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What really motivates donors
New research suggests some surprising answers

hat do charitable donors want? The classic
answer is: Go ask each one individually.
However, recent research provides some
insight into donor motivation that can help your
nonprofit grow its financial support.
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Taxing matters
The biennial U.S. Trust® Study of High Net Worth
Philanthropy, conducted in partnership with
the Indiana University Lilly Family School of
Philanthropy, regularly finds that the majority
of wealthy donors are primarily motivated by
philanthropy. The tax benefits of giving were cited
by only 34% of respondents in the latest survey,
with most respondents claiming they would give
the same amount even if they didn’t receive an
income tax deduction for the gift.

was threatened politically, as in 2009, donor
responses told a different story. That year, 67% of
survey participants asserted they would give less to
charity if there were no deduction. That’s up from
47% in 2005, when there was little discussion in
Congress of eliminating it. Other studies support
this seeming inconsistency, finding that the higher
income tax rates rise (and thus the more valuable
charitable deductions become), the more donors
are willing to give.
On its own, your organization has little control
over tax rates or deductions. But by teaming
up with other nonprofits, you can exercise
considerable influence over tax policy. For
example, groups such as the Charitable Giving
Coalition were widely credited with helping
to defeat the latest Congressional challenges
to the charitable deduction. Some nonprofits
also partner up to influence state legislation on
such issues as charitable giving incentive caps.
One caveat: To preserve your nonprofit’s
tax-exempt status, political lobbying generally
must be kept to a minimum. Consult your tax
advisor if you’re unsure about whether your
participation might be considered “excessive”
by the IRS.

Matching opportunity
Of course, your nonprofit’s influence over tax
issues ultimately is limited. But other research
suggests an opportunity for nonprofits to directly
motivate donors to give — and to give larger
amounts.
However, as the Wall Street Journal pointed out
last year, in periods when the charitable deduction
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Several surveys have found that donors are just
as motivated by matching gifts as they are by

tax benefits. For example, a joint Australian and
American study gave supporters a choice between
a tax rebate and a matching donation to the
charity. Donors were evenly split between the
two — but those opting for the match gave more
generously than those who took the rebate.
In another study, two Yale University researchers
partnered with a charity to send fundraising letters
to potential donors. Some were offered various
levels of matching donations by a wealthy supporter
while others were simply asked to donate without
the match. The subsidy offer yielded 20% more
donations, and yet the actual amount of the subsidy
didn’t seem to matter.
Matching gift offers have been a staple of
public radio and television station fund drives
for years. If your nonprofit hasn’t already tried
this approach, it’s worth testing. You’ll need to
identify donors who are willing to use their large
gift to incentivize others — reliable supporters
such as board members or trustees who thoroughly
understand your nonprofit’s mission and needs.
Consider using their gifts during short-lived

fundraisers, where a “ticking clock” lends the
matching gift offer greater urgency. If you
adopt this strategy, be sure to vet your plans
and matching gift sponsors with your legal and
financial advisors.
Matching gifts aren’t the only way to enable
donors to stretch their giving dollars. Such
strategies as gifting appreciated stock or real
estate may appeal to major donors who want
to make charitable giving a piece of their larger
financial plans. As long as the donors meet
applicable rules, they can avoid the capital gains
tax liability they’d incur if they sold the assets.

Making assumptions
Donors can be motivated by many social and
emotional, as well as financial, factors. So it’s
important not to assume you know how your
target audience will respond to certain types
of fundraising appeals. Perform some basic
research by assembling focus groups representative
of your donor base and by asking major donors
(and their advisors) about their philanthropic
priorities. l

MILLENNIALS ARE COMING UP FROM BEHIND

Older donors give the largest amounts to charity and accordingly deserve your nonprofit’s
attention. But it’s important not to neglect up-and-coming supporters. Younger donors often
have different philanthropic priorities and respond to different types of messages than their
elders. For example, according to the Case Foundation’s
Millennial Impact Reports, Millennials prefer to “do
good” and engage in “cause work,” including social
entrepreneurship.
Although the 2016 report won’t become available until
the end of the year, the Case Foundation is taking
advantage of the presidential election season to focus on
Millennials’ participation in causes associated with certain
candidates and positions. Researchers predict increased
online activism and increased traditional activism activities
such as donating money and signing petitions.
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How to execute a capital campaign
hen your nonprofit desperately needs
a new facility, costly equipment or an
endowment, a capital campaign can be
the best way to raise funds. But to be successful,
a campaign requires strong leadership, extensive
planning and dedicated participants.
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Leading the troops
Capital campaigns generally are long-term
projects — often lasting three or more years —
and they can be grueling. To carry yours out,
you need a champion with vision and stamina.
Consider current and past board members or
look to leaders in the greater community with
qualifications such as:
l

A fundraising track record,

l

Knowledge of your community and local issues,

l

The ability to motivate others, and

l

 ime to attend planning sessions and
T
fundraising activities.

