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Thank you for asking me to speak to you today. The first time I was here was in 1978 when, in my first job after leaving University, I did market research by stopping people in the street and testing potential advertising campaigns on them. This city has undergone a transformation since then, being back today I almost wouldn’t have recognised it. Both Cardiff and I have definitely become more cultured in the intervening years!

I find myself here, 31 years later, looking at the list of previous speakers and feeling rather awed. While I wouldn’t count myself amongst the Shami Chakrabarti’s or David Miliband’s of this world, I do hope that what I say to you today will give you a new and urgent perspective on the role and necessity of our charitable sector in these unpredictable social and economic times.
One of the constants for our press office staff is the astonishment of journalists when they ask how many charities there are. They think of the household names, the National Trusts, the Oxfams, Battersea Dogs Homes, NSPCCs and Cancer Care UKs. Add another couple of thousand or so to include local charities and their ballpark tends to be around the 5,000 mark. Who, after all, could possibly need more charities than that?
There are 190,000 charities in England and Wales, with another 20,000 or so in Scotland. Wales is home to over 9,000 of them – the oldest dating back to the 13th century. 

And I think the longevity of the charity sector has important implications. Before there were banks, well before there was a welfare state, there were charities. They are probably our oldest infrastructures. I don’t think it’s claiming too much to say that virtually all of the other institutions which have grown up, did so around the systems charities already had in place. Education, health, environment, social justice and state welfare – all these were first embodied in the work and ethos of charities. If there was no charitable and voluntary sector, I wonder how many of the other institution we take for granted today would remain?
You of all groups know that money talks, cash is king and that an organisation’s income defines the scope of the work it can do. The charity sector in England and Wales has total incoming resources of over £46 billion pounds and more than 600,000 staff. Nearly 930,000 trusteeships are filled by people running our charities on an overwhelmingly voluntary basis. The combined income of charities in England and Wales alone represents over 3% of the UK’s GDP. When you consider that the IFSL estimated the financial services industry represented just over seven and a half percent of GDP in 2007 – before markets came tumbling down – you have some idea of the financial clout of charities.
But dig even slightly deeper and the figures belie any idea of fat-cat charities sitting on huge reserves and paying their CEO’s vast sums. Nearly half of all charities in England and Wales have incomes of £10,000 a year or less, a further 28% have £100,000 or less. Many start-ups would come to a grinding halt on so little but charities, of course, have the benefit of volunteers. Without them, there’s no doubt much of the charity infrastructure we take for granted could simply not exist. 
Wales itself provides a wonderful illustration of this. Its 9,000 charities are run by nearly 42,000 voluntary trustees with tens of thousands of volunteers. For the first time, we’ll be publishing a regionally-specific snapshot of the charitable sector in Wales later this week. It shows what charities in Wales do, and don’t, have in common with the sector in England and the types of activity they carry out.
Charities in Wales disproportionately struggle with the challenges faced by poor rural communities but they also enjoy some advantages over their English counterparts. Their relationship with local government tends to be more constructive than can be the case elsewhere, they tend to be closer to the grass roots of those they are set up to benefit and they enjoy uniquely high levels of public support. As far back as 2002, the Commission’s research showed 50% of people in Wales would give over Christmas, compared to a UK-wide average of 40%. 
So much for the numbers. The scope of what our charities do may also surprise you. If anything, it’s more a question of what don’t they do. From providing life support systems for premature babies to bereavement counselling for families devastated by a death and all points in between – the sector provides unique cradle to grave support to all of us: 

If your child is being bullied or has dyslexia there is a charity you can turn to.

If your nephew becomes addicted to drugs there is a rehabilitation centre that can assist his recovery.
If your neighbour is suffering domestic violence there is a refuge that will safeguard her and her children.

If your colleague becomes ill over credit card debt there is an advisory service that can help them.

If your grandmother becomes terminally ill there is a hospice which will make her last days peaceful and caring.
Our charities meet need internationally, regionally and locally although - unlike the commercial world - demand will always outstrip supply, I see many analogies between the corporate and charity sectors.
But there are also key differences between them, which go far beyond the voluntary principle, and some of these are particularly exacerbated in an economic downturn. Both are experiencing double whammies right now, but in very different ways.
Businesses are contending with shrinking income and declining profits, both because of the difficulty in obtaining credit and because consumers don’t buy at any price. Lack of demand equals lack of income. On top of that, retailers know that customers increasingly want more for less. But when even massive pre-Christmas discounts and BOGOF deals don’t stimulate demand, profit margins run the risk of disappearing into the red.
Charities’ double whammy starts off similiarly. Donations fall, legacies are worth less as house prices decline and the value of investments fall prey to the vagaries of the stock market.
But demand for services doesn’t correspondingly decline. It increases; swiftly and dramatically.

The National Centre for Domestic Violence reported the effects of  the credit crunch key to the 40% rise in those seeking its support this Christmas since the previous one.

DSC November survey – 54% of charities surveyed said the recession was leading to increased demand for services

LASA, the Advice Services Alliance – collates data showing CAB’s report daily increase of 125% in enquiries relating to redundancy and the charity Homeless Link has reported a rise of nearly a third in demand for its services.

