Economic downturns and the voluntary and communitysector: a short review of the
evidencé

A generally thin, conflicting evidence base leaddaiconclude that any impacts are mixed:
some organisations will fail; others will emergeosger; some sectors will face increased
demands, others fewer. Some income sources arglwitisiecline; others will increase.
Evidence suggests the sector is relatively poapjitalised and in the short-term mid-sized
organisations in particular are financially vuln@ea

Government funding (grants/contracts) and donafjpamshases from the public are crucial to
the ability of the sector to emerge from any dowmtthey account for three-quarters of total
income. Evidence suggests philanthropy is relativesilient; therefore, the funding practices
and policies of statutory contractors and fundalishave a major say on the health of the
sector.

1. Introduction: what is different about the voluntary and community sector?

» There is clearly a significant amount of analysigiting to the impact of a downturn
upon the main sectors of the economy (public, peiMaouseholds). A starting point
for this review might therefore be: what is diffet@bout VCOs that necessitates a
separate analysis?
» The distinctive characteristics of the third seetoonomy are:
o Dependenceipon philanthropic support from individuals: urghtime,
charitable donations (whether actual or promisatiéenform of legacies)
o Dependencepon statutory sources of income, increasingitreahincome
for the delivery of welfare services
0 Relianceupon philanthropic support from other institutiogsants from
trusts and foundations (which implies significaamtycling of capital within
the sector) and government agencies (including BLF)
0 Relianceupon investment income, which in turn is a functid the
performance of equity markets and property markets
o Distribution. A heavily skewed resource distribution, with a dmamber of
large organisations and a long tail of much smalidities.
* Therefore, the main focus of this review is upaadistinctive characteristics of the
sector

2. Key learning — the big picture

2.1 The evidence
* Our research examined both historical and conteanp@vidence from the UK and
abroad, with a particular examination of UK dateeeging from previous recessions.
» We caution that the evidence is mixed and ofterflicting. There is a limited
amount of long-term trend data, and a considerainieunt of media conjecture and
anecdote$?

2.2 General resilience

» The sector’s total income does not necessarily dease in economic downturns.
While in previous downturns, some charities regbdecreases in income, approximately
an equal number reported increases, with the étiverreporting no change. This leads
to the conclusion that organisations experiencentlarns differently, and that
philanthropy is resilient. Responses therefore nesd to be individual and targeted.

1 NCVO Research, November 200&lease note this is not for circulation withoutrpission of the author.
Contact: Karl Wilding, Head of Research. T: 020072278 Ekarl.wilding@ncvo-vol.org.uk




Evidence indicates the sector is poorly capitalisedhe sector’s assets are held by a
relatively small number of organisations, mostlyridations. Mid-sized organisations in
particular have been unable to build surplusesiaae:fore reserves. These organisations
in particular are susceptible to short-term fatlgncome.

The largest organisations are more capable of reghce. Although there is anecdotal
evidence of large charities making redundanciesenario planning for 10% cuts in
income, evidence generally points to the resiliarfdarge or more established charities
during an economic downturn. Resilience reflectsebestrategic planning, capitalisation,
relatively diverse income streams, and greaterapp@ fundraise effectively.

Smaller or less established organisations are thees more likely to suffer hardship.

A recurrent message from umbrella bodies is thehdwan economic downturn the
strong get stronger and the weak get weaker. Whilgér organisations typically have
wider resources to draw from (including larger fin@l reserves) and a more specialised
workforce (including professional fundraisers, caigpers, and volunteer co-ordinators)
who can respond to shifting needs, smaller orgéioisamay lack the capacity to adapt
quickly in order to cope with increased financiakervice pressures.

