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FORWARD

Fund Raising Strategies: Know What You're Selling presents fund raising in a
new perspective. Many excellent sources on fund raising already exist, many of
which have been referenced in this document, however, they only mention that the
fund raising environment is more competitive. Too often, they fall short of
positioning fund raising in a strategic context. They tell you what to do, but don't tell
you how to compete.

Successful fund raising must begin with a shift in attitude: having a good idea is not
enough — you have to prove it! Fund Raising Strategies aims to shift the
reader’s attitude by presenting fund raising in the context of strategic marketing.
Knowing what you are selling and knowing to whom you are selling are essential
elements of a strategic fund raising plan.

While the basic elements of fund raising are included in this document, it is
recommended that you look up other fund raising references for more details. A
good strategic marketing book should also be part of your book shelf.

About the author

David Connell, B.Econ., B.Comm., M.B.A., is President of David J. Connell &
Associates, a consulting firm specializing in market strategies. David possesses
over ten years’ experience in the marketing and organizational development field.
He has worked with international management consulting firms and with provincial
non-profit organizations. David’s practical experience is supported by formal
training in economics, marketing, and strategic planning.

Two principles guide David’'s work. One is a belief in the strengths and values
people bring to organizations. The second is the view that outcomes drive process.
Practising these principles, together with his analytical and practical approach to
solving problems, enables David to integrate the ‘bottom-line’ perspective of the
corporate sector with the values that guide the non-profit sector.
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FUND RAISING IN A
COMPETITIVE ENVIRONMENT

We often hear that non+profit organizations need to be
more busness-like. What does that mean? What can we
learn from businesses?

The focus of this
guide is to help non-
profit organizations
develop a healthier
attitude and create a
responsive plan

Thefirg thing to learn from the corporate sector isto
goproach fund raising like sdling. Have you ever known
a businessto survive by not selling something? For-
profit companies sall products that cusomersvaue. And
they compete head-to-head with other companies for the
same customers. Non-profit organizations must do the
sameif they areto be successful fund raisers.

to compete for a
limited pool of
dollars.

A nonprofit organization needs to know what it issdling,
why it issdling it, to whom it's selling it (target market), and how to differentiste itsdlf from
other non-profit organizations (the competition). Only those non-profit organi zations that
embrace amore assartive and aggressive marketing approach to competing for funds are going
to survive. In some cases, they will even find themselves competing with for-profit organizations
for the same pool of money!

Thisguideis not trying to convert you, your saff or your volunteers into cut-throat, corporate
barons. It istrying to emphasize the need to shift gears, to change attitudes to be able to
respond to increased competition in the fund raising environment. The redlity isthat many non
profit organizations aready have established their own market share of the funding pool. March
of Dimes and the World Wildlife Fund are established in direct mail. UNICEF and the
Sdvation Army are known more for their fund raising methods than their services. The growing
number of hospitd lotteriesisjust arecent indication of the competition for another fund raisng
vehicle. How many advertisements or direct mail pieces have you seen or heard recently for
other fund raising campaigns? These are dl examples of the increased competition out there.
As others stake their niche of alimited pool of funds, more organizations are being left out.

This document is not just about competing for funds. There is an important philosophic
difference between the for-profit and nonprofit sectors. for-profit organizations exist to serve
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private interests;, non-profit organizations exist to serve public interests. While non-profit
organizations must compete with each other for funds, we can never lose sight of our
accountability to the public and to our communities.

The objective of this document isto provide you with the tools and understanding to develop a
fund raisng plan, srategies and techniques. Specificaly, this guide will help you to develop:

I A podtive and hedthy attitude to fund raisng;

I Leadership for afund rasing campagn;

I Clear rolesfor board members and gaff in fund raising;
I A fund raising plan and Strategy; and,

I Stewardship.
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FUND RAISING IS MARKETING

The most successful for-profit companies understand that you can't be dl thingsto al people.
Thisisthefird rule of marketing in a competitive environment. Y et many non-profit
organizations never think about this because they refuse to accept that they are “ competing”
with other non-profit organizetions.

. The fund raising environment is more sophisticated and more
Having a good demanding than ever before. 'Y ou must learn how to sell the resl
idea is not value of your products and services A ‘good ided! isthe
enough as a minimum pre-requisite for a fund raising plan and does not
‘;)ulgg raising guarantee that your organization will survive

Every introductory marketing textbook refers to the four "Ps' of a
marketing srategy: Price, Product, Promotion and Place.
Traditionally these are gpplied to the for- profit marketplace as
producing (Product), advertisng (Promotion), distributing (Place), and sdlling (Price). Inthe
for-profit market thereis a producer and a consumer. The company is the producer and the
consumer is the person who pays for and uses the product or service.

The non-profit market is different. The organization is till the producer but the consumer is
actualy two different people: one person uses the service and another paysfor it. In the non
profit market, the "consumer” usudly refers to the person who uses your services. This person
does not usudly buy, or purchase, your services. Most often, non-profit services are provided
for free or for anomina user fee. When fees are charged they rardly reflect the true cost of
providing the service. The funder isthe person who “buys’ your products and services. And
the funder is the person to whom you must sdll the vaue of your services.

This can be summarized in another way. In the non-profit sector marketing is associated with
allocating resources (providing services) and attracting resources (getting funding). Many
organizations, even the ones that spend alot of time doing strategic planning, only focus on
allocating resources. In these situations, as warned in the Boys and Girls Clubs of Canada
Mar keting Handbook, these "organizations believe so strongly in what they do — that their
services are 0 vitd and important — that they think people should automaticaly support the
organization for that reason alone."

Focussing only on alocating resources (or providing services) is not srategic. Thiskind of
organization is SHf-centred and failsto look at itself from the donor's, or buyer’s, perspective.
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The attracting resources side of marketing is your fund rasing strategy. Determining the four
Ps of your strategy starts by asking yourself about how your organization is perceived by
donors:

I Why would donors want to make a contribution?

I What'sin it for them?

I What do they receive (tangible and intangible) in return for giving money, in-kind
sarvices, time or effort?

These questions emphasize the need to develop donor- or customer-focused relationships as an
integral part of your fund raisng strategy. Asyou develop your strategy there are afew basic
rules (not written in stone) that are important to remember. They are:

I Thetask isnot to get adonation, but to develop a donor.

I Most people don't give because they have never been asked.

I Itiseader to retain adonor than it is to attract anew donor.

I Itiseader to get adonation from someone who knows you or your organization.
I People give to people, not to ingtitutions.

I Theright person makes the difference.

