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New decade, ongoing challenges: the funding of charities in 2020

Foreword

At that point in time, the specific issue charities 
were battling was the recession, and operating in an 
environment where they were expected to meet 
their objectives by assisting more beneficiaries, 
while simultaneously witnessing increased 
competition for donations, and a squeeze on 
statutory funding.

Indeed, the words of the then Charity Commission 
CEO, Andrew Hind, in RSM’s 2009/10 report in 
Managing charity finances through uncertain 
times, are as pertinent now as they were then: 
“While charities have no control over the funding 
environment, it’s the steps they take now that can 
even the odds when meeting the challenges ahead.”

As we enter the new decade, a sense of uncertainty 
remains. Brexit may be ‘done’ in a basic sense, 
but the terms of the UK’s future relationship with 
the EU remain unclear, as do the longer-term 
economic consequences. And while we now have 
a government with a clear majority, its position on 
social policy and commitment to the charity sector 
is unknown. 

Over the last ten years a number of themes have 
remained constant. Robust financial management 
and effective internal controls are vital to the 
success of a charity. Timely and appropriate financial 
information is key to making the right decisions and 
best enabling a charity to meet whatever funding 
challenges the wider economic position throws up. 

An essential part of this is how charities tackle 
the issue of reserves. It is critical that shortfalls 
are tackled. In turbulent times, financial resilience 
will help charities stay flexible and adaptable so 
they can continue to fulfil their commitments to 
beneficiaries. A well-thought-out reserves policy 
is now more important than ever before.

Governance has always been a key consideration, 
but the focus has sharpened with the introduction 
of the Charity Governance Code in 2017. Last 
year's RSM research in how charities are complying 
with the Code has found that only 44 per cent 
acknowledge it in their annual reports. This 
suggests there is much room for improvement 
in striving to hit the aspirational standards that 
the Code highlights and in improving governance 
standards across each of the seven principles of 
the Code. 

Over the years we have consistently been struck 
by the charity sector’s resilience and ability to 
react positively to the challenges it faces. And 
we are confident it will continue to do so. But 
organisations need to remain mindful of the 
importance of informed financial decision-making, 
and strong governance, when planning ahead. 
It is only by doing so that they can achieve the 
maximum impact for beneficiaries and build strong 
foundations for the future.

It is over ten years since RSM began tracking how charities meet 
the funding challenges they face. 

Nick Sladden 
Head of Charities and Independent Schools
E: nick.sladden@rsmuk.com
T: 020 3201 8313

Karen Spears 
Head of Not For Profit - Restructuring Advisory
E: karen.spears@rsmuk.com
T: 020 3201 8421
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Our survey 2020
The survey was completed by senior managers, including finance 
directors, trustees and chief executives, from the full range of 
different-sized UK charities in Winter 2019. 

We received almost 100 responses to our questions about the realities of the last 12 months, and expectations 
for the next 12 months. The spread of respondents by income and area of operation is in line with previous 
years’ research. But it’s interesting to see that the use of the Charitable Incorporated Organisation as a legal 
form has increased since 2017, from under one in five to almost a quarter of respondents. 

Due to rounding or to questions where respondents could give more than one answer, not all 
percentages will total 100.

Type of charity

Area of operation Type of pension scheme

Annual total income

19%

13%
5%

28%

24%

36%

48%

17%

57%

<£1,000,000

No

Yes – Hybrid

£1,000,001 - £5,000,00

Yes – Defined benefit scheme

£5,000,0001 - £25,000,000

Yes – Auto-enrolment

2% Community Interest Company

3% Royal Charter

8% Unincorporated

8% Other

22% Charitable Incorporated Organisation 
(including Scottish Charitable Incorporated)

57% Limited by Guarantee Company

>£25,000,001 

Yes – Defined contribution scheme

15%
22%
30%
87%

International

Northern Ireland
Scotland

England
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The funding scene

Key findings:

35 per cent of 
respondents have enjoyed 

an increase in donations 
over the last 12 months.

30 per cent see the need to 
demonstrate social impact 

as a big change in how 
funding is obtained.

48 per cent say full cost 
recovery remains a funding 

challenge, down from 52 
per cent in 2017.