2.3 Income

In the last recessiorapproximately one-third of charities reported sictall in their total
income over a two year period (1991-93) in thelaséssion. If inflation is taken into
account (6% over two years) two-thirds of charig&perienced a real fall in income. If
the effects of inflation are ignored, it is notibathat significant responses to many
guestions regarding income were ‘no change’

Government funding policies, practices and attitude are crucial.36p in every £1 is
from statutory sources. However, evidence fromdkserecession suggests both central
and local governments cut funding. Of those wheedgpced a change in their
relationship with government, one third cited dntfunding. More recently, evidence
suggests practices (such as late payment) cateatillto problems with cashflow.
Charitable giving from individuals does not fall in economic downturns. There is
historical evidence from both the UK and US whigmdnstrates that recessions simply
slow the rate of increase in charitable givingt &ssgiving has failed to keep pace with
increases in GDP, it will probably not fall proportately as GDP contracts. Unpublished
evidence from NCVO/CAF suggests in the last yearitdble giving levels showed a
small increase.

Donor attitudes and habits may changeAnecdotal evidence suggests that donors focus
on causes they already support; and they changeggivode so more reaches the cause.
Corporate giving varies with economic performance.There is conflicting research on
this issue, but it appears that falling profits ng@yerate a reduction in corporate giving.
In general corporate giving is more closely relatedconomic performance rather than a
reaction to the wider economic climate, with cogierdonations in the UK having
increased steadily over time.

Charities’ investment and legacy income will be aéfcted by the falling value of

assets (equities, bank deposits, property) and lowimterest rates. The value of
legacies will be impacted upon by falling propgstices and the fall in value of
investment portfolios. Falling investment incomdl wiostly hit trusts and foundations —
evidence suggests that a majority will maintaimestuce grantmaking.

2.4 Paid workforce and volunteers

Some VCOs are cutting staff, but this may not be wliespread. Anecdotal evidence
suggests some VCOs are making redundancies -cetdff represent almost 50% of total
expenditure. However, the concentration of staffantract-funded social care activities
may limit redundancies in the sector. An easinglaimarket may place downward
pressure on costs.



» Skills gaps and shortages may eas€he relatively widespread skills shortages rembrte
in recent years may ease as the labour marketesiack

* The impact on the unpaid workforce is mixed. While there also may be a potentially
larger pool of volunteers, there are costs asstiatth volunteering to both the
volunteers themselves (e.g. transport), and orgaars (e.g. training and management).
Without organisational support (such as reimbursgroEexpenses) volunteers tend to
drop off, and as the costs associated with volusteése, organisations’ capacity to use
them is reduced. Volunteer using organisationgapecting greater interest.

2.5 Differential impacts?

» Sub-sectors fare differently.In the last recession some sub-sectors in the dyKas
increase in income, such as international aid aitd-based organisations. Problematic
areas of work (housing, general social servicesingonity and economic development
and the arts), where needs (unemployment, homelesspoverty) have grown more
severe whilst resources are constrained

* The impact of the downturn on need for VCS servicewill also be unevenboth sub-
sectorally and geographically. Levels of need iyt to change in both directions.
There will likely be a higher need for welfare sees, advice and counselling (e.g. debt,
housing, employment), but a lower demand for fesrgimg leisure and cultural activities
(e.g. theatres).

3. Total income and scale of the sector

3.1 Background

» The sector has been growing significantly over the last decadand growth may
continue. This growth — more aggregate income, but also ragganisations — disguises
significant volatility in total income.

* Itis therefore perfectly feasible that aggregatzaases in income streams could
continue, but that individual organisations wiledalls, particularly if the number of
charities continues to grofw.

* A number of academics have nevertheless remarkewl tiye disruptive impact of a
downturn and in particular the likelihoodiotome redistribution, suggesting that a
downturn could exacerbate existing trends (whegelacharities are taking a greater
share of the sector’s inconeSome have argued that, at an aggregate levemtydead
to an improvement in efficienéyThis however only relates to the public services
delivery function of the sector.

3.2 Total income: evidence from the last recession

» Evidence from the last recession paints a mixed giore. Approximately one-third of
charities reported a cash fall in their total ineoaver a two year period (1991-93) in the
last recession. If inflation is taken into acco(8% over two years) two-thirds of charities
experienced a real fall in income.

» The answer will differ according to the outlook forinflation. If the effects of inflation
are ignored, it is noticeable that significant msges to many questions regarding income
in the last recession were ‘no change’.

