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What’s this session all about?

• Why consider earned income? 

• Overcoming barriers and identifying opportunities 

• Building a business case – minimising risk 

• And… will it work for my organisation? 



So, what is earned income? 

• Income generated through the sale of products and services 

Gifts Grants Contracts
Open 

market

Donor Funder Purchaser Customer

Un/restricted Restricted Unrestricted Unrestricted



POLL #1

What’s your organisation’s experience with earned income? 

- We generate some earned income already

- We are thinking about generating earned income and have 
taken some first steps 

- This is brand new to us 

- I don’t know



POLL #2

What’s your board’s appetite around earned income? 

- They are keen to expand our income generation in this way

- They are hesitant / not keen 

- They have not considered it

- I don’t know 



Why should we consider earned income? 

• Adds further breadth to income spectrum 

• Generates unrestricted income – can be used for research and 

development, harder-to-fund projects, building reserves 

• Be more in control of their own direction and destiny 

• So why isn’t everyone doing it? 



What’s stopping us? 

• “Our services should be free”

• “We don’t have the business skills 

to sell products and services”

• “We don’t have anyone who would 

or could buy it”

• “What happens if we don’t hit our 

sales targets – it’s too risky”

• “We aren’t allowed to sell things – 

we are a charity – we’d have to set 

up a whole other company to do 

that”

• “We are in a cost-of-living crisis – 

this is the worst time to start trying 

to sell things to people”





So, what to do…? 

• What assets do you have? 

• Skills – used / not used every day

• Knowledge about topic / audience

• Venue space / other physical resources

• Value of your brand

• Who else could benefit from these?

• Members of the public 

• Businesses

• Local authority 



So, what to do…? 

• What assets do you 
have? e.g.

• Skills – used / not used

• Knowledge

• Venue space / other 
physical resources

• Who else could benefit 
from these?

Use this Ansoff matrix to 
create your own ideas…
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Managing the risks – market research

• Who are you targeting? 

• What do they want and need? 

• Where is the gap you are filling? 

• Why is that gap there? 

• What is the size of your market? 

Pilot first – what is the take up like?



Managing the risks – financial planning

• Check the market rate – start high, and discount if you need

• Consider ALL costs – including management, accounting, legal, 
start-up resources, marketing

• Create a cash flow – what start up investment is needed?

• Model different pricing and sales targets 

• Consider social investment – grant / loan – ensure you can 

afford the repayments plus interest 

Remember the purpose is to make a profit – and that’s ok! 



Managing the risks – governance 

Primary purpose trading

• The trading is part of your charity’s purpose, 
e.g.

• selling counselling services to members of the 
public (pay it forward) – if they are your 
beneficiaries 

• running a café for your beneficiaries (ancillary) 

• Some tax exemptions apply



Managing the risks – governance 

Non-primary purpose trading

• The trading does not relate to your charity’s purpose, e.g. 

• running a café selling to the public (unless it’s staffed by your 

beneficiaries) 

• Still some tax exemptions, but trading income threshold 

depends on charity’s annual gross income 

Charity’s annual gross income Trading income threshold

£32k or less £8k

Over £32k, less than £320k 25% of charity turnover 

Over £320k £80k 



Managing the risks – governance 

Why set up a trading entity? 

• If trading income is above threshold 

• To protect charity from trading losses or other risks 

• No corporation tax to pay on profits donated from trading entity to charity 

Other points to note… 

• Usually set up as a Company Limited by Guarantee (CLG) or Community Interest 

Company (CIC) 

• Will need independent Board members, and some trustees from the charity

• Will need to report separately to relevant regulator (Companies Houses, CIC Regulator)



Further information 

• Take advice from lawyer and 
accountant 

• Charity Commission

• CC35 (trustee guidance) 

• Connected Organisations

• Charities and Trading 

• Other organisations

• NCVO

• Social Enterprise UK

• The Management Centre 

• Sources of social investment 
and readiness support

• Access – The Foundation for 

Social Investment 

• Big Issue Invest

• Charity Bank

• Tools to use

• Ansoff matrix 

• Business model canvas

• Value proposition

https://www.gov.uk/government/publications/trustees-trading-and-tax-how-charities-may-lawfully-trade-cc35/trustees-trading-and-tax-how-charities-may-lawfully-trade#s3-7
https://www.gov.uk/government/publications/trustees-trading-and-tax-how-charities-may-lawfully-trade-cc35/trustees-trading-and-tax-how-charities-may-lawfully-trade#s3-7
https://www.gov.uk/guidance/guidance-for-charities-with-a-connection-to-a-non-charity
https://www.gov.uk/guidance/guidance-for-charities-with-a-connection-to-a-non-charity
https://www.gov.uk/guidance/charities-and-trading
https://www.gov.uk/guidance/charities-and-trading
https://www.ncvo.org.uk/help-and-guidance/running-a-charity/financial-management/tax-and-trading/trading-and-charities/
https://www.ncvo.org.uk/help-and-guidance/running-a-charity/financial-management/tax-and-trading/trading-and-charities/
https://www.socialenterprise.org.uk/
https://www.socialenterprise.org.uk/
https://www.managementcentre.co.uk/downloads/Earned_Income_Seven_Key_Considerations_Before_you_start.pdf
https://www.managementcentre.co.uk/downloads/Earned_Income_Seven_Key_Considerations_Before_you_start.pdf
https://access-socialinvestment.org.uk/
https://access-socialinvestment.org.uk/
https://access-socialinvestment.org.uk/
https://access-socialinvestment.org.uk/
https://access-socialinvestment.org.uk/
https://www.bigissue.com/invest/
https://www.bigissue.com/invest/
https://www.charitybank.org/loans/
https://www.charitybank.org/loans/
https://www.ansoffmatrix.com/
https://www.ansoffmatrix.com/
https://www.strategyzer.com/library/the-business-model-canvas
https://www.strategyzer.com/library/the-business-model-canvas
https://www.strategyzer.com/library/the-value-proposition-canvas
https://www.strategyzer.com/library/the-value-proposition-canvas
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Any questions?
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