Faced with this perfect storm, charities are having to be clearer than ever about their identity, activities and beneficiaries.

Are they a Woolworth’s, becoming over time less and less clear about what, and who they are for? Being a Jack-of-All trades and a Master of none has rarely provided any organisation, be it commercial or not-for-profit, with a USP sufficiently strong to keep its head above water when economic storms hit. 

Funders, supporters and donors alike are unlikely to be driven by sentiment alone – any more than those shoppers who decided Woolworths had become an anachronism, incapable of survival in a world to which it was increasingly irrelevant. 

The decline of Wedgewood-type of organisations seems, on the face of it, harder to explain but there may be parallels for long-standing niche charities also synonymous with longevity and quality.

Pundits give different reasons for Wedgewood’s failure from which charities can learn. Over-expanding, for example, into areas of public service delivery or services they cannot afford and which muddies their identity, much as Wedgewood’s purchase of Waterford did.

Or is it an issue of becoming inflexible, unable to respond sufficiently swiftly when trends move on and market segment shrinks? Whatever else the failure of Wedgewood shows, it’s that a high-quality reputation is both an absolute necessity and sometimes, not quite enough.
Then I think of some charities I’d liken to a Waitrose whose pre-Christmas takings rose by 41%, inevitably at the expense of similar high-end competitors.

I think there’s certainly an argument for charities staying true to their brand, their identity, and their core purposes. Keeping a weather eye out for change isn’t enough, trends in demand, services, funding – all these need to be identified by charities as part of their strategy for survival.
It is both perfectly consistent and increasingly necessary for charities to stay true to their identity but review the way they run their services. A business analyst told me recently that M & S was a good model, and low-end discount supermarkets a bad model – when times were good. When times become bad, however, the opposite becomes true.

Even organisations with a good model in bad times are going to have to fight to stay afloat. Knowing your real value is more important than ever.
And it’s this quality of knowing what you’re worth that charities must adopt. Not, please note, in order to cut costs to service commissioners. Too many charities struggle to get full cost recovery from statutory authorities as it is and a charity’s USP must remain Unique Selling Point, not Under Sold on Price. 

Now, more than ever, charities can’t afford to subsidise public authorities. With dwindling income and escalating demand they must become expert at working out what their services cost and ensuring they are paid for them. 

It is in no-one’s interest if charities succumb to the progressive bite of underfunding in a situation where they may be the only safety net available to so many – not in their interests, those of their service users and certainly not of a commissioning authority that would find itself in dire straits in terms of both cash and expertise if it was forced to provide the service itself.

The issue of identity will be the crucial issue facing charities in the difficult times ahead. Going back to first principles means reviewing and renewing your priorities and services – delivering the core business to your beneficiaries. Clarity of purpose and beneficiaries leads to clarity about what activities are core to that purpose. 
Hard-headed business decisions need to be taken by the commercial and charitable sectors alike. But, as compensation for the double whammy which charities currently face, they have one huge advantage in their favour.

People trust them. Sometimes they don’t even know why. They may never have studied their accounts, visited their website or had any knowing personal contact with them at all. Yet still they put trust in charities and that trust is growing.

Only a fortnight ago, the voluntary sector think-tank nfpSynergy published the results of a survey showing that public trust in charities had risen by 23%, nearly a quarter, since 2007. 

Governments, both in the UK and internationally, have taken the decision that banks cannot be allowed to fail. I believe the British public will make the same decision when it comes to charities. Gym memberships may be cancelled, supermarkets traded down, skinny lattes replaced with a thermos but I have an enormous amount of faith in the idea that charity donations and direct debits will be the last thing to go.
Many of the products created by the financial services and brokerage industry turned out to be built on sand, an insubstantial infrastructure based on misplaced confidence, theoretical mathematics and greed. The infrastructure provided by the charitable and voluntary sector is run for public benefit, not private profit. It is old, it is deep, it is adaptive. It evolves from communities to serve communities and all it asks for in return is survival.

The good done by charities in any given year is incalculable, unquantifiable. In many areas, charities stand between communities and social breakdown. They seek to prevent harm, mend harm when it occurs and campaign to change the social and economic context that allowed such harm to occur in the first place.
From a macro national level to the smallest local community groups they are the cement that holds our society together and shows us the best of ourselves, rather than the worst. 

Charities will find a way through these difficult times. They must.  By being clear about their DNA, their identity and their purpose, they are in a better position to still be standing when the recessionary smoke clears.

But they will need society’s consistent, long-term support. As not-for-profits they always had less fat to trim than many businesses, and are now striving to meet additional demand without additional resources.

Charities exist neither for themselves, nor for shareholders.  They exist for people in need, as safety nets for the vulnerable, as agency in improving our laws and the rights of us all. 

We need them even more than they need us and, if all else fails, I trust that the public’s enlightened self-interest will ensure that even though their commitment to retail therapy may wane, their commitment to the impact that charities’ work has on every area and stage of our lives will remain as strong and passionate as ever.
Thank you.
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