* Sub-sectors fare differently.Some subsectors saw an increase in income, such as
international aid. Problematic areas of work (hogsgeneral social services, community
and economic development and the arts), where rjaadmployment, homelessness,
poverty) have grown more severe whilst resourcesanstrained °

3.3 Total income: evidence from earlier periods
 Evidence from the earlier 20" Century suggests downturns do not significantly
reduce income Evidence from the UK and the USA' inter-war period is relatively



optimistic, citing the resilience of donated incoimeyarticular. This of course disguised
different experiences — a common theme in our aiglyand the evidence unsurprisingly
points to the greater resilience of larger chagitfeor example, over the period 1908-27 a
review of charity finances remarked upon:

"the remarkable steadiness of the figures oveptréod... The period 1908-27 included
the great war, the post-war boom and depressiagelancreases of taxation, the coming
of state schemes of health and unemployment inseir@md of old age pensions, and a
great change in policy with regard to domiciliargar relief. All these happenings might
have been expected to produce great changes emntlognt given to charity...yet the
changes have been relatively small. the total 'needme’ of the charities covered was
about the same at the end as at the beginningegb¢hiod, and the tendency on the
whole was a steady rise in money income, laggimhinethe rise of prices?

3.4 Changes in the number of organisations

The total number of charities or the ‘birth rate’ i s not related to changes in GDP.
Although more detailed analysis is required, tltkyes not appear to be a link between
the economy and the rate at which new charitiesemistered. Indeed, there may even be
more registrations in recession ye#rs.

There is no empirical evidence regarding levels aherger activity. A number of
observers have argued that merger levels will as@ewhilst arguing that it remains
difficult to merge organisations. Perhaps convgrsaany have highlighted more
competitive (rather than collaborative) behavionitsbecome more widespread.

3.5 Charitable giving and philanthropy

2005/06: £9.7bn (31.5% of total income, excludiegdcies) is from individual#
substantial proportion of this amount (£5.6bn)psifchase giving’, typically fundraising
income.

Likelihood: Low/Medium?

Impact: High

3.5.1 Individual philanthropic support: overall levels

There is plenty of evidence from the US that chaté giving does not fall during
economic downturns: in fact, evidence suggestsdtanturns simply slow the long-run
growth of charitable giving. Giving USA reports:

In years with a recession, giving has increasedp@zent (current dollars). The average
rate of change in giving during a recession is aplof 1 percent. This decline compares
with the total 40-year average of growth in givioig2.8 percent for 1967 through 2007.
During years without a recession, giving has insedan average of 4.3 percent. Using
one definition of a slowdown, giving grows an ageraf 0.8 percent in years with a
slowdown®

UK evidence on household giving for the period 19884 suggests a long term decline
in participation. The proportion of households giincreased in 1980, 1984, 1986 and
1991. 1974, 1980 and 1991 were recession yeaes the evidence is mixed at best to say
participation increases in downturns.

3.5.2 Individual philanthropic support: distributio n

Size of charity may matter.There was also US evidence that the largest oraf@nms

were able to weather the storm: the four largesteusities saw income increase at a time
when others saw decreas@slowever, a recent slowing gfowthin fundraised income

for the largest charities in the UK made bode béaiysmaller organisations.

Averages hide variation in experienceEvidence from the US and the UK suggests that
even when income from a particular source falldliersector, many organisations will
still see an increase. As one commentator nteganisations appear to experience



economic downturns differently depending upon thméésions, fund raising programmes
and other factors” Giving USA reports that:
Not all charities, or even all types of charitiexperience the “national average rate of
change” in any year, let alone in recession yeémdact, Giving USA surveys from 2001
through 2007 found that in all years, 49 to 59 mtcof charities saw growth in giving.
Even in the worst year surveyed (giving in 200slthan half saw a drop in total gift
dollars received

» Survey evidence from the early 90s recession itutkdound that one quarter of
charities reporting either an increase or decrigmdenations; one third reported no
change?’

» Evidence from the US suggests that during the @eatession human services, health
care and faith based organisations maintainedrghilapic support® More recent US
evidence supports thfs.

