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Introduction
Over the last 6 months in particular the economic downturn has had a major impact on the lives of individuals, businesses, public bodies that held investments in affected financial institutions and the work of voluntary and community organisations. There has been an increasing focus within the Voluntary and Community Sector (VCS) to consider the impact and potential implications which has found that there is a mixed impact with some organisations faring better than others. 
This piece of work was commissioned by the East Midlands Infrastructure Steering Group (EMISG) through the Leicestershire Ethnic Minority Partnership to consider the impact of the recession on a sample of VCS organisations in the East Midlands. It is expected that the recommendations will then inform further discussions about actions that the regions infrastructure bodies need to take. This work also sought to provide an overview of work that has happened across the country that looks at the response from the VCS to the recession.

Methodology and Outcomes

1. Background research was undertaken to ascertain what work has already taken place in this area by national and regional agencies. This information was taken from searching national and regional VCS organisations websites as well as following up research referenced within them.
2. A sample of infrastructure and front-line organisations were interviewed to gather their views in relation to the impact of the recession and what support is needed from infrastructure bodies (see appendix 1 for questions used). This involved telephone or face to face interviews with 6 organisations (2 county infrastructure, 2 regional infrastructure and 2 front line groups. Of these 3 were generic and 3 were specialist – list of contributors can be found in appendix 2)
This report presents an overview of the scoping of work in this area and the results of the interviews. In addition it makes a number of recommendations for further action. This work has already been presented at the One East Midlands Partnership event on the 30th March and a meeting of the EMISG.

Overview of existing work
Real Help for Communities
The most notable reference document in considering the VCS and the recession is the Government’s action plan ‘Real Help for Communities: Volunteers, Charities and Social Enterprises’ outlining £42.5 million support for the third sector in the difficult economic climate. Underpinning this document, the Office of the Third Sector formulated a number of guiding principles. These principles emerged from the NCVO summit on the economic downturn, co-chaired by the Minister for the Third Sector, Kevin Brennan, in November 2008. They aim to guarantee that the measures implemented by Government are targeted at the right parts of the sector and ensure continued and strengthened delivery to deprived communities. 

The Principles: 

· Helps achieve economic growth, equality and social mobility 

· Delivers real help now and in the future for individuals, families and communities 

· Ensures as many resources as possible are directed into frontline services 

· Encourages third sector organisations to work together to provide help now and in the future 

· Provides a rapid response to current and emerging needs 
This document can be found through the following link:
http://www.cabinetoffice.gov.uk/third_sector/real_help_for_communities.aspx
Work in this area by VCS organisations covered 3 themes. The table below provides a list of those organisations that have carried out research, produced resources and are undertaking work in looking at the impact of the recession on VCS organisations and the links for further information. An overview of each piece of research is provided in appendix 3. 
	Research on impact of the recession on VCS organisations

	Organisation leading work
	Link to work

	National - NCVO
	http://www.ncvo-vol.org.uk/research/index.asp?id=12724

	Regional - COVER
	http://www.cover-east.org/COVER-Publications.asp

	Regional – South West Forum
	http://www.southwestforum.org.uk/

	Regional- East Midlands Funders Forum
	www.regenerationem.co.uk

	Regional – VONNE
	http://www.vonne.org.uk/vine/index.php

	Resources and policy responses to the recession

	National – V4CE
	http://www.voice4change-england.co.uk/government_action_plan_response.html

	National - NAVCA
	http://www.navca.org.uk/localvs/recession/Home.htm

	National - ACEVO
	http://www.recessionsupport.org.uk/main/

	National – NCVO
	http://www.ncvo-vol.org.uk/downturn.asp

	National – Charity Finance Directors Group 
	http://www.cfdg.org.uk/cfdg/influencing_recession_watch.asp

	Work in progress and open for input

	National – Race on the Agenda
	http://www.rota.org.uk/pages/WhatsNew.aspx?#H5

	National – Community Matters
	http://www.communitymatters.org.uk/about-us/Recession+Survey.htm

	Regional - RAWM
	http://www.rawm.org.uk/

	Regional LVSC
	http://www.lvsc.org.uk/Templates/information.asp?NodeID=100050

	Regional - BEAM
	http://www.derbymillenniumnetwork.co.uk/


At the time of writing this report, many local areas had also started to look at this issue including concentrated work in Leicestershire and Derbyshire. The growth of work in this area is an indication that there is much concern over the potential impact of the recession on the work of VCS organisations and the subsequent impact on the users of those services.  
Impact on VCS in the East Midlands

