How much doesit cost to raise a dollar?
The following is a response to the above questrepared by John Taylor in the fall of 2005:

In the late 1980's, CASE and NACUBO joined foraeattempt a sort of fundraising (COF)

study. The results were published in 1990. Thasel their findings on a review of 51

institutions and took an average over a three-gedod of time and concluded that costs vary

(no surprise there) between 15 and 35 cents te aailllar. Those spending less were typically
more mature fundraising programs. Those spendmg mvere very young programs. But the
study had numerous flaws and while useful, itselitis not a "bible." But there was one
consistent consideration - revenue figures weredaslely on dollars and other negotiable assets
received. In other words, the calculation was Basethe figures reported annually to CAE for
the Voluntary Support of Education survey.

Recognizing the flaws in this early study, the @ewn Philanthropy at Indiana University joined
forces with the National Center for Charitable Stats between 1999 and 2004 to conduct a
different yet related study that included many namganizations, including non-educational
nonprofits. In this study they opted to use thedaported to the IRS on form 990. The study
ultimately was inconclusive as they discovered thahy nonprofit organizations simply fail to
properly complete the 990. But again there wasoomsistency - the revenue figures were based
strictly on cash received.

As indicated in the below, with thanks to the woflothers, nailing down a true COF is more
mythology than methodology. However, very cleavhien one attempts to get to a finite
number, pledges have no bearing. And the reassimge. While you might be able to "book"

a pledge as an asset for FASB purposes, you capand it. All related studies compare costs to
actual dollars raised - not what is in the "pipelin

I, however, contend that we have not been lookirigearight thing. We should be looking at our
return on investment and not how much does ittosdise a dollar. This involves a much
broader look at an organization's costs and revemeea much longer period of time. For
example, that Kresge Foundation challenge grantyight have just received didn't happen by
magic this year. It represented the results ofy&ats worth of work by many people on your
campus. We, therefore, need to figure out a betdgrto tie expenses to the actual dollars they
bring in.

But in the meantime, best practices suggest thacgmpare your current costs to your actual
dollars received (outright gifts and pledge payrsgentind ideally averaged over a period of time.
On the cost side of things you can use the formautaned in the aforementioned
CASE/NACUBO study if you wish, although there arerfiy opinion) several flaws there. For
example it specifically tells you to exclude anyyofir campus CEOQ's salary from the formula.
Well, these days, it is frequently written int@tBEQO's job description that they will allocate a
certain percent of their time to Advancement wofkerefore | contend that that percent should
be added to the cost calculation. But the fornalales exist (you will find it in the appendix of

the current CASE Management & Reporting Standadd)they outline what are considered
"direct” costs. So, for example, most "alumni“tsosould be excluded.

Additional compiled responses to the above questienfirst, from Mal Warwick:
http://www.malwarwick.com/askmal01.html#question38
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"The 'overall fundraising Cost to Raise a Dollarhimyth. There is NO such standard, and
anyone who tells you there is one should surveydghbworld of fundraising in all its diversity.
One organization might be embarrassed to spend thanea dime to raise a dollar, while another
might be fortunate to squeak by with 40 or 50 centa dollar -- and both might be ethically run,
well managed organizations.

“This myth has been propagated by the self-appoidbaritable "watchdogs," who long for
simple-minded rules and guidelines, and by somemgijft fundraisers who know that raising
money in large chunks is always cheaper than @isin small ones.

“The reality does not live up to this simplisticepach. The cost of fundraising varies from one
nonprofit organization to another based on a hibgaoables: the age of the organization, the
size of the budget, the popularity of the cause ftimdraising methods used, the skills of the
development staff, the strength of the organizait@adership -- and many more.

“I've written extensively about this subject (afidgrobably be forced to continue doing so, since
this myth is so persistent). You can read whatwuigten -- including information about the
relative cost of various fundraising methods -Ain most recent book, The Five Strategies for
Fundraising Success (Jossey-Bass, 2000), as wellsasne of my earlier books. You can also
learn a lot about how to evaluate your fundraiginggram from Jim Greenfield's books on how
to assess a development program.”

Second, here's what Jim Greenfield (cited abovd)isaFund-Raising: Evaluating and
Managing the Fund Development Process" (1999):

# Fundraising Activity/Method National CostRaise a Dollar

1 Capital Campaign/Major Gifts $ .05 to $.10 gellar raised

2 Corporations and Fdns (Grant Writing) $ .20qmlar raised

3 Direct Mail Renewal $ .20 per dollar raised

4 Planned Giving $ .25 per dollar raise (ardt of patience)
5 Benefit/Special Events $ .50 of gross prdsee

6 Direct Mail Acquisition $ 1.00 to $1.25 mwllar raised

7 National Average $.20
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