Like the customer-focused questions above, these rules emphasize a persona connection

between the donor and your organization. Therefore, your fund railsing strategy starts by
deciding what is your target market: who are your potentia funders?
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BEFORE YOUBEGIN PLANNING

Leadership: rolesand responsibilities

Y our board is respongible for ensuring there are enough
Board members financia resources to meet the mission of your organization.
may delegate Fisher Howein Fundraising and The Nonprofit Board
responsibility Member identifies five principles that every board member
for carrying out should fully understand and accept.

fund raising tasks,

but they can't Principle #1.

delegate their The board doneis ultimately responsible for atracting
accountability for funding resources to ensure the financid viability of the

the outcomes. organization and its programs.

Principle #2.
Asking for and giving money are naturd processes, and
need not be viewed as something to be avoided.

Principle #3.
Board members should help in preparing the "case", which isthe rationde for supporting
the organization (see the following section), and be able to explain the case persuasively
to prospective donors.

Principle #4.
Every board member can do something useful to support the fundraising effort,
employing hisor her own skillsand interests.

Principle #5.
Motivation of board membersisthe mog criticd and difficult task of dl.

These principles will hep your board members to understand their respongibilities.
Board members may find fund raising one of the most difficult tasks they are expected to
perform. The checklist provided on the following page can be used as aguiddine to help you

digtinguish board and gtaff roles. The specific divison of tasks depends entirely on the
resources available to your own organization and the skills available.
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BOARD AND STAFF ROLESIN FUND RAISING

Board Staff Task
X X Make apersona commitment to the goals and objectives of
the organization
X X Make apersonal commitment to the purposes of the fund
ralsng program
X X Give money commensurate with your ability
X X Give leadership and time to fund raising efforts
X Egtablish and maintain guiddines (limits, ethics), saying up-
to-date on trends
X Determine organization’ s direction and purpose (use of
funds)
X Allocate sufficient human resources, paid and unpaid
X Deveop fund raisng plan according to guiddines and
purpose as set out
X Stay up-to-date on new trends and techniques;, make
recommendations to appropriate volunteers and/or staff
X X Monitor progress and agree on changes as necessary
X X Be aware of and plan for globd financid implications
X Seek out and cultivate prospective donors
X Support volunteersin their efforts to develop donors
X X Use knowledge, understanding and persona network to
spread word about the organization
X Identify key rolesfor board volunteers
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Having the right attitude

Many volunteers and staff express concerns, fears, and discomforts about doing fund raising.
Having the right attitude can help to overcome many of these problems. James Gregory Lord in
his book, The Raising of Money, provides avery practicd atitude toward raisng money.
While the book is geared to board members, it is equdly vauable for staff members and other
volunteers.

Lord has captured the essence of fund raising in afew powerful statements.
The task is not to get a donation, but to develop a donor.
Seek investment, not charity.

Organizations have no needs, they have solutions.
From the viewpoint of the donor, the organization has no needs. A community, of
course, may have needsto satisfy. Society may have problemsto solve. People have
needs and problems. The organization has solutions. It has answers. It has

capabilities

Make your case larger than the institution.
What works best is to present avison of the future — one that people find attractive,
achievable and worth working for. Thiskind of case can't be developed from an
internd, indtitutiona perspective. It hasto be psychologicaly based in the donor
marketplace.

People give to people.
People don't give to an indtitution. They give to the person who asksthem. Often, a
contribution is made because of how one person fedls about another. The indtitution
may be dmogt incidental. People dso give for people — not for endowments or
swimming pools. The donor, too, isaso aperson. A foundation, corporation or
committee never makes adecison. Only people make decisons.

The Right Person Makes the Difference
Many aveteran will say: "select the right person to ask the right person, in the right
way, for the right amount, for the right reason, at the right time."

The One Who Asks Must First Give
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In business or in philanthropy, a person's actions are more convincing than his or her
advice. Thisisthe cardind rule of fund raising: A volunteer must make a personal
commitment before asking others. That isagiven.

These stlatements, and supporting comments, help to set the right tone for afund raising
campaign. Of course, thereis
more to Lord's book, al of it

worth the reed. Asreflected in “...you must approach funding as a
Lord's statement, ... challenge to provide the right

services, not as amoney problem.”

Always keep your task in
perspective. Your chdlengeto
raise $5,000 may be as significant as someone se's $500,000 god. By building gradudly,
proving your services have an impact, and keegping the community apprised of your work, you
are validating the essentia need that you are addressing and setting the ground for "the ask."
Good fund raising provides an opportunity to raise more than just funds. Itisasoan
opportunity to support other objectives and other management functions, such as:

gPublicize activities,

glmprove image;

gMake contact with new donors,

gDemondrate credihility;

gEducate others about the needs your organization serves,
glncrease commitment from current supporters;

gqDevelop good community relations;

gqDevelop leadership skills of staff, volunteers and members,
qRecruit new volunteers, and,

gRevitdize volunteers and staff by celebrating successes.

Think of funding as"friending" — as"friend-raising”! While funds are used to support your
organization financidly, "friends" are used to support your organization in every aspect of its

development. They are the people who share your values and recognize the long-term
commitment needed to serve your community on an on-going basis.

Setting up the fund raising structure

Fund raising must have its own sructure to support your organization's commitment to financia
gods An integrated effort that involves both staff and volunteers across a number of
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organizationd functions (like financia management, marketing, and public relations) in both the
planning and implementation processesis essentid. Organizations that choose to carry out fund
rasng initigtives as a Sde project or think it is the sole responsibility of staff will not be
successul.

A fund raising structure should include:

Clear roles and responsibilities of board members
If board members are expected to donate money to help the organization reach its
financid gods, they should be informed of this at the time of their recruitment.

Clear fund raising policies.
Organizations may find that some forms of fund raising are inconsstent with their vaues.
Established policies and guidelines are important. For example, bingos, casinos and
other gaming (or gambling) initiatives can be lucrative sources of funds for non-profit
organizations. Some would include lotteries in this group. However, organizations like
the Canadian Menta Hedlth Association, for example, might not want to encourage
gambling because thisisinconsstent with their misson. Therefore such organizations
may have policiesto not engage in these activities. Other examples of potentia conflict
include acohol or tobacco companies sponsoring children's events.

A system to monitor fund raising activities and donors.
The organization should evauate the success of fund raisng events and notice trendsin
fund raising donations. Y our financid and donor tracking systems (e.g., database) are
essentid to this process.

Clear roles and responsibilities of committees and staff.
A fund raising committee, preferably made up of board and staff members, is often the
primary vehicle for fund raising in an organization. The committee's respongbilities need
to be clearly outlined by the board. Volunteers may be recruited specificdly for their
interest and experience in fund raising. On the other hand, these positions can be the
modst difficult to fill. Certain staff members may dso have specific fund raisng
respongbilities.

