THE CHARITY CRUNCH

Unless you have recently returned from the Planet Mars or further beyond, you will be aware that the financial world has been turned on its head in recent months.  Banks have collapsed, trillions have been injected into capital markets and financial fear stalks the world.  Charities are by no means exempt from such turmoil so if you think recession and the credit crunch will have no on affect you, you had better think again. Recent surveys carried out for the Charities sector have indicated that many Charities have already laid off staff as a direct result of the worsening economic climate over the past twelve months, a time when both costs and demand for services have increased by more than 70% according to those surveyed.

In addition to redundancies financial measures have included limiting pay increases, deferring or cancelling expansion or development plans and increasing fundraising activities.

Charities better able to weather the economic storm may well be those contracted to deliver public services.  Those most reliant on grants from trusts, foundations, corporate bodies and local authorities will be the most vulnerable”.

 Hoping that the above is sufficient warning, what steps should charities take to manage through an imminent recession preceded by one of the worst credit crunches the world has ever encountered.

1.
Cut Costs Cautiously
Only cut in those areas where the charity’s activities will not be harmed and ensure that all resources are used as efficiently as possible.  Resources which are surplus to requirement should be dispensed with.

2.
Think Subcontractors

Outsourcing has become a way of life for many businesses and helps avoid strains on the financial budget.  Don’t forget outsourcing does not carry the costs of national insurance, pension or indeed healthcare costs.

3.
Departmental Efficiency

All departments should be well organised with the minimum number of committed and able staff in place.  There is no room for deadwood during recession.  Ensure that all financial systems are strictly adhered to and that the finance team have overall control of the management information system.  This will ensure the production of timely and accurate financial information for use in contemporaneous decision making.

4.
Claims Processing

All grant/funding claims should be processed immediately upon receipt of supporting information.  Any delay in the preparation or submission of grants will consequently result in delay in the issue of the funds to the charity from the funder.  Finance will be restricted in times of recession and credit lines less accessible so make sure your liquidity does not suffer.

5.
Budgeting

Departmental financial forecasts should be prepared on a regular basis.  The information should be clear, concise and up to date.  Potential funders may have less cash to donate than in recent years and they will be stricter with their funding criteria.  Don’t loose out on funding because your financial application was poorly laid out.  Others won’t make the same mistake.

6.
Diversify Sources of Funding

Charities should seek additional sources of funding in anticipation of reduced income from current funders.  Do not be over reliant on a singe source of funding as decisions by funders, especially corporate funders, to withdraw support can be immediate and without warning.  Don’t leave it too late to look for alternative financial resources.

7.
Advanced Funding

Where possible attempt to secure funding in advance of expenditure being incurred as opposed to retrospective funding in support of “spent cost”.  Claims take time to prepare, submit and process therefore advanced funding will dramatically ease the pressure on your liquidity.

8.
Investments

Review your investment policies on a regular basis and ensure by way of best advice that they are achieving the maximum potential.  Stay clear of potentially risky investments and compare what is on offer from the banks to make sure it best suits your needs and offers you an account within the terms and conditions you really want. The biggest return is not always best, just ask an Icelandic Bank investor !!
9.
Stay Focused on Charitable Objectives

Do not loose sight of why you are there while attempting to save money and boost reserves.  This could be to the detriment of those you are there to help.  Funders will want to see that the charitable purpose continues to be exercised.

10.
Defer Capital Expenditure

All charities should consider carefully whether capital expenditure projects can be deferred.  Where this cannot be avoided, ensure capital efficiency by purchasing only the minimum necessary until funding and other income streams become more sustainable.

In summary your charity needs to plan for the increasingly difficult economic environment.  Tighten your belt all round and focus on the ‘Cash is King’ philosophy.
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