3.5.3 Individual philanthropic support: donor behaviour

» Donors may carry on giving Evidence from the UK and US suggests donors educ
other commitments before gifts (clothes; holidagating out) and that they may in fact
increase giving as need becomes more appafént.

* Employment levels probably matter UK evidence suggests that households where the
head is in employment are more likely to gfvén particular, unemployment reduces the
propensity of a household to give by 7%.

» Donors focus on existing cause&vidence suggests donors focus giving on existing
recipients during downturns, implying that thosgamisations or sub-sectors already
attracting widespread support (e.g. faith basedrosations; overseas development;
animal charities; medical research) will emergergier. Some suggest in a downturn
some causes are perceived as more desetving.

* Mode of giving changesEvidence from the US suggests that during the Great
Depression, philanthropists changed the timindneirtgifts: they deferred gifts, with the
proportion of income from bequests rising signifitg “although gifts showed a sharp
decrease in depression years, the amount of begjslestved a sharp increasg”

» Donors cut back on fundraising eventsThere is already substantive anecdotal evidence

for the UK that fundraising events are being cdrdéf A US academic argues that
donorspull back on the number of events that they wilead” preferring to see all of
their donation spent on the cadse.

3.5.4 Philanthropy

* It may be the case that in a ‘middle-class’ rea#ssie could see a real impact on major
gifts by high net worth individuals. However, itudd equally be argued such people are
most resilient to a downturn. Policy exchange rdgargued:
Very few people will be unaffected by the globaricial crisis, so it may seem an
inauspicious moment to be discussing how to expai@nthropy among the wealthy in
Britain. The first of our two reports on the sulijg@ive and Let Give — on building a culture
of philanthropy among high-earning City professisnawas published when bonuses were
still booming in December 2007. Despite the scékb® crash since then, the fact remains
that wealthy people will fare much better than mioshe imminent recession; what is more,
their numbers have grown prodigiously in the pdst/&ars. The total wealth of the 1,000
richest people increased from £99 billion in 198°£412.8 billion in April 2008Below them,
the so-called mass affluent have also grown rapadigt now constitute about 10% of the
population®

e The Community Foundation Network conversely arghasthe last recession saw major
donors increase their giving. Paul Bostock, incayrihair of CFN, is upbeat.
"Community foundations managed initiatives that gawweased charitable giving
through the recession of the early nineties andugh the teeth of the dot-com crash,"
"Where major donors become involved with a locahgwnity then our experience is



that they respond first and foremost to increaseahand, rather than a squeeze on
finances."

3.6 Legacies

2005/06: £1.8bn (5.8% of total income)

Likelihood: Medium

Impact: Large charities - High
Small/medium charities - Low

» The value of legacies will be impacted upon byitiglproperty prices and the fall in
value of investment portfolios. However, the deddrnature of legacies might mean the
impact of falling asset prices is not realised|dater years.

“Legacy income is well known to follow house pricgs will certainly fall — although |
think dezglth rates rise slightly in recessions whitdly have a very small offsetting
effect.”

* Legacies may however be relatively resilient. Enimkefor the UK suggests that during
the last recession legacies were the income stie@shcited by charities as falliiy.
Given the particularly skewed distribution of legescthis may go some way to explain
the resilience of large charities.

3.7 Corporate support for the sector
2005/06: £567m (4.4% of total income)
Likelihood: High?

Impact: Low?

» Empirical evidence from the US suggests that cateosupport for arts charities is
closely related to the business cy¢leearnings drop, this corporate generosity drops
immediately too:*" Wider corporate donations appear to have decimegcession years.
32

» Evidence from the early 1990s downturn in the Udlicates declining corporate support
for charities. However 45% of respondents iderdifi@ change in suppatt.

* However, UK evidence also indicates increasesofitgand presumably decreases) do
not translate into proportionate increases (deesjas corporate philanthropy. So, if
company profits fall, corporate support might rait by the same margi.

* The same UK evidence also suggests that lower oftasporation tax (a potential
policy response in a downturn?) will reduce compgining;

» Evidence from the UK and internationally collatgdBiTC argues that corporate
performance and CSR are positively correlated. Btimm of CSR is therefore a likely
mitigating strategy.