(Adapted from Board Basics, United Way of Canada/Centraide Canada.)
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DEVELOPING A FUND RAISING PLAN

With the leadership, the right attitude and the structure in place, you are ready to start working
on your funding plan. When complete, a good plan will help your organization accomplish the
following:

Develop adiversfied funding base;

|dentify a contingency plan;

Be responsive to your organization's future;
Clarify board and gt&ff roles,

Egtablish the purpose for your funds; and,
Beethicd.

The fund raising planning process begins with your budget. This iswhere your financid godls,
the goals of your fund raising plan, are established. From here your attention shiftsto a strategic
review of who your potential donors are, what it is you have to offer, and how to put the two
together. For each eement of your strategy, you will need to develop acampaign plan. This
includesidentification of specific gods, internd resources, toals, timing, and materids. All of
these dements, when pulled together as an integrated effort to support your financid gods,
meake up your fund raising plan.

Start with your budget

Developing, or re-visting, your budget is one of the first
Organizations can't things your organizetion will do as part of your fund raising
afford to base planning. The budget shows, in dollars and cents, what
budgets on needs your group is doing, what it wants to do (gods and
anymore. Needs are objectives), and how it wants to get there (services). For
insatiable. this reason, it is assumed that you have aready undergone
an extensve review of your organizationa priorities,
including programs, saff requirements, and community
needs. The basic steps of creating a budget are coveredin
the following pages.

Instead, develop your
capacity to deliver
services.

Organizations used to identify areas of services and link these to organizationd goas. This
hel ped to distinguish between what funding you "need” and what you "want." Thisisnot as
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useful asit used to be snce fewer organizations have the luxury of having core funding. A more
practical method to develop a budget is to distinguish between
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CREATING A BUDGET

Adapted from Financial Management, produced by Fitness and Amateur Sports
Canada.

1. Establish abudget calendar.
Thisisatimetable for preparing your budget. It includes whét is to be done, who
should do it and when. It is often easier to Sart with when you want the budget
completed (or when you must have it completed, as set by your articles of
incorporation) and work backwards from there.

2. Collect all necessary information.
It isimportant to use anumber of different sources to prepare your budget. This
ensures your budget plan is as accurate as possible. Suggested sources include:

Y our group's short- and long-term planning documents
Past budgets (if applicable)

Bookkeeping records

Financid policies (eg., membership fees)

3. Request input from others.
The more input, the more accurate the process; the more people involved, the more
people committed to the budget process. Talk to:

Volunteers/staff (Ieadership group, Board, service)

Community contacts (United Way, professiond associations, service clubs)
Other Boys and Girls Clubs

The Regiond Boys and Girls Club organization

Funding sources

4. Review the materials collected and prepare a draft budget.
The draft budget shoud reflect the gods, objectives, and your plan to get there.
Thereisonly oneruleto follow: Beredigtic. The better job you do in Steps 2 and
3, the more redigtic your estimates will be.

dn
A
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Draft budgets are made to be changed. Go back to talk to the people who helped
you prepare it and ask for their input. Y ou will want to find out two things:

Have you missed anything?
How good are your estimates?

Keep in mind that many people don't like working with numbers and may have
difficulty understanding the information you have presented. If so, you may want to
congder presenting the numbers differently. Grouping expenses by activity and
presenting high and low estimates can help others to understand how you came up
with the numbers. It isaso agreat way to find out how well you know your own
meterid.

6. Presentthe final budget.
Thefina budget must be presented to your Board for approva. Present the
information as Imply and as dearly as possible. When approved, the budget
establishes the spending guiddines for the next year.

7. Useyour budget on an ongoing basis to assess the quality of
your decisions.
With tightening budgets and dhrinking funding, the emphass of financid management
has shifted to efficiency and effectiveness. "How well are we providing services?'.
Y our Board and funders still want to know how much money you have, how much
you owe, etc. However, increasingly, Boards are more interested in the quality of
decisons being made to support the sated godls.

One of the easiest waysto show thisis on your monthly financid statements. For
each expense (and revenue) show the budgeted amount aong side the actual
amount of money you have spent (or received) to date. Use another column to
show the variance between the two. You must then demongtrate to the Board that
the variances are substantiated by solid decisions.

There are severa methods to use when preparing a budget. Each method hesits own
advantages but, more importantly, each method requires different ways to judtify the
need to spend money. A brief overview of the three most common types of budgets
will show these differences. (See Financial Management listed in Materials for more
details about each method.)

Planning Program Budget System
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The decison on amounts to spend comes after you have established overdl gods
and objectives, aswdl as how you are going to achieve them. Thefind result
reflects the Club's priorities.

Zero-based Budget
The garting point for this method is zero. Thisis aso the point where new Clubs
must begin. Each expenditure must be judtified on an individud basis.

Line Item Budget
The previous year's budget becomes the core for the next year's budget. Changes
are made one line item at atime, often gpplying a percentage increase or decrease.
The outcome may not accurately represent your organization's priorities.

"hard" and "soft" sources of funds. "Hard" implies monies you can count on, the funding you are
certain, or reasonably certain, to receive. "Soft" would be monies you are planning for or
hoping to receive. For example, you may have submitted an gpplication and are waiting to hear
back. This hard-soft gpproach provides amore redigtic view of your funding capacity.

It isaso useful to add another labe to your funding sources. “freg” money. “Free’ money
includes funds that are not dedicated to particular programs or services. For example, a
corporation may provide funds to support a building campaign. This money cannot be used,
therefore, to help pay for program staff sdaries. On the other hand, a company that makes an
unquaified donation, one that is not directed at anything, is“freg’ to be used as your
organization chooses. Identifying hard, soft, and free money improves your understanding of
where your money is coming from and how you can useit. This, in turn, will make your
planning process more adaptable and responsive to changes.

The “hard-soft” approach can be applied to the expense side of the budget aswell. Hard and
soft expenses can be digned with overal organizationa priorities. An overview of budget
preparation is included in the preceding pages. Here are some good questions to ask yourself
to find out if you have done a good job with your budget.

Did we prepare well in advanceto allow time for evaluation, input and revison?

Werewerealistic about what resour ces we can expect to receive?

Werewerealistic about what could be done with the resour ces available?

Can it beflexible in case of emergencies? Opportunities?

Arewe ableto explain it clearly?
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Having identified your services during your organizationa planning, your budget provides a
redlity check: what services are you redigticaly able to ddiver? Through this process your
organizationa priorities are re-affirmed and assigned priority values. The result may be less than
your long-term vision but it should never be incongstent with your misson and organizetiond
vaues. With asolid budget as a platform, the next step isto develop a strategy to support your
organization's commitment to itsfinancid gods.

Understanding the marketing elements

The essence of afund raising strategy in a competitive environment is to know what you are
sdling and to whom. In Boys and Girls Clubs of Canadas Marketing Handbook the fallowing
essentia questions begin the marketing process:

I What isthe Boys and Girls Club? What does the Boys and Girls Club do best?

