incoming resources, which in part exgdahe step increase in total income.

* Income increases reflect both organic growth aecctieation of new charities. For
example, income has increased at a higher ratebibihirthe number of organisations and
their average income. The 2009 Almanac saw aduitian of 6,800 general charities to
its population estimates for 2006/07. The coresueaof the size of the sector now
stands at almost 171,000 general charities in the U



Figure2

Type of income, 2000,/01-2006/07 (%)
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Source: NCVO, GuideStar Data Services
Note: 2002,/03 figures are inferred.

e Since 2000/01 voluntary income has fallen by 9.4%.8% of sector income.

« Earned income increased by 11.9% over the samedokeri51.2% of sector income.

« Investment income remained roughly static in alisdierms over the last 6 years
accounting for £2.6 billion of income in 2006/0P4®f sector income) compared to £2.5
billion in 2000/01 (see figure 3).

Figure3

Type of income, 2000,/01-2006/07 (£billions)

Mearmed M voluntary I investment

18

25 24 23 2.6 26

2

2000/01 2001/02 2002/03 2003/04 2004/05 2005/06 2006/07

Source: NCVO, GuideStar Data Services
Note: 2002 /03 figures are inferred.
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« Figure 3 shows that while voluntary income has grower the decade, it has done so at
a much slower rate than earned income, leadingsteaaly decline in its importance in
the funding mix.

» Earned income is clearly driving growth in the sect

Figure4

Grants and contracts from statutory sources, 2000,/01-2006,/07F (£billions)

14

120

CONTRACTS

(4.8 (4.6)

fo4 2004/05 200506 2006/07

Saurce: MCVO, GuideStar Diata Services
Mot 2002403 fipures iferred

« The statutory sector has seen a strong compasdtiftdrom grant funding to contract
funding over recent years.

Figure5

Sourcas of woluntary incomea {induding legacies), 2005 /06200807 (%)
Wi ndividuals
WlPrivate sector

Voluntary sectar
Wsiatutorysounces

200506

Saurce: MCWE, 2006/07
GuieStar Date Services !
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Figure 5 shows the distribution of income from vahry sources compared to the previous
year.

« Income from statutory sources (i.e. grants) deewkaightly from the previous year to
31%, continuing the trend of grants from governnrentaining static.

¢ Voluntary income from individuals increased to 528%c¢ounting for over half of all
voluntary income.

Figure6

Sourca of income to charities by size of organisation, 2006 /07 ()

Mindividuals
Wst=tutorysourcas
Wolutary sector
WPrivats sector
.Internall:.-gmerabed

Micro — fiz
5
Small 55
1B
Madium 34
40

Saurce: MCWD), GuideStor Dita Services

Figure 6 illustrates charities’ income sources iag sf organisation.

« Income from individuals is particularly importamtrfmicro and small organisations. 59%
of micro organisations receive over half of theacame from individuals (see figure 7).

« Individuals are also the main source of incomenfiajor charities, accounting for 39% of
their income.

* Nearly 15% of micro, small and medium organisatieash receive the majority of their
income from other voluntary organisations (seerggr).

« For micro organisations, other voluntary organ@aiare a more important source of
income than the statutory sector, the only inconoeg for which this is the case.
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Figure?7

Majority funders: percantage of organisatiors that recaive
mare than 0% of funding from one sourcs, 200607 (%)
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Figure8

Importance of statutory funding and proportion of statutory funding by size of
organisation, J006,/07 (U]

M= of government funding ISovernment funding as 2 proportion ofincome
IL'I |1L'| I]O |3E| |40 ISO
Micra
Small
Medium

Large

Kajor

Soarce: WO WO, GaideStar Data Services
Figure 8 shows the proportion of government fundothe sector by size of charity.

The distribution is similar to the overall fundidgstribution for general charities,
suggesting that government funding may be drivirgfinding dynamic.

Medium size organisations rely on statutory fundasgheir main source of income.
These charities receive just over one-fifth of tgavernment funding to the sector, of
which approximately half is from local governmesg¢ table 9).

Statutory sources account for nearly 40% of threiome, a higher level of dependency
than other income groups.

Moreover, charities in this group are more likdign any other size to obtain statutory
funding in the form of grants, which account fo@®6f statutory funding to this group.
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Table9

Statutory income by size of organisation, 2006/07 (£billions)

Micro Smal  Medium Large Major Total
Central powernment B4 182.3 545 15510 24516 5143.7
Local povernmenit m 8.3 12953 1,BB0.5 23714 56525
Other gowarnment 21 436 2427 4700 4731 1,231.6
{Interrational and National
Lottery)
Tetal 130 J243 2402 F 39005 52062 12,0278

Searce: WCWD, GuideStar Dato Services

Figure10

Incoma typas by sub-secton, 006 /07 (% of incoma)
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Searce: WC WD, GuideStar Dato Services

The type of income received by different sub-sesitoshown in figure 1%.

Sub sectors which relate to public service delieryg. employment and training,
housing, education, social services and health) i greatest proportion of their
income and are less dependent on grants and dosati@r example, social services
organisations receive £4.3 billion from governmewtounting for 42% of all
government contracts to the sector.

Only three sub-sectors — international charitiesgious organisations, and grant-making
foundations — receive the majority of their incotineugh grants and donations.
Investment income is particularly important to @sé organisations (this includes -
many of the large research foundations) and graimg foundations, both of whom
have substantial investment asset holdings.

% It is important to note that these figures shoevakierage picture for each sub-sector, and do not
show the wide variety of income sources for indiritlorganisations.
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Appendix B

Charity Income Groups

Income of charity

Name

Less than £10,000

Micro charities

£10,000 to £100,000

Small charities

£100,000 to £1million

Medium charities

£1 million to £10 million

Large charities

More than £10 million

Major charities

Source: UK Civil Society Almanac 2009
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Appendix C

The different sour ces and types of income

Earned income

Investment returns

Voluntary income

General public Fees for services Individual donations
provided (gross, including Gift
Fees for goods Aid reclaimed)
Membership Covenants
subscriptions with Legacies
significant benefits | Membership
subscriptions without
significant benefits
Statutory sour ces Public sector fees | Funding grants
Payments for Grants to charitable
contracted services | intermediaries
Voluntary sector Services provided | Grants from
under contract charitable trusts
Grants distributed by
charitable
intermediaries
Private sector Sponsorship Corporate grants or
Research or gifts
consultancy
Patent royalties
Internally Gross turnover of Dividends
generated trading subsidiaries Interest payments
Rent from

investment property

Source: UK Civil Society Almanac 2009
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