3.8 Trusts and foundations

2005/06: maximum £3.5bn (11% of total income)
Likelihood: Medium?

Impact: Medium?

* New formations likely to slow.A number of commentators have highlighted the
likelihood that formation of new trusts will decéiri'There will also be a big drop in new
charitable trusts being established (or new endomim existing trusts) as a result of
falling city bonuses”

* Foundations will smooth out fluctuations in their avn investment income Evidence
from ACF suggests that the larger foundations atieipating flat grant-making next



year. Greater problems are anticipated in 2010 8130Evidence from the US — where
the foundation sector is much larger — supporttdi®n that foundations smooth-out the
impact of recessions on their grantmaking.

Foundations are limited in their ability to support the sector in a downturn.

Although foundations hold much of the sector’s styeent assets, they are generally
small organisations. ACF argues that:

Overall, financial crises in funded charities argremely time-consuming for funders to
deal with. Trusts...are small organisations with viemy staff; they don‘t have the
capacity to manage much of this. One consequerthatishey will have to prioritise

their time and so it is likely that they will focas supporting charities and organisations
known to them; and on protecting those key stratbgdies that are important to them or
to the spheres of interest in which they are waykin

3.9 Statutory support for the sector
2005/06: £11.0bn (36% of total income)
Likelihood: Medium?

Impact: High?

Government funding policies, practices and attitude are crucial.36p in every £1 is
from statutory sources. However, evidence fromakserecession suggests both central
and local governments cut funding. Of those whceerpced a change in their
relationship with government, one third cited datfunding. More recently, evidence
suggests practices (such as late payment) cateatillito problems with cashflow.
Government funding of the sector does not closelydck public expenditure. Trends
appear to show a fall in central government funaihyyCOs in the 1990/91 recession,
though this was not limited to recession years taport on central government funding
the Home Office remarked:

“in general, funding of voluntary and community angsations expands and contracts
more markedly than government spending as a wholgher words, central government
departments appear to treat this kind of fundingamore flexible or discretionary
element, to be increased or decreased in resp@nsednomic exigencies or policy
changes in high-profile areas such as homelessnessnployment or crime’®

3.9.1 Local Government

There is widespread concern and even anxietyustified or otherwise — that local
authorities will cut funding to VCO¥.There is concern that discretionary budgets in
particular will be cut and that the scope and degptbuch cuts will not be apparent until
the end of the financial year. NAVCA argues:

When under pressure councils often take servichsuise or target voluntary sector
grants. A lot of fear has been expressed thattilisiappen. The extent to which this is
happening will become clearer as we approach A3909.

This will be a problem for organisations of allesz The CEO of a large leisure trust
argues:

As pressure on personal ‘discretionary’ spendingints | can imagine that large holes
will begin to appear in the revenue budgets of lgraups. This will hit large companies
such as [leisure trust] quite hard. My hunch isttlacal councils (and their
officer/member core) will want to drive a harderrgain in setting annual grant levels to
local groups than previously. The first signs a$ lre already showing. This raises huge
guestions not only about the model of commissiotairge adopted — just how many
‘intelligent commissioners are there out there ableonstruct imaginative tenders of the
sort proposed in the Public Services Administrat@iect Committee report? — but also
about the capacity of the sector itself to resptngluch enhanced formal expectations.



» There is significant anecdotal evidence that locauthorities are cutting funding.
Evidence from the last downturn suggests that bine of charities felt their relationship
with local government changed — and where it ditis @ funding was a common
response.

» Inthe crucial area of advice services, cuts are hget apparent. Citizens Advice
report that:

Our member bureaux receive over half their incoramflocal authorities. We are
concerned that the economic downturn will havemapact on funding from this source,
as non-statutory services such as advice becomenaldle to funding cuts, but we have
no direct evidence of this so far. 38% of burehaxe said that they have already
discussed the economic downturn (and the posgibiliteceiving extra funding to
increase capacity) with their local authority.