I Who isthe customer (or donor, supporter, audience)? What does that individua or
group need or want?

I How can "what we do best" be connected to what the customer or audiences want?

A casud response to these questions merely re-states the organization's mission and objectives.
Thiskind of thinking only focussesinternaly, and only tells people what you do. The marketing
process, when done well, will get an organization to move beyond this mindset, to pogtion itsalf
in a competitive environment.

Asdiscussed earlier, the attracting resour ces side of
As discussed earlier, marketing is your fund raisng srategy. Determining the
the funder is the four Ps of your strategy starts by asking yoursalf about
person to whom you how your organization is perceived by donors:

must sell the value of

your services. I Why would donors want to make a contribution?

I Wha'sinit for them?

I What do they recaive (tangible and intangible) in
return for giving money, in-kind services, time or
effort?

These questions emphasi ze the need to devel op donor- or customer-focussed relationships as
an integra part of your fund raising strategy. Each dement of your marketing plan must
emphasize apersond connection between the donor and your organization. Remember that
having agood ideais not good enough. Y ou haveto proveit.
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Writing the Fund Raising Plan

The process of developing your fund raising plan is outlined in fourteen steps.

Define the scope of the plan.

Conduct preliminary research with users and competitors.

Define scope of your business (including budgets).

Define the specific projects to be funded.

Research the interests of the donors. (Do you need more than one case?)

Conduct informd interviews,

Write the basic marketing strategy (the four Ps of dlocating and attracting resources).
Seek more input.

© © N o g~ 0w NP

Write an outline of your funding plan.

10. Test market the plan.

11. Seek gpproval.

12. Writethe plan.

13. Present the Funding Plan.

14. Write campaign plans for each fund raisng program.

Each of these stepsis broken down into further detail as shown below. Next, we look at whom
you' re sdlling to and what you are sdling. Then we will discuss campaign plans.
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#1

#2

#3

#4

A STEP BY STEP FUNDING PLAN

Define Scope of Plan

a) How largeisthisplan going to be? How much money needs to be raised?

b) What isthe appropriate amount of energy to invest relative to the value your plan
will have?

c) Be specificin determining what the cost will be to the organization in sdlaries and
benfits.

Conduct Preliminary Research

a) Conduct research among users (those who will benefit from the programs/services)
and competitors (other organizations that provide smilar services) to which these
people can turn.

b) From this knowledge you can create the tentative plans you hope to fund.

c) Test these plansamong your top fund raising prospectsin a survey as afeasbility

study.

Define Scope of Business

a) Wha busnessareyou in?

b) What business should you be in?

€) What programs/services do your users want? Donors? Trustees? Staff?
d) What serviceswill you concentrate on delivering?

e) When? How much will it cost?

Define Specific Projects to be Funded

a) What programs are appropriate to the misson and what provides the grestest
likelihood of a profound impact?

b) What will they cost? Will the cost of these programs be too greet a burden on
current operations?
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#5

#6

#7

#8

#9

Research Interest of Donors

a) Research donor interests to determine feasibility of campaigns/programs.,

b) Gain akeen understanding of donors desires.

c) Devote study to gaining prospects' reactions to your tentative case.

d) Quedtionsfor donors:
- What isyour image and reputation of the organization?
- Areyou willing to work in the campaign and contributing to it?

e) Know to whom your planisto be addressed. What are the concerns of your mgor
donors today (individuas, foundations, businesses)?

Conduct Informal Interviews
a) Speak to donors, prospective donors, trustees, volunteers, staff.

Write Basic Marketing Strategy
Define your marketing strategy:

a) What groups make up your target markets?

b) What benefits do they seek?

¢) How will you articulate the benefits of this fund rasng program reative to those of
other organizations?

Seek Further Input on Marketing Strategy

a) Present your marketing strategy to the people you involved asking:
- Doesit make sense?
- Isit focussed sharply enough?

Write Outline For Fund Raising Plan

a) On oneto three pages, present an outline of the mgor points of the plan. Thisis
based on the marketing strategy thet tells you “what” and “why”.
b) Keeptheplan clear, smpleand logica.

#10 Seek Further Input

DAVID J. CONNELL & Associates Page 19




FUND RAISING: Know What You're Selling!

a) Takethe outlineto donors or progpects to test market it. Gain their reaction to it
and get an idea of the plan’s strengths and weaknesses.
h)

#11

#12

#13

#14

Raoaarito tho nlan
U} T\CTVVITIC UIC Hlal.

Seek Approval

Seek gpprova for the marketing strategy and plan outline from board members and
senior gaff:

- Statements should be clear and directed (remove ideas thet inhibit the flow of logic).
- Fully undergand others suggestions.

- Secure gpprova of concept and direction.

- Committees should not try to work out the language and details.

Write the Plan

Your plan isthe basis for your CASE STATEMENT and many other communications
materids, induding:

- Proposds

- Brochures and pamphlets

- Direct mail campagns

- Mediareleases

- Public rdationstools

- Public service announcements

Present Funding Plan to Board

Write Campaign Plans for Each Program

The funding plan has identified feasible funding programs and donors’ interests. A
campaign plan matches the two in more detall.
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Know to whom you're selling

Your Circle of Donors

An easy way to put acustomer focus into practice is to think about your "circle of donors." The
figure below shows how a strategy begins by identifying those individuds closest to your
organization. For example, from an inner circle of family we can move out to the next circle.
Here we can find friends, both of staff and volunteers, aswdl asfriends of the organization. We

can next consider the companies (and people)

CIRCLE OF DONORS

COM\MUNITY-AT-LARGE (unaddressed mail)
ACQUIRED\MAILING LISTS (addressed mail)
IN-HC{USE MAILI\NG LISTS (e.g., newsletters, clients)
FO%MER S‘TAFF AND‘ BOARD MEMBERS; PAST DONORS
FAMILY AND FRIENDS; EXISTING DONORS

WwmE u | |

STAFF/BOARD MEMBERS

Identify your donors beginning with those individuals closest to
your organization and moving outward.

The community on the outside represents the community-at-large
... The people you don’t know, yet!
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from whom you buy products and services. your suppliers. Depending on the servicesyou
provide you may want to consder your membership or "dumni* within these circles. Asyou
move to the outermost circles you can
indude members within the community &
large, individuas and corporations, Most people don't give
considered to be sympathetic to your because they have never
cause and findly, at the outermogt, the been asked.

community a large ... "the people you
don't know, yet." Remember:

The circle of donorsis agarting point for ng potentid funders. Each circle may represent
agroup with specific attitudes towards your organization. Develop your own circle of donors
as an early sep in your fund raisng planning but don't stop here!’ Thisis only the Sarting point.
Unfortunately, many organizations
jump from here into short-term
campaigns to meet their immediate The task is not to get a donation, but
financial needs. Remember this to develop adonor.

too:

The Donor Cycle

An important word to describe the process of developing adonor is cultivation: you are
cultivating donors so that they may increase the level and frequency of their donation over time.
The key to cultivating donors is to practise the donor cycle.