Instead of focusing on what
donations will do for your
nonprofit, show potential donors
the impact on their community.
Most capital campaigns require a small army
to raise funds through direct mail, email solicitations, direct solicitations, special events and
other methods. In addition to staff and board
members, reach out to current volunteers, likeminded community groups and, if applicable,
clients who’ve benefited from your services.
You might also decide to hire new staff, such
as a professional fundraiser and administrative
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personnel. Seek a mix of talents and personal
qualities among your volunteers, staff and new hires.

Approaching donors
To ensure staff and volunteers are focusing on the
most promising donors, identify a large group — say
1,000 individuals — to solicit for donations. Draw
your list from past donors, area business owners,
board members, volunteers and any other likely
prospects. Then narrow that list to the 100 largest
potential donors and talk to them first. Secure large
gifts before pursuing anything under $1,000.
Most people don’t like asking other people for
money. So be sure to train team members on how
to solicit funds and provide them with sample
scripts. To help volunteers make effective phone
solicitations, record a few calls and play them
back for the group to critique.

Focus on execution
To raise as much money as possible, you need to
plan and prepare. This starts with ensuring that
key constituents share your fundraising vision and
strategies for reaching the campaign’s goals. Break
down your overall goal into smaller objectives and
celebrate when you reach each one. You’ll want to
regularly report gifts, track your progress toward
reaching your ultimate goal, and measure the
effectiveness of your activities.

Also pay attention to how you craft your message.
Potential donors must see your organization
as capable and strong, but also as the same
group they’ve championed for years. Instead
of focusing on what donations will do for your
nonprofit, show potential donors the impact
on their community.
Traditional fundraising wisdom holds that
you shouldn’t go public with your campaign
until you’ve secured significant “lead gifts”
from major donors. The percentage varies, with
organizations commonly waiting until 50%

of their fundraising goal is reached before
announcing the campaign. As the campaign
progresses, publicly recognize your donors in your
newsletter and thank them at public events.

Many measures of success
You’ll know you’ve reached your goal when you’ve
raised a certain dollar amount. But don’t forget
about other measures of success such as return on
investment, percentage of past donors contributing
or amount raised from particular activities. Your
financial advisor can help you identify the most
valuable metrics. l

Don’t fear the “B” word
Approaching your operating budget from a fresh angle
or many nonprofits, the arrival of fall
means one thing: budget time. If you’ve
struggled in the past to put together
an annual operating budget — or struggled
throughout the year to stay on budget — this
can be a frustrating time. But it doesn’t have
to be. By changing your approach, you can make
the budgeting process easier and more efficient.
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Try a new mindset
It’s a new budget, so why not a new mindset? Instead
of thinking of your budget as a test you’ll either pass
or fail by the end of the year, regard it as a planning
tool that will help your organization meet both shortand long-term goals. Although you’ll want to refer
to the previous budget’s numbers, don’t rely on them
exclusively for the new budget. Your nonprofit’s
changing priorities and environment, as well as new
laws and regulations such as recently revised overtime
rules, should take center stage.
For example, you may believe that a new program
that addresses your strategic goals has great

potential — but it needs adequate financial
resources to achieve its promise. Even if your
nonprofit’s income is rising, you’ll want to allocate
less this upcoming year to other programs that don’t
directly address current objectives, even if they’ve
received a bigger piece of the pie in the past.

Involve the whole organization
To keep budget decisions from ruffling feathers
internally and enhance group buy-in, make sure
managers and even nonmanagerial staff members
have input in the budgeting process. Based on
your nonprofit’s strategic goals, program managers
should individually submit budgets — and be held
accountable to them throughout the year.
Don’t neglect to solicit employee input on
nonprogramming expenses as well. Keeping
administrative expenses in check is a never-ending
challenge for most nonprofits. To ensure you’re
taking a fresh approach, ask employees if they
have ideas for less costly or more efficient ways
of delivering services.
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Choose the right model for you
One of the reasons nonprofits often find budgeting
frustrating is that they assume the goal of every
budget is to break even. In fact, your strategic
goals may dictate other types of budgets.
If your objective is to reduce risk and strengthen
your organization’s overall financial health, you
may decide to pay down debt or increase operating
reserves. A surplus budget with lower expenses and
higher revenue can help you end the year with the
extra funds necessary.