In general the response was mixed, mirroring the results of the work already undertaken. It was clear that whilst for some organisations the recession provided opportunities to develop their work and expand their portfolios, others felt it would mean a ‘squeeze’ on resources to support and continue their services.  The main points arising from the interviews are discussed below.
Discussions within VCS organisations on recession and its impact

All 6 organisations had discussions about the impact of the recession on their organisation and the work they do. These discussions were primarily at board level and focusing on finance and human resources. 

On finance the key points related to:

· Return on deposits in the bank and how to make the best choices in the current environment. 
· Developing risk management strategies in the management of resources

· Considering new and different ways of fundraising

· Increased efforts in looking at where further funding can be accessed

· Increased efforts in setting realistic budgets for the following year

On Human resources the key points related to:

· How best to restructure to make use of current staff levels

· Managing increased applications for vacant posts

In addition to this: 
· One organisation was reconsidering the nature of its work and how best to make the most of the recession in relation to the opportunities it may bring.
· One organisation had made it a focus of their work

Impact of recession on VCS organisations
The biggest impact that was being felt by all respondents was greater uncertainty. The main areas of impact were on the potential of further funding and the impact on volunteers and recruitment and retention of staff. 

On funding the key points related to:

· Difficulty in quantifying impact due to uncertainty over the availability of future contracts

· Increased competition was expected, whatever contracts became available

· Period of concern was really the next 12/18 months

· Reduced income from fundraising efforts

· One frontline organisation report a drop of 50% in donations from the general public in the last 6 months 
· Budget headings were being reprioritised and cuts made in some areas such as training and promotion of the services

On volunteers and staff the key points related to:

· Volunteers being less reluctant to travel to the office base, especially if this constituted a big journey

· Increased activity by volunteers to make up for the gaps beginning to show
· Increased applications for vacant posts (one organisation reported a 3 fold increase of applications for all vacant posts) 
· Shortfalls in the contribution to pension plans

Where organisations were experiencing an impact on volunteers and funding this left them struggling to deliver core services and needing to look at what else they could be doing to attract further resources and volunteers. 
All respondents had also noticed an impact on other organisations around them with the main one being that everyone is talking about the recession and its impact!

Additional impacts than those mentioned above included:

· Hardship funds being reigned back 
· Organisations being more cautious in the use of their reserves as well as relying more on them
· Organisations providing training, education and employment opportunities are placing themselves to benefit from future contracts to deliver these outcomes

· Organisations providing direct services to vulnerable people are bracing themselves for harder times

· Job freezes noted with vacant posts not being recruited to in local authorities

· Inconsistency in commissioning practices, which are difficult to challenge due to lack of expertise and perception of future ability to bid for contracts

· Staff hours and salaries being reduced

· Trust funds giving less then requested in funding

· Reluctance to share good practice in case other organisations develop bids in competition

· Slowing down of the commissioning process

Responses developed by VCS organisations
Of the 6 respondents 2 had just started talking about how they could respond and so had not yet implemented any measures to tackle the impact of the recession. Of those that had considered this and taken action the measures included:

· Considering mergers with like organisations
· 3 organisations were considering social enterprise as an additional route to income generation

· One organisation reported having made 3 redundancies

· Closer monitoring of financial expenditure and more cautious spend

· 1 organisation was developing case studies as evidence on impact on BME organisations as a basis for attracting resources

· Partnership working with the benefits of pooled resources

· Attempting to influence national policy on underwriting VCS organisations interest in bank deposits

Expectations of future growth
Most respondents were unsure of whether their organisations were expected to grow shrink or stay the same with the exception of one which felt it had reached the optimal size for its purpose. This was due to the uncertainty over future resources and demands on their services.
Some organisations expected the downturn to present opportunities that they would be able to utilise to grow. These tended to be organisations that felt they had a role to play in providing increased educational or training opportunities. The 2 frontline organisations felt they could also utilise these opportunities but were reluctant to move too far from their core work at present. 

