Getting through tough times – call in the Interims 
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Many charities across the UK have experienced a drop in donations since the start of the recession and are under pressure to secure new funding. A report this month from Children England, the umbrella group for children’s charities in the UK, said that 40% of children’s charities are in a vulnerable position and could close if expected funding does not come through.  

Ian Joseph looks at how Interim Managers can help Charities can find new income streams and successfully tender for grants to help them get through the downturn.
Larger organisations are feeling the impact of the credit crunch too. The British Red Cross was forced to cancel its Thameside winter gala ball last year, because it failed to find a corporate sponsor for an event which usually raises £500,000. Shelter, the housing charity, lost £400,000 in the space of six weeks last autumn when corporate sponsors cancelled donations.
In November last year, a survey of 362 charities by PriceWaterhouseCoopers, the Institute of Fundraising and the Charity Finance Directors' Group, painted a gloomy outlook for this year, estimating that the funding shortfall could reach £2.3bn. It reported also that 37% of charities had already noticed a drop in the number of corporate donations, 50% had noticed a decrease in donations from current donors and 70% of charities expect a decline in income this year, but are unsure when this will happen.
The shortage of funding looks likely to be the number one challenge for charities this year and to compound the situation, 34% of them expect to make redundancies this year. In a sector which is plagued by its lack of skills and resources, this could cause major problems.  
In the past couple of years more government funding has been made available to the sector. In 2007, Prime Minister Gordon Brown placed the third sector in the spotlight when he pledged an unprecedented sum of £515m of which a significant portion, such as the £65m for Futurebuilders, was to help build the capacity of third sector organisations that wished to deliver public services. 
The result has been that many charities have already entered the world of tendering for business against commercial organisations and other third sector organisations. But, for some, the whole process of bidding for contracts or renegotiating terms is proving to be complex and challenging, particularly for charities without the appropriate skills, commercial know how and experience. This skill shortage at a senior level is a major problem. In 2008, Russam GMS surveyed its database of Interim Managers working in the Charity sector and found that 80% felt there was a major skills shortage at a senior level within UK charities. 19% of interims stated that the pressure to deliver services for central and local government as part of the government’s broadening commissioning agenda was also proving challenging.
One solution which is becoming more popular within the sector is to hire experienced Interim Managers who are able to work with charities on a project basis to put together successful tender bids, negotiate contracts and grants and advise and implement a financial strategy that will help the charity’s long term financial success.

Interims often come from commercial backgrounds and are experienced in delivering successful tenders. They also can be a highly flexible solution for charities that do not have the budget or need to hire someone full time or permanently.  Interims are far more cost-effective option than Management Consultants (around a third of the price; they are also more hands-on; whilst they create strategic plans like the consultants, their role is to implement these plans and ensure they deliver results.
Another benefit of Interims in this sector is that they focus on creating lasting value by introducing new business models and processes that can be used in the future by internal staff.
In addition, a good Interim Manager will always transfer their skills before leaving – even if it makes them redundant in the process. These seasoned executives are being called in to modernise charities; to help them become more commercial and show them smarter and more effective working practices. 

One such Interim is Tom Hamilton, an Interim Finance Director whose work for charities has involved tender exercises for capital projects, professional appointments, PFI negotiations and planning applications, as well as delivering cost cutting projects and developing new business development models.

Tom believes that Interims are being used more for this kind of work because it is generally an area of experience lacking in charities. He says, “Projects such as tendering for contracts or fundraising tend of be one-off in nature and Interim Managers who are experienced in this area can come in and get on with the work from day one – there is no learning curve. They are more cost-effective than Management Consultants and can be hired at a daily rate for a short time period, which would suit most charities.”

Tom also thinks that the charity sector is not well equipped to handle such work. He says, “Traditionally, charities have not been commercially minded, so they often need help with budgetary control and do not have rigorous management systems in place. Another challenge can be managing the Trustees and boards and, if they are not commercially minded, the challenge is even greater.”

Another conflict that Tom sees is the risk averse nature of many charities. He believes that winning a contact involves putting forward the best terms possible, which is not a job for the timid.

Change management is another growth area for Interims in the third sector. They are being called upon more often to help organisations restructure and modernise processes, focusing on delivering efficiencies and saving time and money. 

For example, Interim CEO Keith Drew completely restructured the Christian charity Forest YMCA in Walthamstow, eliminating its debt and changing its working practices. He changed many parts of the organisation making it more accountable, raising the standard of services for residents and stakeholders and also refurbishing its facilities (which had not been updated for many years) to provide a far higher standard of living for its residents, and for its public customers. 

Another example is a project completed by interim finance director, Vaughan Williams, at The Royal School of Needlework at Hampton Court. Vaughan automated the charity’s accounting processes, reduced the amount of resource needed in the accounting function and made the processes and management reporting much faster and less complex.

As it was a small charity, it hired Vaughan for three days a week instead of five, demonstrating the flexible and cost-effective way in which some organisations work with Interims. 

So Interims are being used in very strategic ways to address major business challenges in charities of all different sizes across the UK. They are helping them modernise their processes and working practices and, by transferring their own experience and skills to internal staff they are helping charities up skill their resources at all levels.
 But most importantly, Interims are showing organisations how to secure funding when they need it most and giving them the skills and knowledge to be financially independent and commercially astute to ensure their survival. 
