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Mind the gap 
October 2007
As the spotlight on the third sector increases, who will plug the skills gap, asks Stephen Brooker. 

THE GOVERNMENT has set its sights firmly on the third sector, with Gordon Brown pledging more stable government funding to charities and voluntary groups in a bid to extend their role in delivering public services. This is long overdue recognition that charities are successful organisations, often on shoestrings. But how can a sector which arguably faces a major shortage of skills and resources fulfil this extended role? 

While the success of the third sector is undoubtedly driven by the passion and commitment of its people, they are in short supply. The Chartered Institute of Personnel and Development’s (CIPD) annual Recruitment and Retention report published in June 2007 reveals the extent of the staffing gaps. While the number of vacancies in organisations fell from 147 in 2005 to 64 in 2006, 81 per cent of charities had difficulties recruiting in “one or more category of vacancy”. High staff turnover is also an issue and the report revealed that 75 per cent of voluntary groups reported difficulties in retaining staff. With more pressure on them to deliver results than ever before, this resource issue could become a major problem. 
In addition, while organisations have struggled long and hard with dwindling cash reserves, the sudden appearance of additional funding is also problematic, particularly for finance directors. Different funding streams from multiple government sources is making it hugely difficult for finance managers to keep tabs on it all. The NCVO reported that charities received £10.7bn of public money in 2004-05, but two-thirds of it was earned in return for services, rather than given as donations. 

The National Audit Office published a report last month on the funding of large national charities. Its case studies of 12 of Britain’s largest charities found that the “baroque complexity” of government funding is jeopardising plans to give charities a bigger role in delivering public services. These charities each received more than £700m a year from the taxpayer, but they depended on several thousand different funding streams and it cost them an average of £381,000 a year respectively to manage these funds. What is alarming about the report is that if the largest charities are failing to manage, one can only imagine how this problem is exacerbated within smaller organisations. 

Securing funding often requires dealing with masses of information and paperwork to complete tender documents, in addition to the excessive bureaucracy and red tape that is part and parcel of government dealings. This in turn puts even more pressure on organisations to find the right people with the right skills, as it highlights immediately major skills gaps. 

Perhaps for this reason, interim managers are being used more frequently in the sector as they can be hired for their specific skills and are often brought in to manage specific problems or projects. They set up new systems, lead organisations and take on major projects and they have the experience to deal with complex financial management or funding agreements. Interim managers can bring many benefits. Like management consultants, they can produce strategies and give sound advice but unlike consultants, they also implement these plans. They are hands-on and don’t just deliver reports and analysis, but often produce results. They are also far cheaper than management consultants and highly flexible, often willing to work part-time, which can save money.
Interim managers also transfer their skills across organisations, enabling others to learn from them and creating long-lasting benefits. 

Costly, complex and time consuming public sector tenders are one of the biggest complaints in the sector but some forward-thinking organisations are employing experienced interim managers specifically for this purpose. They are using them to write business documents or tender documents, which if successful, will help raise more money. 

Finance directors in charities have a complex job, balancing the demands of internal and external stakeholders, in addition to the accountability requirements. Now more than ever, they need help, support and most importantly, simplification in their dealings with government. Unless this happens, the vision of the third sector leading the delivery of services will never be achieved, and increasing numbers of workers will become more distressed and, ultimately, disillusioned.  
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