Be conservative
Of course, budgeting is both a bottom-up and
top-down activity. Eventually, your nonprofit’s
executive director will have to weigh various
requests and make compromises before submitting
a draft to your board’s finance committee.
Nonprofit income can be unpredictable. Even
if your nonprofit is flush, it’s smart to be
conservative — particularly with pledged or
promised funds that may not be available when
you want them. It’s easier to revise numbers
and expand programming later in the year if
unexpected revenue comes in after your budget
is final than it is to cut a program’s funding
midstream if revenue falls short of expectations.

A deficit budget is another possible option — one
that isn’t always negative. Most organizations that
plan a deficit budget are experiencing revenue
shortfalls and can’t meet current operational
demands without going into the red. But some
nonprofits choose this type of budget to make
one-time capital purchases or improvements or to
invest in certain functions, such as development.

Professional perspective
Making a budget that accounts for everything your
nonprofit hopes to achieve in its next fiscal year
will always take some work, but it shouldn’t be
impossible. If after many meetings and negotiations
you can’t seem to make the numbers “work,” it may
be time to call in an outside accountant to provide
a professional perspective. l

Your nonprofit is only
as strong as its bookkeeper
he founder of a community theater had
always kept the group’s books. But the
theater was growing, along with her
responsibilities. So when a volunteer offered to act
as bookkeeper, the founder gratefully accepted.

T
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Unfortunately, while well-intentioned, the volunteer was sloppy. And although he had for-profit
bookkeeping experience, he didn’t understand the
nuances of nonprofit bookkeeping. When vendors
started complaining about unpaid invoices, the

group’s leader knew there was a problem. Here’s
how to prevent this kind of bad bookkeeping from
damaging your nonprofit.

Why you need to hire your help
Although volunteers can fill many important
roles, some jobs — including bookkeeping —
are best handled by paid employees. Your
nonprofit’s financial integrity is simply too
important to leave to an unpaid, and possibly
inexperienced or even potentially devious,
bookkeeper. This individual doesn’t have to
be full-time. Many smaller nonprofits hire
part-time or contract bookkeepers.
Before searching for a bookkeeper, consider
what the position will demand. Most nonprofit
bookkeepers are tasked with entering income
and expense data into an accounting system (which
an accountant will then use to create financial
reports and prepare tax documents). Depending
on the size and nature of your nonprofit, your
bookkeeper may also be asked to:
l

Track income and expenses by program,

l

 ay bills, make bank deposits, and process
P
credit card payments,

l

 ecord accounts payable, accounts receivable
R
and cash receipts,

l

Reconcile bank statements,

l

Post adjustments to the general ledger,

l

 elp with year-end financial audits and tax
H
preparation, and

l

 end donor acknowledgments, order supplies
S
or engage in other clerical duties.

Although bookkeepers don’t need accounting
degrees or a CPA qualification, they should
understand accounting terms and principles,
be comfortable working with computers and
accounting software, be detail-oriented and be
able to meet strict deadlines.

Nonprofits are different
An otherwise qualified bookkeeper with only
for-profit experience can be a good candidate for
your organization. But if you hire such a person,
make sure he or she understands that there are
differences between for- and nonprofit accounting.
Any hire will need to get up to speed quickly on
recording such items as pledges, donated goods
and services, and restricted donations.
Prospective bookkeepers should also be carefully
screened for ethical violations and criminal
activity. Many nonprofits are defrauded by
bookkeepers who have been given free access to
financial records with little staff oversight. Your
bookkeeper may be handling cash, depositing
checks, entering donors’ credit card numbers and
viewing other sensitive information. So you need
to conduct thorough background and credit
checks — including following up on references —
and always provide proper supervision by a trusted
manager. Your financial advisor can show you
some simple oversight controls.

Right person for the job
You wouldn’t let just anyone manage your
personal finances, so don’t let just any volunteer
or unqualified staff member keep your nonprofit’s
books. The wrong bookkeeper can put your
organization in great peril — even lead to its
downfall. If you aren’t sure where to begin your
search, talk to your financial advisor for ideas. l
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