Identify - know who your donors are

Inform - tdl your donors about your organization

Interest - pesk their interest; target their affinity based on what you know about them

Involve - find away to involve your donor in your project or program: ask for
information, get them directly involved

Invest - acontribution from the donor, financia or in-kind, will come as aresult of
having a sense of responghbility for the cause

Integrate - Whatever theleve of involvement, the donor must fed apart of the
project/program, that they can make a difference and will have an impact on
its success or failure.
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The cycdle continues by identifying new donors and by identifying new opportunities for previous
donorsto renew their donation. Remember: It iseasier to retain a donor than it isto
attract a new one. The effort required to attract a"renewd" gift isfar lessthan atracting a
brand new donor, including the time of staff, volunteers, cregting a new apped, developing new
techniques, and making cold cals to people who may not know your organization.

DONOR CYCLE

INTEREST < - IDENTIFY

INFORM INTEGRATE

Ve

INVOLVE _ INVEST

The Donor Pyramid

The evolution of a donor's relationship with your organization can be viewed as a pyramid.
(The Donor Pyramid is presented below.) Asyou move from the bottom of the pyramid to the
top, the rdationship evolves. The bottom starts with the public at large. 'Y ou move up the
pyramid when you identify prospective donors and when you attract the firgt gift. At the top of
the pyramid, you can see where individual donors moved beyond their renewal to mgor annua
giftsto mgor lifetime gifts and wills (oh to be so lucky!). While you may be thinking that your
organization can never attract these kinds of gifts, there are enough success stories out there to
uggest otherwise.
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DONOR PYRAMID

LIFETIME GIFTS

MULTIPLE YEAR
PLEDGES

MAJOR ANNUAL GIFTS \

GIFT CLUBS

MONTHLY DONORS

RENEWAL

FIRST GIFT

PROSPECTIVE DONORS

/ THE PUBLIC \

Know what you're selling: the Case Statement

The"case' satement is the most important document you will produce as part of your fund
rasng srategy. The case Satement is an executive summary of your funding plan. Itisa
concise, confident, and critical presentation of your organization. Ultimately, this document
aone defines why your organization exigts and is used to sdl the vaue of your organization to
potentia funders. Every question you asked to develop the budget, every question you asked
to determine the needs of your members, every question you asked to set priorities, dl of these
are captured and judtified in the case Satement.
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Inits badc form, the case statement will answer the following questions.

I What isyour organization?
I What needs do your serve?
I How do you serve those needs?

A case statement may be adapted to support specific programs and can be tailored to individua
funders. For this, the following two questions must aso be answered in the case statement:

I How can the funder help you to serve those needs?
I How will the funder's contribution be recognized?

Here are some more questions to help you think about what the case statement is supposed to
be:

I Why do people want to give to your cause?

I Why should the community support you?

I What setsyou apart from other organizations?
I What isthe money raised used for? o

Think lik
I What good will come from someone's donation? ink like a donor
I Why isagift to you the best use of my resources?
|

What'sin it for me, the donor?

think like a donor.

Ten characterigtics of awinning case are presented on the following page.

Throughout this section the same themes were emphasized that have been discussed throughout
thisguide: the application of marketing techniques, the focus on persond reationships, and,
mogt importantly, knowing what you're selling. These same factorswill carry over to the
process of sdling your services: atracting the interest of funders.

Components of a campaign plan

As outlined below, there are many ways to raise funds and plenty of placesto start looking for
donations.

Organized money

Events/products/gaming

Mass marketing

I
!
!
I Face-to-face
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I Entrepreneur

YOUR CASE FOR SUPPORT

Ten Characteristics of a Winning Case

The CASE is an investment prospectus.

The CASE islarger than the organization;
it has a broad and universal apped.

The CASE makes statements that are supportable and defensible.
The CASE shows that the project has been endorsed.
The CASE is most successful when it’ s rational and emotional .
The CASE isoptimistic.
The CASE is brief.
The CASE is easy to remember.

The CASE will answer specific questions:
who, what, when, where, why and how?

The CASE recognizes that a“sense of urgency” is required to move people
— especidly people of power — to act.
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DIVERSIFIED FUNDING

Types of Money and Strategies

Organized Money
Foundations

Government

Business

Service clubs

United Way

Employee funds

Unions

Professond groups

Events/Products/Gaming
Luncheons

Athletic events

Auctions

T-shirts, mugs, pins, materids, videos
Bingo

Raffles

Casinos

Dinners/dances

Workshops

Mass Marketing
Direct mall

Tdemarketing

Advertisng

Public service announcements
Telethons

Door-to-door

Face-to-face

Specid smdl groups
Panned giving
Persona sdutations

Entrepreneur
For profit business
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For effective fund raising,
access and secure at least
three types of money
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A campaign plan must be developed for each method you chooseto use. Each campaign plan
must be gpproached individudly. Bringing together al your campaign plans defines your overdl
fund raigng plan. A fund raising campaign has specific components, eech andyzed by asking
some smple questions.

Goal
I What isthe money going to buy? (Thisisatrandation of your financia god as
determined by your budgeting process.)

Leader ship/organization
I Who arethe players? Theleader? Staff? Volunteers?
I What are the training needs of the players?
I How are they organized (i.e., relationships, job descriptions, committees)?

Internal resources
I What do you have to help you with acampaign: Accessihility of volunteers? Staff?
Time? Cash to cover up front costs?
I How does your campaign relate to other management functions? (Thisis discussed
below.)

Toolg/techniques
I How are you going to raise the money?
Materials
I What materids do you need to conduct the campaign (e.g., print, video)?
Timing
I When are you going to conduct the campaign?
I How areits dements going to be rolled out?
I Can the campaign be linked with other on-going promotiona opportunities?
I Arethere redtrictions from other funders (e.g., United Way) to consider?
Recognition
I How are you going to thank donors and volunteers?
Evaluation

I How are you going to monitor your progress (e.g., number of contacts versus
donors, total donations, average and individud dollar values, public exposure)?

Tools and techniques
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Specific tools and techniques exist to attract funds from each type of source listed above. Each
of these opportunities has their own advantages and disadvantages. These are listed in the
following pages. Most importantly, the availability and accessto the
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fallowing factorswill determine the most efficient and effective tools and techniques your
organization should use.

Time - how much time is avallable to commit to a campaign?

Money - how much money is available to support the campaign (some campaigns
require Sgnificant up-front costs)?

People - who among your staff and volunteers are committed and ready to support the
campaign? What skills do they have? What training do they need?

Materials - what materias are necessary to support the campaign (e.g., letters, envelopes,
flyers, posters, tickets, etc.)?