One organisation stated that although funding was secure until 2010 the increased demand on their service still meant they were overstretched in delivering their services.
Only one organisation expected to grow on the basis of contracts that it had secured for the next 3 years.
Thoughts on NI7

National Indicator 7 (NI7) is one of the national set of 198 indicators from which the 35 targets in each Local Agrea Agreement are drawn.  

The purpose of NI7 is to:

 “measure the contribution that local government and its partners make to the environment in which independent third sector organisations can operate successfully…NI 7 is designed to capture the overall contribution made by local statutory agencies to the environment in which third sector organisations operate.” 
All organisations made reference to some of the challenges which threaten the environment for a thriving third sector. 
Key points related to:

· Some parts of the sector currently are and would be more thriving than other parts

· The sector not being geared up to take advantage of the commissioning environment

· The need to consider how specialist organisations are supported to thrive

· Organisations working towards economic benefits were expected to thrive more than those providing personal and social benefits

· The role of the generalist sector in supporting the specialist sector

· Thriving is not related to the number of organisations but the number of effective organisations

· The need to evidence their contributions to ensure they remain on government and funders radars

Impact on volunteering

All organisations taking part had some reliance on volunteers with the exception of one. The answers were mixed in response to the impact of the recession on volunteers and volunteering. One organisation reported an increase in volunteers presenting themselves who were looking to use their skills but this organisation did not have the capacity to support them. Two organisations mentioned a decrease with volunteers more reluctant to travel longer distances and needing to spend more time to look for paid work. The remaining two reported no notable difference.
Concerns were raised by the frontline organisations about short term volunteering not really suiting the opportunities available and concern over people’s motivation to volunteer especially when dealing with sensitive subjects. It was felt that people volunteering as a result of unemployment due to the recession would leave as soon as they got a job.

Ability to attract further funding

All respondents felt that the recession would have an impact on their ability to attract further funding with some feeling more positive than others. The main concern raised around this was the increased competition that was expected for any opportunities that became available and organisations moving into new directions to be able to bid for this.

It was felt that organisations that rely on bank interest for an income would fare the worst as well as organisations working with vulnerable people providing personal and social support functions. Specialist organisations were also felt to be particularly vulnerable at a time when generic organisations were seeking to expand their portfolios and bidding for specialist resources and specialist contracts.
Affect on demand for services

Responses to the affect on demand for services were mixed. Two organisations did not report any impact, one due to the issues they work on and the other due to already having an established client base that it works with.

One organisation reported that the requests for support had become more specific with an increased focus on dealing with the recession.  One frontline organisation reported that their existing clients were making more demands on them around other issues but a decrease in clients accessing services that they are funded to deliver.  This is resulting in them providing services that they currently do not get funded for.
Only one frontline organisation reported a massive impact on demand for services with their waiting list going from 2 months 6 months ago to now being 6 months. There was great concern over what could be going on in these people’s lives in the 6 months that they now have to wait before getting an initial assessment for support. 
Support offered and needed by VCS organisations 

None of the organisations interviewed had been offered any support in dealing with the impact of the recession directly within the region. Only had had been able to access additional support but this was more due to a chance meeting than any strategic provision being made available.

All respondents, however, had ideas about what they felt they needed and this revolved around:
· Influencing policy, regionally and nationally

· lobbying and campaigning to promote the contribution of the VCS, especially the specialist groups, as well as the issues affecting the sector (especially those difficult to do at a local level)
· Making the most of human resources and skills within organisations

· The development of inclusive regional infrastructure
· Development of a time limited regional group to discuss issues further and develop and action plan for implementation

· A crisis fund for the most vulnerable groups providing vital direct services to communities

· Honesty about how the sector works to support all sections of the VCS
· Greater partnership working

· Promotion of good practice, where this exists, in how VCS organisations are dealing with the recession

· The need to provide support to frontline groups on working with uncertainty
· The potential for organisations with large reserves to assist other smaller organisations at risk of shutting down

Recommendations for further action

The recommendations are informed by some of the actions already being undertaken by some of the organisations taking part in this work. It is clear that some regional co-ordination is required to ensure all parts of the sector has an opportunity to not only share experiences but also to be able to contribute to the solutions that may assist in dealing with the impact of the recession. 