31  per cent said raising 
money for capital projects 
is a challenge, up from 27 

per cent in 2017.

48% 31%

35% 30%



How much has your funding income changed in the last 12 months from the following sources?

down 26-50%down 50%+ up 50%+up26-50%up 0-25%no changedown 0-25%

Government funding Individual donations Corporate giving

Legacies/estates Investment income

3%

3%

1%

2%

3%

3%

28%51%

2% 9%61%28%

Membership fees/subscriptions

29%62%

One off non-recurring income

3% 3%3% 23%57%5%6%

3%5%5% 18%44%25%

3%3%2% 4%11% 18%50%13%2% 14%

Grants

5% 2% 40%32%18%

Non-charitable trading

5%36%37%17%

Increased competition for funds

Fundraising regulation

Reduced period grants

Other

Requirement to demonstrate social impact

Stricter application criteria

Brexit uncertainty

49%

7%

9%

20%

What are the biggest changes you have experienced in the way that funding is obtained in the past 12 months?

23%

10%

30%

27%

30%Longer period of time from application to obtaining funds

Change to payment by results

1% 3%31%40%22%3%

3%

New decade, ongoing challenges: the funding of charities in 2020



Do you anticipate significant changes in funding over the next 12 months in the following areas?

8

NO

YES

One off, non recurring income

0% 20% 40% 60% 80% 100%

Government funding 22% 78%

Corporate giving 23% 77%

Legacies/estates 5% 95%

Investment income 10% 90%

Membership fees or subscriptions 8% 92%

Non-charitable trading 24% 76%

Grants 26% 74%

Individual donations 29% 71%

16% 84%

What are your biggest funding challenges?

48%

36% 9% 31% 19%

8% 43% 24% 60%

Full cost recovery 
of service provision

Maintaining 
voluntary income

Creating 
endowments

Raising money for 
capital projects

Other

Meeting costs of 
reducing overheads  

ie redundancies 

Recruiting staff with the 
correct skill levels

Dealing with government 
funding cuts

Sourcing new funding 
streams



To make a difference and have an impact, charities rely on vision, passion, 
hard work – and funding. Funding, as we’ll see, is an ongoing challenge.

Charities exist to fulfil their mission and meet their 
charitable objectives. So, it’s slightly concerning that 12 per 
cent of respondents said they have no mission statement.

Two years ago, we found that donations were holding up 
well, despite the fundraising scandals of 2015. But a third of 
2017’s respondents still thought that maintaining voluntary 
income would be one of their biggest funding challenges in 
the next couple of years.

Were they proved right? In our latest survey, 22 per cent 
said they’ve seen a small drop in individual giving, 40 per 
cent reported no change, and 31 per cent a modest increase. 
However, corporate giving has for the same period dropped by 
30 per cent.

In most other income streams, a significant proportion 
of charities saw no change. But grants, investments, and 
non-charitable trading saw increases of 43, 32 and 43 per 
cent respectively.

Some 48 per cent of respondents are worried about 
recovering the full cost of service provision, a slight 
improvement on the 52 per cent reported last time. 
However, recruiting staff with the correct skills is a concern 
for 43 per cent, marginally higher than what was predicted.

When asked about changes to obtaining funding in the last 
12 months, 49 per cent of charities said there had been 
increased competition for funds. In 2017, the figure was 
60 per cent, which we put down to stricter application 
criteria and a longer period from applying to receiving funds. 
Once again, these are significant obstacles. The need to 
demonstrate social impact is back up to 30 per cent after 
falling in the last survey, and is perhaps due to the renewed 
focus on proving impact.

How to improve on funding:
Regularly review your fundraising model 
and check your compliance with codes 
of practice.

Take steps to improve the diversity of 
your income streams.

Implement a strategy for recruiting and 
retaining good quality staff.

Ensure you demonstrate your social 
impact when bidding for funding.

1

2

3

4
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Key findings:

72 per cent of charities 
produce monthly management 

financial reports

53 per cent use reserves to 
control costs.

37 per cent of respondents 
have between 0-3 months’ 

expenditure in reserve

16 per cent have seen a 
significant decrease in their 

reserves over the last two years.

10

Understanding finances

37% 16%

72% 53%



For a charity to get the most from its 
funding, it needs to be well managed. 
This relies on a competent and 
efficient finance team, and on timely 
and accurate financial information.