Findly, your choice, as noted previoudy, must have an ethica fit with your misson. Other
intangible factors, like culturd fit, will emerge from your identification of your potentia donors.
Once you "get ahandl€' on what's out there, you can then dign your resources and expertise to
the areas that you want to approach.

Understand, however, that not al funders are the same. Some will only provide funding for
gpecific reasons, such as.

Operation funding isthe money that you need to pay for rent, office supplies, sdaries,
telephones, etc. -- the day-to-day expenses.

Project funding, such as summer and training programs, have definite start and end dates.
The outcome is dso more eadly identified.

Capital funding is often associated with building or renovating facilities, but it can dso be
for other mgjor expenditures.

Minor Capital funding, such as computer equipment or program equipment, hasfinite
codsthet fit with one-time donations. The outcome is aso easly identified.
Endowment funding is an invesment fund from which annud funds can be drawn from the

interest earned.

Most funders prefer to support project and capita funding because it is easier for them to see
what they are getting. Operation funding is often more difficult to obtain. Start small to build
credibility and to develop a positive working relationship with funders and potentia funders.
Operation monies might be obtained through United Way funding or municipa grants.

However, as arule, the receipt from the latter two might be a maximum of 50% of the required
amount -- and probably less given recent cut backs. Typicdly, government and foundation
funding is limited to short-term projects or programs with specific outcomes and end dates. The
Board must be prepared to raise agood portion of the remaining monies through a variety of
Sources.
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Asarule ook to anumber of funding sources to support services. The rationdefor thisisas
follows

Provides a more stable base for your organization
Creates its own potential for change and growth
Embraces broad community support

Improves the credibility of your organization
Lessens the impact of externd forces
Demondtrates accountability to other funders
Provides a degree of independence

Better equips your organization for an emergency
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MAKING THE ASK

People give to people

Thereis congderable truth in the saying, "Maost people don't give because they have never been
asked." Takethisasadarting point. So, how do we make the ask?

Theredity of the funding market is that who you know is becoming increasingly important.
Whether it's the person who owns the corner store, the manager at your bank, the director of a
foundation, or your board member's neighbour's Sster who is an executive with alarge
corporation. With al the options facing you about how to attract financia resources, you can't
lose sight of the importance of relaionships. Whether you are seeking corporate, foundation, or
individua support, dways keep the
relaionship up front because ...

... people give to people.

The importance of who you know is
heightened by the recent trend in donations.
At dl levds, individuas and organizations are reducing the number of gifts made and incressing
the size of the gifts. This means that fewer non-profit organizations are getting more money.

In business or in philanthropy, a person's actions are more convincing than his or her advice,
Thisisthe cardind rule of fund raising: avolunteer must make apersonal commitment before
asking others. That isagiven. In hisbook, Lord states, " Select the right person to ask the right
person, in the right way, for the right amount, for the right reason, at theright time: the right
person makes the difference!l" 'Y our research about the potential donor will help you decide
these "right" questions.

So far, the personal aspect of asking has been emphasized. Unfortunately, the more persond
the ask, the more uncomfortable you may be to make the ask. If we could dl smply develop
our case stlatements, write up proposass, send them in the mail and wait for positive responses,
the world of giving and receiving might be easier — but less satisfying, both for the donor and
recipient.

Asoutlined in the Boys and Girls Clubs of Canada Marketing Handbook, there are four
common fears in making the ask:

DAVID J. CONNELL & Associates Page 36



FUND RAISING: Know What You're Selling!

Fear of rgection.

Fear of embarrassment.

Fear of falure.

Fear of mandatory reciprocity (having to return the favour)

Here are some counter-arguments they offer for typica reasons for not wanting to make the
ask.

Typical Excuses Counter-arguments

"I hate to ask for money." People like and expect to be asked.

"I'm afraid to ask." People give because they're asked.

If I ask | may hear, "No!" Ask and you may aso hear, "Yed" Don't ask and
you won't hear anything.

"It'stoo stressful.” Not asking hurts your members and the community
you are serving.

A special word on making the corporate ask

Thereis no magic potion that helps you to secure corporate gifts (sorry!). You will find thet the
most interesting aspect of the successful, large corporate giftsis tracing the persona
relationships that exist between the donor and recipient. Thisisthe stuff you don't reed in the
newspaper headlines. Y ou won't hear about the inside track and you won't hear about the
years of cultivation and research that helped to secure that gift.

Nevertheless, every corporate gift starts from the same place.

|dentify your prospects.
Do research.

Make the ask.

Ded with objections.
Closethe dedl.

Thank the donor.

oS gbkwpnE

Sounds easy. The following pages provide additiond details. Keep in mind that it takes hard
work to secure corporate gifts and often years of work. It may take ayear of taking with a
corporation before you are able to ask for asmal gift. It usudly takes at least three more years
before you arein a pogtion to ask for alarger gift.
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SECURING CORPORATE GIFTS

Basic Steps
(Michael Meadows, Boys and Girls Clubs of Canada)

1. Make your own gift first.

2. Develop a priority prospect list based on:
Why people give
Previous support
Fit with objectives
Provincia focus
Ability to provide recognition
Donor’ s ability to influence others

3. Determine approach method:
L etter, follow-up cal

Call to arrange persona meeting

4. Follow through
L etter, follow-up call
Cdll to arrange personal meeting
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CORPORATE and FOUNDATION VISITS

Before You Go
(Michad Meadows, Boys and Girls Clubs of Canada)

Research! Research! Research!

1. Research the prospect’s donations history (if any) at all
levels of the organization, no matter how large or small, in-
kind or financial.

2. Determine who is the right contact person.

3. Assess the prospect’s support of similar organizations.

4. Do your best to estimate the potential funding range.

If you are too low, you may not only miss an opportunity but you
may aso insult the donor.

If you are too high, you may embarrass the donor and lose the
donation.
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CORPORATE and FOUNDATION VISITS

When You Go
(Michad Meadows, Boys and Girls Clubs of Canada)

Never surprise a prospect; make sure they know why you
are there.

Be respectful of their time.

Make the visit in pairs, seldom more; don’t overwhelm a
prospect.

Go in with agoal in mind and a list of the strongest points
on your case that you will get out — no matter what!

Listen more than you talk. Understanding the prospect’s
interests and needs will provide many opportunities to
invite their support.

Leave the meeting with a commitment to do something, and
follow-up promptly.

Never leave with an absolute no. Recognize that timing can
have a huge effect on corporate decisions (fiscal year end,
previous commitments).
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DEALING WITH OBJECTIONS

During the Meeting
(Michael Meadows, Boys and Girls Clubs of Canada)

Dealing professionally with objectionsisatimeto make a strong
impression upon the prospect. Persuade a prospect with factsin your
attempt to overcome the roadblock to giving. Here are a few waysto
deal with an objection:

1. Acknowledge
This shows that you are listening and concerned.

2. Do not debate!
Respond with facts calmly, continuing to make your case.

3. Correct bad information
Thisis one of the best things that can happen; it's a great opportunity to
make a positive impression.

