
 

How can we ensure a sustainable funding 
environment for charities?  
We want to hear your ideas too – this is your chance to answer questions on the future of 
funding in the voluntary sector. 

What are the biggest challenges? 
Charities have had to operate in one of the toughest economic environments since the 
aftermath of the Second World War. The Financial Crisis in 2008 brought on a recession 
which saw the total value of the UK economy fall by 7.2% - and the UK economy is still 
smaller than it was in 2008. 

This has created a double challenge for charities. Firstly, a lack of growth has squeezed 
incomes, seen businesses tighten their belts and put pressure on the public finances. This 
has negatively impacted the voluntary sector’s income. According to the latest data 
available the voluntary sector’s income has fallen from a peak of £39.5bn in 2007/08 to 
£38.3bn in 2010/11 (in April 2011 prices).  

Grants given by central and local government have fallen by 21.8% between 2007/08 and 
2010/11 and income from investments (rents from property, dividends, interest on 
deposits) has fallen by nearly 29% over the same period. Giving from individuals has held 
up, with slight growth of 2% between 2007/08 and 2010/11. Earned income from the 
public sector has also risen by 9.1% over that period.  

Secondly, the effects of the economic downturn have increased demand for the services 
that the voluntary sector provides. A survey of 1,000 charity professionals by the Guardian 
Voluntary Sector network in July 2013 found that 85% expected demand for their 
services to increase and 35% predicted a dramatic rise in demand. 

There has also been a rise in the number of people employed in the voluntary sector with 
the workforce rising from 668,000 in 2008 to 732,000 in 2011 – giving another indication 
of the level of demand.  

In order to create a sustainable environment for the future, charities will need to meet 
these twin challenges both through generating additional income and through better use 
of resources to meet demand for services. 

How has the voluntary sector risen to the 
challenge so far? 
As part of a long term trend, the voluntary sector has seen a growth in earned income as 
charities have sought to make themselves less dependent on voluntary contributions from 
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individuals, government and businesses. In 2000/01, earned income as a proportion of 
the sector’s income was around 39%. In 2007/08 it was 49.7%. By 2010/11 this had risen 
to 55.7%.   

The main driver behind this growth has been earned income from government. In 
2000/01, the voluntary sector earned £4.48bn from “statutory sources”, in 2010/11 the 
sector earned £11.23bn. Since the recession, growth in earned income from statutory 
sources has continued to rise – though not as quickly as before. This has been due to a 
number of factors including voluntary organisations seeking to become more involved in 
the delivery of public goods and services, as well as policy decisions by governments to 
move away from directly delivering services towards a seeing government as more of a 
“commissioner” of goods and services.  

Earned income from individuals has also grown despite the recession - by around 15% 
between 2007/08 and 2010/11. There has been a shift towards voluntary organisations 
raising additional revenue through their charitable activities such as fees, rent and other 
charges and away from traditional fundraising trading (raffles, selling products etc.). In 
2007/08 earned income from individuals was evenly split between charitable activities 
and fundraising trading - £3.5bn each. However by 2010/11, earned income from 
individuals through charitable activities raised £5bn and fundraising from individuals was 
down to £3.1bn. 

There has also been a contrast between how organisations of different sizes have coped in 
this tougher funding environment. Unsurprisingly, smaller organisations have seen the 
total funding available fall whilst the largest voluntary organisations have seen their 
income grow. 

In terms of expenditure, voluntary organisations have managed to keep relatively tight 
control of their budgets. Costs of generating funds and governance costs have been 
remained similar. The amount of expenditure spent on charitable activities as a proportion 
of expenditure (excluding grants) has also increased between 2007/08 and 2010/11 – 
rising from 82.6p in every pound spent to around 84.4p. This indicates that voluntary 
organisations have taken the challenge of doing more with less seriously.  

What’s the potential for the future? 
The return to economic growth should create a better environment for voluntary 
organisations to operate within. Growth in wages is expected to pick up from 2014 
onwards and this should support income growth from individuals and businesses (both 
earned and voluntary).  

This should create opportunities for voluntary organisations that are willing to find new 
ways to reach out to donors (individuals and businesses) or develop products and services 
to generate income.  

The government’s recent announcement that it would seek to run a budget surplus by 
2018/19 means that income from statutory sources is likely to be squeezed for the 

 



 

 

foreseeable future, depending on the next election result. However, all parties appear to 
support voluntary organisations delivering more public services which could provide 
opportunities for growth in earned income. A wider discussion about the balance between 
grants and contracts is likely to be necessary should this take place. 

There is likely to be increasing pressure on charitable organisations that give grants due to 
continued low interest rates reducing returns on endowments. This will put increasing 
focus on how to make grant making as effective as possible.  

Another factor to be considered is the growth of social investment. The creation of Big 
Society Capital and a commitment by the government to introduce a Social Investment 
Tax Relief by April 2014 could increase the availability of investment for the voluntary 
sector. However it is difficult to predict how many voluntary organisations will benefit 
from this new funding opportunity given the difficulties that charities face in terms of 
structure and finding suitable revenue streams. 

For members 
We want to hear your ideas too – this is your chance to answer questions on the future of 
funding in the voluntary sector. 

Our election work will be stronger if we have real examples from our members – if you 
have experience of the challenges associated with this issue, we would love to hear from 
you. Send us examples of your experiences to 2015project@ncvo-vol.org.uk  

 

 

http://www.ncvo.org.uk/members-area/policy/ncvo-member-consultation/support-for-charities/sustainable-funding
mailto:2015project@ncvo-vol.org.uk

	How can we ensure a sustainable funding environment for charities?
	What are the biggest challenges?
	How has the voluntary sector risen to the challenge so far?
	What’s the potential for the future?
	For members