It also requires a trustee board that’s knowledgeable 
enough to both understand and react to the data.

It’s encouraging then that management reporting is 
becoming more frequent, with 98 per cent now reporting at 
least quarterly and termly and 72 per cent now producing 
monthly.

But regular reporting is only a positive if it contains the 
right information. A third of respondents’ reports do not 
provide financial projections, while almost half don’t include 
information on KPIs or impact analysis measures.

Most worryingly, over 31 per cent make no mention of 
cashflow analysis despite it being vital to controlling costs. 

There are some interesting comparisons to 2017 around ways 
to control costs. Fewer charities are choosing to freeze staff 
pay (down to 11 per cent from 21 per cent in 2017), which is 
welcome given the sector’s concerns over staff retention. 
Procurement and contract review continues to rise, now up 
to 34 per cent (from 30 per cent in 2017). And 26 per cent are 
deferring new projects (up from 21 per cent in 2017), possibly 
due to general uncertainty made worse by Brexit.

1% Annually

2% Unsure

1% Half yearly

23% > 12 months

26% Quarterly/termly

18% 7 – 12 months

72% Monthly

20% 4 – 6 months

37% 0 – 3 months

How frequently are management 
reports produced?

How many months’ costs did you have in 
reserves at the end of your last financial year?

Do financial management reports include the following?

Key performance/impact/outcome reserves

Cashflow

Financial projections

Budget/variance analysis

Review of bank covenants

Aged debtor profile

Narrative on results

Balance sheet

Other

Income and expenditure account/
statement of financial activities

0% 20% 40% 60% 80% 100%

54%

96%

69%

66%

93%

11%

10%

22%

81%

76%
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Reserves
The most common method of subsidising costs is dipping 
into reserves, which 53 per cent of respondents said 
they’ve done. This is a small but worrying increase since 
2017, and something we’ve consistently warned against as 
a long-term strategy. 

While there’s no one-size-fits-all figure for how much 
charities should hold in reserve, 37 per cent are operating 
with no more than three months’ expenditure in the bank 
– up from only 28 per cent in 2017. A fifth of respondents 
have reserves of between four and six months’ 
expenditure, and just over 40 per cent have more than half 
a year in reserve.

Has this changed since 2017? For 17 per cent of 
respondents, reserve levels have stayed the same and 41 
per cent have even seen an increase. But 43 per cent have 
seen a slight or significant fall in reserves in the last two 
years, up from just 33 per cent for the period 2015-17.

And that seems to be affecting charities' optimism. Some 
44 per cent expect their reserves to fall in the future and 10 
per cent expect the fall to be ‘significant’ (up from three per 
cent in 2017). Just 30 per cent expect reserves to rise, which 
is down from 41 per cent in 2017.

How are you managing your costs/cashflow?

Redundancies

Increased use of volunteers

Using reserves

Grant funding for specific projects

Review of professional costs

Other

Stricter application criteria

0% 10% 20% 30% 40% 50%

Sales of assets

Increased bank finance

Reductions/freezing of staff pay level

Reduction of staff benefits/pensions

Deferring projects

Procurement/contract review

Deferred payments to suppliers

53%

26%

25%

6%

7%

8%

5%

15%

15%

12%

29%

18%

18%

35%



It is also important for planning that charities know how much 
of their reserves are held as unrestricted cash. 48 per cent of 
respondents hold between one and 25 per cent of reserves 
as restricted funding, while four per cent aren’t sure.

RSM’s research, ‘Charity Reserves: Resilience in 2018’, found 
that 22 per cent of charities surveyed required significant 
improvement in formulating and implementing an effective 
reserves policy. Reserves are much more than a statement 
about the financial health of your charity. Amid growing media 
and public interest in fundraising practices, a robust reserves 
position will send a clear message to funders and beneficiaries 
that you are well-led, well-managed, and well-run. 

As that report concluded: “Ultimately, it is up to trustees 
to work out how much your charity needs to keep in 
reserves. A balance must be struck. Too little, and you could 
be exposed to shifts in donor contributions, contracts or 
fundraising. Too much, and questions could be asked about 
whether you are managing resources in the best in interests 
of beneficiaries”.