D

. Expenditure

» The impact of relatively high inflation on the sachas been widely reported, with a
particular emphasis dnel costsand the knock-on impact on mileage allowances for
volunteers. However, with inflation forecast toued significantly this may be less of an
issue.

*  We estimatemployment costsare almost 50% of total expenditure. An easinguab
market may reduce wage inflation in the sectonigiowe should not expect significant
downwards pressure. Evidence continues to showsétabr salaries generally remain
below those in the public and private sectbrs.

» Cashflow is widely argued to be problematic. Thkiighlighted here as we are aware
that some organisations receive payment of grarttifig on the basis of providing
receipts for expenditure.

5. Assets and reserve levels

2005/06: £97bn assets; of which £56bn are invedtassets
Likelihood: Medium?
Impact: Large Charities/Foundations - Medium

Small VCOs — medium/low

5.1 Background

» The sector's assets are narrowly concentrateich the hands of a small number of
organisations — approximately 50% of total assetdald by 743 charities. Therefore,
many VCOs will not belirectly affected by falling asset values.

* Many VCOs are poorly capitalised with low reservedvels.As a result they are
relatively unable to withstand periods of unceain

5.2 Property

» Falling property prices and credit unavailability may be deferring the construction
of community assetsWe have received evidence that community assedibgiaind
social housing is threatened by falling properiggs (some developments are no longer
viable) or the unavailability of credit.

» Falling property prices are a problem for social haising providers. In the case of The
Environment Trust, a 15% revision of the marketieadf its property has left it with
unsold property, resulting in the Trust going ifiqmidation:*

» Falling prices may facilitate the purchase of community assetd&Ve have not received
evidence of any increase in asset purchase, hunaer of commentators have
highlighted this potentidf: Futurebuilders argued:;



The ongoing fall in property prices could also mesan unexpected opportunity — some
third sector organisations are considering takirdyantage of the bargaining power
afforded by a distressed market to increase thein ibong-term sustainability by
acquiring an asset that might have been unattaimaiokil very recently?

5.3 Reserves

Few charities have large reserved here is widespread anecdotal evidence that VCOs
do not have sufficient reserves to withstand amegtatively short downturn. Charity
Commission estimated in 2003 that the sector medggregate, the equivalent of 12
months income in reserves, but that 90% of resexmees held by 10% of charitiés.

Many medium-sized charities do not have enough resas for 12 months The same
Charity Commission research estimated 64% of mediuanities did not have 12 months
of expenditure in reserve. 43% of large charitielsnbt have this level of reserves.

As a member of staff at a social enterprise in aitration noted;The long-term lesson
is you need to preserve a big pile of cash andofse that's one of the things that is
hardest to dd&**

6. Paid workforce and volunteering

2005: 611,000 paid employees
2005: 11.6m people formally volunteer once a month
Risks are particularly mixed in the area; there tmay@s many opportunities

6.1 Background

Approximately 1 in 50 paid staff are employed ig tloluntary and community sector.
The number of paid staff has been increasing b§QIDper year in recent years, but a
tight labour market has brought problems of slelisrtages and upwards pressure on
employment costs.

6.2 Paid staff

Some VCOs are cutting staff, but this may not be wiespread. Anecdotal evidence
suggests some VCOs are making redundancies -cetdff represent almost 50% of total
expenditure. However, the concentration of staffantract-funded social care activities
may limit redundancies in the sector. An easinglaimarket may place downward
pressure on costs.

Skills gaps and shortages may eas€he relatively widespread skills shortages repbrte
in recent years may ease as the labour marketesiack

6.3 Volunteers/Unpaid Workforce

It is difficult to generalise about the impact of adownturn on the economy Whilst
some individuals seek to ‘retool’ their skills, etthouseholds substitute paid work for
unpaid work to address money worries. Although lowages and unemployment reduce
the opportunity cost of volunteering, unemploymierparticular damages the social
networks that connect individuals to opportunif&s:*’

Voluntary organisations are expecting more voluntees to come forward. Evidence
collected by Volunteering England suggests moréegraionals seeking new skills are
anticipated: More people out of work looking to update theitlskand CVs through
volunteering.*® Broadly speaking, there is mixed evidence as tetidr voluntary work
acts as a direct route to paid wérk.

