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The government has set its sights firmly on the third sector, with Brown pledging more stable government funding to charities and voluntary groups in a bid to extend their role in delivering public services. 

It is of course good news and long overdue that charities and in particular, volunteers are being recognised for running successful organisations, often on shoestrings, with very few resources. 
But, what pressure - for charities suddenly to be looked upon to make British society happier, healthier and a more successful place and to show the public sector how it is done. How can a sector beleaguered by a major shortage of skills and resources transform itself overnight? 
Whilst the success of the third sector is undoubtedly driven by the passion and commitment of its people, they are in short supply. One only has to look at the Chartered Institute of Personnel and Development’s (CIPD) report in June to see the extent of the staffing gaps. Whilst the number of vacancies organisations fell from 147 in 2005 to 64 in 2006, a staggering 81 per cent of voluntary organisations had difficulties recruiting in “one or more category of vacancy.” 
Staff turnover is also a cause for concern – the CIPD’s Recruitment and Retention report showed 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 be a major problem for charities.

In addition, whilst 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 National Council for Voluntary Organisations 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 gifts. 

The parliamentary spending watchdog published a report on 8th August 2007 following an audit of 12 of Britain’s largest charities. It complained that the "baroque complexity" of government funding is jeopardising plans to give charities a bigger role in delivering public services. It stated that the delivery of health, education and employment services by non-profit organisations risk being "undermined and limited" by bureaucracy and lack of co-ordination between government bodies.

These charities each receive more than £700m a year from the taxpayer, but they depended on several thousand different funding streams and it costs them an average of £381,000 a year respectively to manage these funds. Mencap, for example, received £155m from 532 sources to provide care services for disabled people.

What is alarming about the report is that the largest charities in the UK were struggling to manage – only can only imagine how smaller charities and voluntary organisations, which have less resources are coping. 

Without the right systems of support and resource in place to deal with these new pressures, the government’s vision for the third sector is unattainable and wholly unrealistic. 

Charities need finance directors with commercial skills who are used to dealing with such complex financial systems. One of the ways around this is for charities to hire Interim Managers to help them overcome some of the new challenges they face. These experienced professionals are being hired for a short period of time to set up systems to manage these complex accounting processes or to write complex funding bids or modernise existing systems in order to cope with the changes taking place.   

Unlike management consultants, Interims are hands-on – they don’t just deliver reports and analysis; they perform specific job functions and deliver results. They can be also hired on a part time basis, which can save money and their daily rates are much lower in comparison to consultants. 
An example of a smaller charity using an Interim Finance Director to great effect is The Royal School of Needlework at Hampton Court, a very small charity dedicated to keeping the art of hand embroidery alive in the 21st Century. It hired Interim Manager and experienced financial director, Vaughan Williams on a part time basis, to modernise its finance, management accounting systems and payroll. Vaughan has upgraded the Sage accounting software, added Sage Intelligent Reporting and automated the organisation’s systems. He has also cut down amount of resource needed to run accounts, whilst making the accounting processes and management reporting much faster and less complex.

Costly, complex and time consuming, public sector tenders are one of the biggest complaints in the sector but again, some forward thinking organisations are employing experienced Interim specifically for this purpose. They are using them to write business documents or tender documents, which if successful, will help raise more money and help the organisation thrive.
Interestingly, many Interims have been volunteers themselves, so they not only understand the ethos of the third sector but they also bring a raft of commercial and leadership skills to each executive role – skills that they transfer to third sector organisations, creating a much needed lasting impact that will help perhaps help close the skills gap in the long term.
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