To view a copy of the report please visit https://www.
rsmuk.com/ideas-and-insights/charity-reserves-
resilience-in-2018.

How to improve on reporting and reserves:

Produce detailed monthly financial 
management reports.

Report on all metrics that are essential 
for financial decision-making, including 
non-financial KPI's.

Assess your use of reserves for 
controlling costs and cashflow.

Review and monitor your reserves policy 
and levels, particularly the proportion 
that is unrestricted funding.

Have you seen a change in your organisation’s 
reserves in the last two years?

7% Significantly increased

34% Slightly increased

17% No change

27% Slightly decreased

16% Significantly decreased

Where do you anticipate your organisation’s 
reserves being in the next 12 months?

1% Significantly increased

29% Slightly increased

26% No change

34% Slightly decreased

10% Significantly decreased

1

2

3

4

New decade, ongoing challenges: the funding of charities in 2020



14

Heading one

Standfirst: This can be primary colours only.

Body main: Nobis eris maio explicid ut autenes vellestis 
mod quae con et aspelliquo ipsam quam aut labo. Busapid 
quatque consed ut litibus, is seque pliqui qui occat ped qui 
sim fuga. Maione pos quiam ium fuga. Magnima gnatibusdae 
sae eum quiam sima vollici usandipsam fuga. Et harum 
remodit venem sintio. Epudae. Doles modi nis et lam eum 
aut restios tiorita temolor itaturi andiamus dolorione lab ipis 
eicaes doluptatem. Aborunt voles int exceris eossinu.

Crosshead (Primary colour only)
Archilic te il molenisqui optaquia sit a doluptate pa dolorro 
tem quis aceatur apitati busandae veriberitat maiorem 
autas et in ra nonsectasit, sitatis trunti torem rat aut pa cus.

Ipsunt qui ullaudaectur acea cor sum quae estinullum 
voluptam quamentis ratur sae int, cus ut aborese quibus 
dit aut lis nectis dit quiandis doluptate es nonsecte possit 
quasi od unt quis ut plit eatibus volupta sedit que consed 
mod ea voluptatem qui si iliqui alibus natest dus dolore 
nempori nimusanisit ab ium quam, ipsume porum con re qui 
to conetur? Ibus sum sedi optaepudis moditis esequi dollore 
mporio quiatur sectur acitem sera acipsant magniminia 
quibus a et andendia consedisci id ut venimped que etur, 
quo te laborib earibero omnis id quundes ecusam idus conet 
recaestios etur modis atur, unt int quo ent.

Box heading
Box text: Ugitatem il illuptas eate pe parchitatis 
doluptas est et aut esendia quos ut destiatus venimi, 
sint vitam imi, et quam enda vendem et lautemque 
inveles cipsum et, commodit offic temqui que si 
optaquate nist mint exercie nistibus del molut 
ipsamus, untem quature pernamet harum que la 
consequam, sit alibusam quos dentem rae eost 
laborate sinctus non consequam, aceari sit et erempor 
sed quasimint exceremperro mod eos doluptatem 
repudae velluptio. Luptatibus saperferum ad maxima 
pa vendi autat.

Em comniet uritem niminim illuptae iunt dolectibus, 
culluptatur magnisim site idellit velenditium re mos 
est magnis dolecul lescietur modit il esci a cullectas 
estiis resti rehenet, quibusam rerum dolupta spelenis 
voluptis explibus ipsape quam qui doluptasim 
antiaerumque sit, nihiti core pedit voluptas doluptate 
doluptatur a niscimp oritibus del mo etur?

Ovitate mporiberum ut fugit dolent aut optatur, cum 
harum, ut eliquis sitat fuga. Fugiat molenih illupta 
cus, ius plibus, ulloreium id et et fuga. Haria venectur, 
quo earcieniet que vendam qui corenda eperspeliti 
deliciur?

Key findings:

51  per cent of respondents 
have sought new sources of 

funding or commercial activities 
over the last 12 months.

15 per cent have experienced 
fraud or been offered a bribe in 

the last year.

42 per cent of known fraud is 
committed by employees.

Just 47 per cent can prove they 
comply with the Charity Governance 

Code’s diversity principle.