4. Get back on track
After satisfying the objections focus on the prospect’ s gift.

5. Maintain acommon ground
The opportunity to find common ground, e.g., “| amin tota agreement
with you that we ...”, comes from listening to the prospect and
understanding what they like.

6. Avoid sounding defensive
Remember: having agood ideaisn’'t enough, you have to proveit.

7. Focus on the three ‘F's
| fedl — the same asyou
| found — mysdf asking
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| fdt — itwastimeto act and | did
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CLOSING THE DEAL

During the Meeting
(Michad Meadows, Boys and Girls Clubs of Canada)

No/Yes

“Can you think of any reason why you shouldn’t honour our request
for amgjor gift?’

Investment

“We have invested considerable time and energy in this campaign. It
must be completed by next month so that we can begin our program
as scheduled. I’m sure you can appreciate our urgency. Can we
count on you for a gift today?’

Ego

“You are one of the most influentia leaders in our community. People
follow your example. Your gift today will attract many of your friends
and colleagues. Can we count on your |eadership?’

Double Up

“Your gift of $10,000 is extremey generous and very much
appreciated. However, how about doubling it? (Pause for effect and
assessment.)

The best timeto recruit a donor as a canvasser isright after they have
made their own gift.
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Writing proposals

Something you can't avoid iswriting funding proposals. Thisisan artinitsdf. To newcomers,
the whole process may seem overwheming. Each application will have its own regquirements
and redtrictions. Use your case statement as the foundation for al of your proposals and adapt
it to the specific requirements of your request. If you haven't done a gresat job of developing
your case, you will never be able to convince funders of your vaue through aproposd. The
funding plan provides additiona detail as needed.

Below are some basic principles of proposa writing as prepared by the devel opment office of
the University of Toronto. A sample outline of a tandard funding proposal follows.

Mogt often, there is enough information provided by the funder. Thismay be in the form of
funding objectives, areas of importance, desired outcomes, etc. Use thisinformation to
structure your proposd. The outline below can be tailored to fit the funder’ s requirements. The
objective isto give the funder dl of the information necessary in aformat that makes sense to
them and that deals directly with their own gods.
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PROPOSAL WRITING:

Basic Principles
(Development Office, University of Toronto)

1. Proposals should be clean and well organized.

I Break up your text with section headings for quick reading.

I Usebullet points for variety and emphasis.

I Use serif typefaces (e.g., Bookman, Times New Roman, not Arid or Courier).
I Left judtify your copy; it's easer to read.

I Don't fed compelled to spend alot of money on packaging.

I Use extra gpacing between lines of text for grester readability.

I Watch for typos.

2. Write in everyday English.
I Stompout clinica jargon -- it can dways be trandated or explained.
I Strive for a conversationa tone.
I Find atest reader who has distance from the subject; the average intelligent reader
must understand the proposal.
I Usedirect confident language, i.e., "will" not "would."
I Get atough editor.

3. Bebrief. Proposals are sales pitches, not research papers.

4. Be positive.
I Avoid negdtive language.
I Don't gpologize or cal attention to past blunders.
I Don't beg or whine; you are offering the donor something of vaue.
I Remember, donors want to fund winners and fed good about making their gifts.

5. Support your assumptions.
I Document your argument with facts and, if possible, Satistics.
I Explanwho your organization is and whét it does.

6. Remember your donor's needs and interests.
I Decide how much information is necessary after consdering the donor needs,
interests and persondity.
I Evduaethe stuation: Isit early in the cultivation process? |sthe document public
or private? Have there been extensive discussons aready?
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PROPOSAL WRITING FORMAT

Cover Letter
To the right person and from the right person
Summarizes proposal
Ded s with house keeping business such as next contact, timing of gift

Proposal
l. Summary
Clearly and concisely summarizes request
Includes amount
Makes link to donor

. Introduction
Who are you?
What are your qualifications?

. Satement of Need
Document the needs to be met or problems to be solved by the proposed
funding, i.e., how will you be helping society? Members?

IV.  Objective and goals
Egtablishes the benefits of the funding
Focus on concrete outcomes.  be specific, measurable and attainable

V. Methods
Explains what you will do to achieve your gods

VI. Evaluation
Presents a plan for determining how well the objectives will be met

VII.  Future Funding
Shows that the project will be vigble
Who dsewill be pitching in?

VIIl.  Budget
Clearly lays out totd project cogts, including those to be met by funder

Recognition
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Weave throughout the proposd o, if the recognition is elaborate, include a
Separate section.

PRACTISING STEWARDSHIP

Recognizing your donors

Thelagt item listed in the above outline of afunding proposd is "recognition.” Stewardship is
about thanking your donor; it's about recognizing them as avauable part of your organization;
and, it's about treeting them like afriend. According to Lord, "good stewardship is about
protecting and managing the donor's investment ... so that it produces the best possible return.”

Asarule, thank your donor saven times. This could be done in person, by different people, at
different times. This could be done through a thank you letter, your annua report, during your
annua genera meeting. Many of the methods we use to manage and take care of our
volunteers must be gpplied to donors equaly well. We wouldn't want to ignore our volunteers
for the threat of upsetting or losing them, so why would we want to ignore our donors.

There are many way's to recognize donors:
I Naming opportunities (programs, rooms, events)
I Annud reports
I Annua generd megtings
I Volunteer gppreciation events
I Mediareleases

I Promotiond events

I Promotiond materias

I Program maerids

I Letterhead

I Thank you letters, aphone call, or vist from the Board President

The opportunities for recognizing your donors are only limited by your imagination. If you
accept recognition as an important part of practisng good stewardship then you will find the
most appropriate meansto carry this out.

Protecting your donor's investment is also about accountability. Keep your donor informed

about your progress with financia statements and program updates. Remember, you are
managing ther investment!
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Tracking your donors

Finaly, practisng good stewardship aso means keeping your interna recording and tracking
systems up to date. Managing your donor database does not have to consst of a significant
investment in computer software. However, if your database is large enough, the investment will
quickly redlize its potentid.

Database management means knowing who your donors are. In addition to this, you will want
to track where they live, how much they gave, when, and why, their relaionship to the
organization, and any personal connection they may have (i.e., who knowswho). A donor
tracking form can be adapted to meet the capabilities of your own system, methods, and
donors.

Keeping records up to date, particularly individua donors who may have moved since you last
contacted them, is dways a chore. Dedicating specific efforts to keep your files current is
required. Evenif you spend thousands of dollars on a donor management package, the
database is only as good as the information it contains.