But those in work are more likely to volunteer.There is evidence that those in paid
work are more likely to volunteer, perhaps implyfegrer volunteers in a period of rising
unemployment — for example, VSO has struggledltitsiplacements>* Finally, some
evidence suggests volunteering levels are notectlat the wider economy.



» Individuals might find volunteering more costly. While there also may be a potentially
larger pool of volunteers, there are costs asstiatth volunteering to the volunteers
themselves (e.g. transpotf)Organisations are concerned this will deter valars.

» Organisations might find volunteering more costly. Organisations also need capacity
to take on more volunteers (e.g. training and memamt). Without organisational
support (such as reimbursement of expenses) vamtend to drop off, and as the costs
associated with volunteers rise, organisationsacayp to use them is reduced.

7. Need for services

* Need for services in some (though not all) areas lincrease.There is evidence
from the last recession and common agreement armouagent infrastructure bodies
that the need for services provided by some VCdldnerease. Futurebuilders
recently argued that:

The prevailing view is that economic conditions lgtely to create increased
demand for advice services, mental health suppaitservices to combat drug and
alcohol dependence — all areas in which the thadter’s ability to provide added
value are widely recognised.

» Advice services are widely argued to face increaselgmand.Citizens Advice has
recently recorded a 9% year on year increaseémtslj with a particular increase in
demand for advice on redundancy and mortgage/loeara>*

» Organisations working to increase labour market paticipation will face
increased demandlt has also been argued that their funding wilshaeezed as a
result of contractual performance targets beingtagpon a presumption of full
employment. Someone with long experience of thieosergued:

“the recession will put a lot of pressure on thenyarganizations whose work
centres on enhancing the employability of theierais. Here in the NE we could be
back to the situation we had in the 80s when we\patting people through all sorts
of training programmes but without much hope dftagt the end of it. That led to a
lot of scepticism about ‘govvy schemes’, seen e l@out massaging the
unemployment figures. Clearly, in an era of higheemployment there’s not going
to be much prospect of people with labour markétide getting jobs...and yet
presumably the programmes which the third sectdrdeliver will still be paid for

on the basis of outcomes”



! There are of course other sources of distinctiseneot least of which is the non-distribution
constraint, whilst behaviours (utility, not surplusaximisation) are clearly different from the (e
sector.

2 please note that where individuals have been dubty have frequently reminded me to note the
lack of supporting evidence for what often arertloinions. As | have shortened quotes in manysase
readers should be aware that my paraphrasing pypssisrepresents their opinions.

% A number of web-based reports have been accessid dhe research. They are available at
www.delicious.com/3s4/downturn

* The number of charities on the Charity Commisségister has grown continuously since the register
was created in the early 1960s.

® Rob MacMillan of Sheffield Hallam University, argsithat although there is no empirical evidence:
“I think there is a lot of churn in the sector diet best of times (organisations growing, contragtin
births, morbidity, comas, deaths).. | think the onanpact of downturn/recession is likely to beesev
disruption and redistribution of resources”

® Typical is the following quote‘At the risk of being controversial, you could pdke question of
whether recession raises productivity - this wasadely argued to be the case for UK manufacturing
in the 1980s - both through a process of interdenge (firms improving efficiency in order to
survive) and external change (exit of less efficientry of more efficient).”

" CAF (1993) Charities in RecessidFhese findings are unweighted — i.e. the proportif

respondents does not reflect the profile of theupatppn. Moreover, it does not follow that teector’s
total income fell.

8 CAF (1993) Charities in Recession

® Taylor-Gooby, P (1994) 'Charities in Recession:cHEimes for the Weakest?' in Saxon-Harrold, S
and Kendall, J (eds)(1994) Researching the Volyractor 2nd edition, (Tonbridge, Charities Aid
Foundation), pp101-112

2 Mohan and Gorsky (2001) Don'’t Look Back? Voluntand charitable finance of hospitals in
Britain, past and presertondon: Office of Health Economics. See
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