14

Taking action

42% 47%

51% 15%



Title of document

Heading two Heading three

 • Bullet main. Ibus que eaquos doluptas et modit hil is est, 
volum re se saecus, con nonseque plant, aut renimo

 • Dam accabo. Ibus que eaquos doluptas et modit hil is est, 
volum re se saecus, con nonseque plant, aut renimol

 - Bullet indent: omnis doluptae endam, quatibus quassitiis 
volupta turibusam fugiae cor simolo blatur accullandae

 - Dis dunt quatem. Edit qui ulloribus estrum liam quae 
re que id quodio qui alibus etur sitatuscim fuga. 

Quote text (Can be any primary colour) imust, 
commolent dolorro reratur sequam, qui 
utet idemporum eatquo vellibusam etur, ea 
siniaeprecte vel magnatur aut mo ipid quam, 
sincitibus de molupta sit eniendi res cus eturio 
tendia il incitaqui quaepti nveliciis acearch ilitate 
vendae volorit aliqui nectate ctiusaperum 
ut undustio beritae rae eariate mpore, nus 
eaqui dolorist, sequas volo ipsunto rectaque 
landi tem qui occus magnissi bla cus archil ma 
dolores totaepelent ut ipsumen imenditaquas 
ut elliqua mendus, optam rehenit fuga. Alita 
qui doluptaquiam fuga. De enis eum hariorrum 
aliquae. Solum de et eaqui odit.
Name, job title

Table heading Table heading
Table text Table text
Table text Table text
Table text Table text
Table text Table text
Table text Table text

Table heading Table heading
Table text Table text
Table text Table text

Table text Table text

Table text Table text
Table text Table text

When asked what finance-related actions they’d taken in the last 12 months, 
51 per cent said they sought new sources of funding or commercial activities 
and 26 per cent expect that to continue in the coming year. 

Have you undertaken any of the following in the last 12 months?

38 per cent had chosen to draw down on reserves, and 11 
per cent expect to do this in the next 12 months.

38 per cent have reduced non-personnel costs and 28 per 
cent have increased spending on fundraising. And while 20 
per cent have been involved in either a merger, partnership, 
or joint venture, only nine per cent are considering this for 
the next year.

The technical debate around going concern continues, 
but 63 per cent of respondents said their trustee board 
formally approves a separate going concern assessment for 
the annual statutory financial statements. However, eight 
per cent simply didn’t know.
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Fraud
Statistics revealing true levels of fraud are always hard to 
obtain. So it’s difficult to know whether the 15 per cent of 
respondents that have experienced fraud or been offered a 
bribe in the last 12 months are:

 • showing a lack of adequate financial controls;

 • making a greater commitment to transparency; or

 • responding to the Charity Commission’s push on serious 
incident reporting.

Certainly, it’s a concern that only 64 per cent of charities who 
experienced fraud reported it to the regulator. And while the 
majority conducted an internal investigation, just 64 per cent 
strengthened their procedures as a result.

In 43 per cent of cases the fraud was committed by an 
employee, which is in line with the findings of other surveys.

Governance
The Charity Governance Code was introduced for charities in 
England and Wales (Scotland has a similar code) in 2017 and, 
in our survey that year, 48 per cent of respondents planned 
to implement it in the next 12 months. But 18 per cent had no 
intention to, and 20 per cent hadn’t even heard of it.

Adherence to the code is voluntary but there’s anecdotal evidence 
that funders will increasingly see compliance as obligatory or, at 
least, as a sign that a charity is robustly governed. 

A number of charities have chosen to focus on one or a few 
of the code’s seven principles, rather than try to comply with 
them all in one go. Evidence of compliance with organisational 
purpose has been provided by 76 per cent of respondents. But 
just 47 per cent have tackled diversity and inclusion, which 
does seem to be the area that many charities and trustee 
boards are struggling to grasp.

The code will be refreshed in 2020 but the core principles won’t 
change. An ongoing and genuine engagement with them is 
advised if you want to demonstrate a strong commitment to 
quality governance, and vital to making a full impact.

6% Yes – over £10k

9% Yes – under £10k

85% No

Has your charity experienced fraud or 
been offered bribes in the last 12 months?