1. establish a regional time limited group to provide an opportunity to explore solutions and options for the VCS in the region (including looking at the requests for support made above)

2.  this work was limited in its scope (sample of 6 organisations) and more work is needed to provide further evidence on the impact on different parts of the sector

3. Where good practice exists, it needs to be promoted across the region so everyone can benefit. The Lincolnshire Consortium felt it had a good practice example that others could learn from
Appendix 1
Questions used in semi structured interviews
	1. Have you had a discussion within your organisation about the economic downturn?
2. if yes where has this discussion taken place (trustees, staff or volunteers/content of discussion, outcome)

3. What impact has the recent economic downturn had on your organisation? (no/slight/big impact)
4. What responses have you developed to tackle this impact?
5. Over the next 2 years do you expect your organisation to grow, shrink, still exist!!’  (and is this due to economic factors?)
6. Have you noticed an impact on other organisations around you and if yes what has this been?

7. How do you feel about the NI7 which talks about an environment for a ‘thriving third sector’ and how would you now define this?

8. Has the downturn affected your volunteers in any way?, How do you think it could?

9. What do you feel is needed for your and other VCS organisations to manage during this time. (Who needs to be doing this?) 

10. Do you think the downturn will affect you ability to attract further funding for your organisation?
11. How is the downturn affecting demand for your service?
12. Have you been offered any additional support or funding to cope with the impact of the recession on your services?


Appendix 2
List of contributors

	Regional


	NIACE

	Ian Yarroll

	BEAM

	Bimmy Rai

	County wide


	Nottingham CVS

	Helen Voce

	Community Lincs

	Fiona White

	Frontline


	Leicestershire AIDS Support Services

	Marion Lewin

	Derby Women’s Centre

	Yasmin  Nazir


Appendix 3

Summary of research, policy responses, resources and work still in progress

NCVO hosts first Recession Summit and develops resources to support VCS organisations
In November 2008 NCVO hosted a summit bringing together 25 sector leaders and Government representatives to discuss the economic crisis and its impact on civil society. This event was the first of its kind and prompted further events and work on these issues up and down the country. 

The NCVO research team found a generally thin, conflicting evidence base which leads them to conclude that any impacts are mixed: some organisations will fail; others will emerge stronger; some sectors will face increased demands, others fewer. Some income sources and costs will decline; others will increase. Evidence suggests the sector is relatively poorly capitalised and in the short-term mid-sized organisations in particular are financially vulnerable. 

Government funding (grants/contracts) and donations/purchases from the public are crucial to the ability of the sector to emerge from any downturn: they account for three-quarters of total income. Evidence suggests philanthropy is relatively resilient; therefore, the funding practices and policies of statutory contractors and funders will have a major say on the health of the sector. 
NCVO have also produced a number of resources to help recession proof VCS organisations

Voice4Change England responds to the Government Action Plan
V4CE Partners recognised that the battle for survival is nothing new for BME Third Sector organisations. The BME VCS have been historically under-funded and is therefore disadvantaged in relation to the generic Third Sector to respond to the extra demands of the economic downturn. A lack of resources already hinders the capacity of BME Third Sector organisations to meet the full range of needs of BME communities. Any further adverse impact on this position as a result of the recession is likely to lead to the loss of vitally needed support to people often marginalised and discriminated against in our society. Therefore, the Government Action Plan must address the needs of the BME Third Sector from the perspective that it has long been in a crisis situation in terms of seeking adequate funding and ensuring survival. V4CE produced 12 recommendations of ways in which the BME third sector can be helped during the economic downturn.
Race on the agenda research

ROTA and Minet are conducting a survey to document the impact of the current recession on the BAME voluntary and community (VCS) organisations. As localised community groups and organisations that serve the most disadvantaged members of the community, BAME VCS could be feeling the impact of the present recession in different ways that need to be documented and shared with the relevant strategic partners. Solutions and appropriate help will to be identified. The results of the survey will be available at the end of April on ROTA’s website.
NAVCA

NAVCA is working with 20 members and local infrastructure consortia to produce Local Resilience Action Plans. The local action planning will take place in April and May 2009. In June NAVCA will produce a report about local resilience action planning for submission to the Cabinet Office, DCLG, LGA and sector funders. As well as this project NAVCA also have a number of resources to assist organisations to support local groups and organisations deal with the recession. There are also national and regional studies that have been produced in response to the recession. 
Charities Aid Foundation

The Charities Aid Foundation (CAF) has opened a confidential Financial Crisis Helpline for charity leaders worried about their organisation's financial viability.