One means of keeping addresses and contacts up to date isto send regular mailings. This does
not mean asking them for more money every few months. An excdlent way to keep in touch is
to send out quarterly or semi-annua newdetters. These newdetters can be very effective
promotiona opportunities to talk about your most successful programs, upcoming events, and
an effective way to thank previous donors. On top of these benefits, you have a better chance
of tracking donors who have recently moved.

A word about donor management software. There are some excellent donor software
packages out there — and there is alot written about them. To start, they can be expensive for
amdl organizations. While these packages can easlly meet asmall organization's tracking
requirements, they can just as easily exceed your requirements and you end up paying for more
than you need.

At aminimum, a paper tracking system should be used. Such amanua system hasits obvious
limitations but the vaue of the information isjust the same. As a step between paper and a
software package, there are easy to use database programs that come as part of other software
packages. These, too, have their limitations but can be used for basic tracking functions and
offer dgnificant advantages over paper tralls.

DAVID J. CONNELL & Associates Page 49



FUND RAISING: Know What You're Selling!

TRENDS IN THE FUND RAISING ENVIRONMENT

There are two emerging trendsin the fund raising environment that will be addressed in this
section: outcomes-based funding and privetization. Each of these is dowly working their way
into board and staff meetings. The potential impact of these two trends is enormous.

Outcomes-based funding

Overview

The Socid Planning Council of Pedl has produced an excdllent review of outcomes-based
funding as part of their regular newdetter (Infoshare (December, 1996)). This overview of
outcomes-based funding is drawn from this newdetter.

The definition of "outcomes,” according to The Socid Planning Council of Ped, is

I resultsof any action;
I impact of services on clients during and/or after clients use of services, and,
I changesin dients as aresult of their participation in aparticular program.

And outcomes must be measurable in formd terms, ether short- or long-term. As explained by
Ped's Socid Planning Council, outcomes can be " categorized in terms of areas or types of
change. The following types (or areas) of outcomes are arranged in the sequence or order that
they are mogt likely to occur:

I Knowledgegan

I Attitude change

I Vdues change

I Skillschange

I Behaviour change

I Socid datus change

I Socid conditions change

I Community hedth change'

The Planning Council places the identification of outcomes within a three-stage planning
process. This process and key questions are provided below.
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A. IDENTIFICATION OF OUTCOMES
I Who will change?
I What about them will change? And inwhat direction?
I How much of that change will be achieved? (i.e., how much change among how

many people)

B. IDENTIFICATION OF APPROPRIATE INTERVENTION
(PROGRAM/SERVICEYS)
I What will hagppen to bring about that change?

C. IDENTIFICATION OF EVALUATION METHODS AND TOOLS FOR
MEASURING OUTCOMES
I How will you know that the change is occurring/has occurred?
1 How will you know if your intervention/action was the cause of the change?

Implications

As per the above definition, outcomes-based funding is focused on the consumer, not the
organization. It isafunder's evaluaion of an organization's services based on the positive affect
of these services on the client, or consumer. Thisis consstent with the message of this entire
document: agood ideaisn't enough; you have to prove what you do is good work and has
value.

The effect of outcomes-based funding, by focusng on the consumer and not the organization, is
to even the playing field for nonprofit and for-profit organizations. This has lead to concerns
about privatization of the human service sysem. Outcomes-based funding done won't lead to
privatization of the human services sector. There are many other issues to be resolved. For
example, the following was stated in the introduction of this documert:

Thereis an important philosophic difference between the for-profit and non-profit
sectors. for-profit organizations exist to serve private interests and non-profit
organizations exist to serve public interests

Outcomes- based funding in isolation does not take this difference into account. Neverthdess, it
islikely that outcomes-based funding does create a new forum for competing organizations --
both non-profit and for-profit organizations. The trend toward outcomes-based funding,
therefore, serves to emphasize the need for non-profit organi zations to adopt marketing
principlesto be successful. 'Y ou must know what you're saling, to whom you're sdlling, and be
able to prove that you are a vauable organization, both to funders and consumers.
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Privatization

As mentioned above, the issue of privatization is often related to outcomes-based funding.
Some see outcomes- based funding as a ddiberate means to dlow for-profit firmsto competein
what has traditionally been a non-profit human service system. Whether competition from for-
profit organizations is supported by outcomes-based funding or for any other reasons, it ssems
inevitable that they are coming.

Overview

To begin areview of privatization, a distinction must be made between "commercidization,”
"privadization," and "marketization." As defined by the Socid Planning Council of Metropolitan Toronto:

Privatization "is abroad term that describes government's shifting of respongibility for the ddivery
of servicesto private aternatives” Both commercidization and privetization fal within this
definition.

Commercialization "promotes service delivery by commercia concerns.”

Mar ketization "introduces a market type rdationship in contracting with nonprofit agencies, and
drives nonprofits to engage increasingly in commercia activities such as charging fees for services,
and sdlling products to generate revenues.”

These definitions help to give the case for outcomes-based funding a better context. Instead of afor-
profit versus non-profit scenario, the concept of marketization shows how non-profits can exist and
compete dongdde for-profit firms, as well as competing againgt other nonprofit firmsin what can
samply be described as a competitive environment.

Implications

At the heart of privatization is aphilosophica question about the purpose and vaue of the non-profit
sector: Why doesit exist? Keep in mind that funders are asking themsdlves this question aswel. This
has three implications for the fund raising environment. First, we must be more assertive when sdling
our value to potentia funders, we have to prove our value beyond question. Second, we must adapt
our sHling approach to reflect market principles of efficiency and effectiveness. Third, we must find
more cregative waysto raise funds. Again, agood ideaisn't good enough.
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The fird issue has been dedt with throughout this document; it is the purpose of this document.
On the second point, to be remain a viable sector in the economy, non-profit organizations must
be willing and able to adapt to a market-based ddivery system. This means working within a
system based on supply and demand where the equilibrium, the point of efficiency and
effectiveness, is determined by competition. Here, efficiency is making the best use of available
resources and effectiveness is ddivering the right services to the right people. Outcomes-

basad funding is just one emerging means of sorting out what is "best” and whet is "right.”

Marketization, as defined above, means non-profit organizations must be willing and well-
positioned to compete in a competitive environment. Two examples will illugtrate this point.
First, more organizations are turning to "entrepreneurid™ activities such as user fees and product
sdes. More aggressive non-profit organizations are sarting for-profit activities, such asretall
outlets or operating franchises, to financidly support the non-profit activities. Another example
of increasing marketization is purchase of service contracts. In these Situations nont profit
organizations submit bids to provide services for another agency. Often, these bids compete
head-to-head with for-profit organizations.

In summary, a better understanding of what it means to participate in a"competitive’ market is
essentid for the non-profit sector's survival.
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