64% Report to the Regulator

86% Commence an  
independent investigation

64% Enhance your internal controls

0% No action taken

For those that answered yes to 
experiencing fraud or bribes did you… 

Who committed the attempted fraud or bribe?

43% Employee
0% Volunteer

29% External UK organisation
21% External overseas organisation

7% Rather not say



How to improve in these areas:

Actively explore opportunities for  
new funding.

Speak to your auditor about going 
concern assessments.

Put in place adequate systems for 
detecting and reporting fraud.

Implement one or more of the seven 
principles of the Charity Governance Code.

If you have experienced a fraud, have 
you considered the Charity Commission 
Serious Incident Reporting Requirements?

If you have suffered a fraud, have you 
reviewed the adequacy of your controls?

In May 2019, to understand what impact the Governance Code has had on 
the sector, RSM analysed 85 charities of various sizes and activity areas 
to see how the Code is being applied and what the common failings are. 
Key findings from Decoding the Charity Governance Code included:

 • of the 85 charities analysed, approximately 44 per cent 
acknowledged the Code within their annual reports;

 • average governance ratings for charities which stated their 
alignment to the Code was nearly 10 per cent higher than those 
that did not acknowledge its adoption; and

 • 31 per cent of charities, by our scoring methodology, demonstrated 
excellent governance.

To view a copy of the report please visit https://www.rsmuk.com/ideas-
and-insights/decoding-the-charity-governance-code.

76%

67%

65%

72%

59%

53%

47%

11%

5%

Organisational purpose

Board effectiveness

Openness and accountability

Decision-making, risk and control

Leadership

Integrity

Diversity

None

Other

Which sections of the governance code do you evidence compliance with?

1

2

3

4

5

6
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Key findings:

67 per cent of respondents 
see new funding sources 

as a challenge over the 
next 12 months.

49 per cent see staff 
resources as a challenge.

48 per cent measure 
impact and outcomes on 

beneficiaries.

79 per cent use their 
annual report and accounts 

to report on impact.

18

Future challenges

67% 49%

48% 79%



While the environment has been uncertain over 
the last few years, planning ahead and operating in 
ambiguous circumstances, and on scarce resources, is 
nothing new for the sector.

Their biggest concern, as expected, remains new funding sources (67 per cent). 49 per 
cent see staffing as a challenge, both in terms of attracting and retaining new talent. 
And 37 per cent worry about meeting strategic objectives, which is core to running an 
effective charity and making an impact.

Although the UK’s future relationship with the EU and the longer-term economic 
consequences of Brexit remain uncertain, only a quarter of respondents see Brexit as 
a challenge for the next 12 months.

What do you think are the biggest challenges facing your charity in the next 12 months?

67%

23%

37%

12%

23%

14%

26%

49%

12%

New funding sources

Cost reduction programmes

Meeting strategic objectives

IR35

Brexit

Cyber fraud

Leadership resources

Staff resources

Other

New decade, ongoing challenges: the funding of charities in 2020
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Impact
Making such an impact is one challenge, being able to 
demonstrate and report on it is quite another. But in order 
to survive, win the competition for funding, and deal with a 
seemingly more sceptical media and government, charities 
must be able to justify how they spend their money – and 
the difference they make. 

Only 48 per cent of this year's respondents stated that they 
undertake impact reporting. They do this mostly with KPIs 
and statistics (68 per cent), case studies (63 per cent), and 
surveys or interviews (58 per cent). 

But measuring impact is only half the battle. Communicating 
it in an accessible, easy to interpret, and resource-efficient 
way is tricky too.

Unsurprisingly, 79 per cent report on impact in their annual 
report and 42 per cent produce a separate report. Just 43 per 
cent do it via their website, an obvious quick win for those 
looking to engage younger supporters.

0 20 40 60 80

Case studies

KPI’s/statistics

Number of  
beneficiaries helped

Funder feedback/ 
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How do you measure your outcomes and impact  
on beneficiaries?
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How to improve in these areas:

Consider the effect of different Brexit 
scenarios on your organisation.

Regularly review your strategic 
objectives and assess your ability to 
meet them.

Consistently and methodically assess the 
impact you have on beneficiaries.

Effectively report on that impact, using 
digital channels to reach new donors.
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Where do you report on your impact?
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