Charity leaders concerned about their charity's financial situation can call CAF's helpline to request a one-off confidential discussion with CAF’s experienced managers who will listen to charities' individual concerns and suggest steps for survival. The freephone number is: 0800 980 2000

ACEVO

ACEVO have produced a website specifically aimed at CEOs of VCS organisations which provides a range of expert guides, resources, news and training opportunities to help through the recession.

Charity Finance Directors Group

The CFDG has launched recession watch web page with the latest news and advice on the recession, and advice and services available to CFDG members.
Community Matters

Community Matters are conducting a survey of community organisations to help them understand the impact of the current recession on community groups.  

COVER

The regional VCS network for the East of England has produced a report outlining the impact of the recession on funding.  This found that demand for VCS services, particularly advice and support services, is rising and income is falling for over 70% of VCS organisations responding to the survey. For the 72% of organisations with falling incomes, client services are being reduced or closed, staff hours are being cut, staff are being made redundant, reserves are being used up and in extreme cases organisations are closing down.
South West Forum

During December 2008 South West Forum gathered evidence through its members of the impact of the current economic downturn on voluntary and community organisations and on their service users and beneficiaries. 

Their findings paint a worrying picture. While many voluntary and community organisations in the South West are experiencing increased demand for their services supporting people in need at the same time their very existence is threatened by loss of funding and uncertainty over their future. The ability of the voluntary and community sector to respond to the challenges presented by the economic downturn, for instance in terms of providing support, advice and training for people who are unemployed and/or in financial difficulty, is seriously compromised by a lack of secure funding. 

EMFF

The East Midlands Funding Forum met to discuss the impact of the economic downturn upon funding to the third sector. The results of this found that there was real concern over the impact of the economic downturn not just now, but more so in the next 12-18 months time. Most attendees believed that funding budgets are set for this year, but that there may be changes in 2010 that would impact on available funds. This coincided with increased demand for frontline services. This would create competitiveness for funding, and therefore make it more important for funding sources and support organisations to ensure that they are communicating effectively with each other and to ensure that third sector organisations are aware of the requirements from the funding sources they are approaching. Attendees also felt that the downturn would mostly affect medium-sized organisations in the sector, those with an income between £10,000 and £249,999, and that they also expect the downturn to have a greater impact upon Infrastructure/Support organisations than Frontline delivery organisations.

RAWM

In response to the economic downturn Regional Action West Midlands is working with Social Enterprise West Midlands (SEWM) and West Midlands European Network (WMEN), and is calling all third sector bodies in the west midlands to support the first Third Sector Economic Summit in the region, to take place on 29th April 2009. Organisations are invited to submit their experiences of how the recession has affected their organisation and register their interest in joining a third sector policy group to take this work further

LVSC

The London Voluntary Service Council is running a campaign aimed at minimising the impact of the recession on communities that the VCS works with. It is calling for input from VCS organisations across London to produce a comprehensive report detailing the impact of the recession on London's VCS to date - and outlining the steps groups are taking to deal with it.
VONNE

The regional network for VCS organisations in the North East dedicated a whole issue of their quarterly magazine to looking at the impact of the recession on the VCS. In this issue you will find what regional statutory agencies are doing to help the VCS, the experiences of grassroots organisations on how the recession is affecting them and the help and support being offered to the sector

BEAM
The BME Alliance for the East Midlands has supported Derby Millennium Network in accessing resources to undertake an assessment of how BME organisations in the East Midlands are being affected by the recession. This work also seeks to develop policy responses and recommendations for action.
Appendix 4 
Profile of respondents
Geographical coverage: 2 regional, 2 county and 2 local frontline
Number of staff:

NIACE - 1

LASS – 12

DWC – 5

BEAM – 0

CLinc – 20

NCVS – 45

Total turnover:

NIACE - ?

LASS – 300k

DWC – 130k

BEAM – 0

CLinc – 1.2million

NCVS – 2 million

Number of volunteers:
NIACE - 0
LASS - 50

DWC - 20

BEAM - 7

CLinc - 2

NCVS - 30

PAGE  
1

