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Abstract

Information management has become an increasingly important factor in managing an effective nonprofit organization. Philanthropic constituencies have become a complex amalgam of individuals, families, and organizations. Gifts can range from cash to pledges to property or other instruments.  Likewise, a significant overlap between donors and clients or other service constituencies has developed in many organizations.  The ability to match information management with specific business practices is critical to success.  Multiple options exist for fundraising and institutional advancement software: generic databases, such as Microsoft Access, allow non-programmers to development custom applications; more than 300 fundraising software products have been released in the last 10 years; and consultants offer highly sophisticated turn-key solutions.

The goal of this session is to provide a context for technology in the modern institutional advancement office. Learn what questions to ask and what common mistakes to avoid when choosing fundraising software for your agency.  Evaluate the benefits and pitfalls of building your own system, of buying existing specialized software, or of working with a consultant to create a custom solution.  Create a plan that takes into account your development goals, the types of constituents you work with, your organization's staff skills and financial resources. Gain additional insight by reviewing Microsoft Access applications dealing with annual giving, corporate solicitations, and a prospect research index.
Body

Fundraising software plays an important part in the success of today’s development office.  The right tool can help staff work smarter and be more effective.  The wrong tool can slow work, frustrate staff, and create a general distrust in the quality of information.

Automation was first widely applied to fundraising as a way of automating the repetitive tasks of direct mail.  The promise of automation was to expand the scope and increase the speed of a business process that best succeeds by knowing a lot of people, not by knowing a lot about them.  Donors were statistics; ciphers in a game of predicting future giving based on segmentation and past performance.  The numbers of prospects and donors could be quite high, but the breadth of information was usually limited to name, address, and gift history.

Today, more powerful technology and more complex institutional advancement requirements have collided to create sophisticated tools for a myriad of development tasks.  In the past fifteen years more than 300 commercial fundraising products have been brought to market. Similarly, there are numerous generic databases that offer the promise of creating a custom solution with a minimum of fuss.  Finally, there are legions of consultants ready to assist your agency in creating a sophisticated and powerful tool ideally suited to every contingency and opportunity.

This paper takes the IT Resource Center’s fifteen years of experience helping nonprofits select and use fundraising software to discuss typical expectations, lessons learned, and ways to approach the integration of technology into overall business processes.

Expectations

Initial expectations in software selection rarely match the reality of the situation.  Development directors often see technology as a peripheral activity that has a minor impact on institutional advancement.  They see it primarily as a record-keeping tool, but at the same time don’t want to commit to an expensive solution that excludes other opportunities.  

At the IT Resource Center, we often see requirements documents or requests for proposals for fundraising software that are more about what the agency doesn’t want than about specific deliverables.  Likewise, they frequently contain references to “flexibility” and “ease of use” and “can’t restrict actions or new activities.”  In the technology support community, these documents are referred to as BVD RFPs because they are more appropriate to selecting underwear than fundraising software.  These kinds of requirements documents stem from an expectation that by using marketing language to describe how users should feel about the product, they are excused from having to list specific and testable deliverables.  In short, by limiting the requirements to “anything I want to do,” the responsibility for any future problems resides with the software because it failed to meet the specified performance level.  

The next expectation is in buying the best software product available.  The reality is that there is no one perfect software application.  Different products, and more importantly, different approaches, are appropriate only where there’s a good “fit.”  What works for one agency may well be a disaster for another.  Benchmarking against similarly sized shops can be an effective way to identify possible solutions, but you should be looking at how the agency uses the tool rather than what tool is used.

There is also a frequent desire to buy fundraising software that will teach staff the process.  This can be common in small shops with staff who are new to fundraising.  Management will try to save money by combining software selection and staff training into one process.  The major drawback to this approach is that it limits development actions to what is possible in the database; this is similar to making shopping decisions based on roads and parking spaces that best fit the car.  Software can enable new business process, but it shouldn’t dictate operations.

The reality of fundraising technology is that there is a diverse market and that the best choice is for a tool that fits the hand.  The steps are to determine specific needs and requirements, identify resources, select and approach, then develop an evaluation matrix or project plan to manage the process.

Requirements and resources tend to be highly integrated; organizations with well-staffed prospect research departments need ways to store and distribute information gathered.  A development office of one or two generalists may require more streamlined prospect profiles because there is not enough time to collect more broad-based information and keep it up to date.

Determining requirements

The first set of requirements focuses on constituent profiles and how much information you can reasonably expect to know and maintain.  The most common constituent profiles can be classed as individuals, couples, families, congregations and clubs, companies, and corporations and foundations.  The complexity of information about each type of constituent can vary widely.  

Constituents

Individuals can be straightforward annual givers who will respond to each appeal year in and year out.  They can also be your board members, volunteers, program participants, and a host of other things.  They can have multiple addresses and be both annual givers and major gift prospects.  They can play golf with other major gift prospects.  The potential is endless.

However, the reality of what is realistic in your agency is frequently much less.  We recently worked with an organization with almost 15,000 constituents composed of book and publication purchasers, seminar attendees, practitioners in the agency’s program area, and donors.  One of the significant requirements early in the process was the ability to manage multiple addresses for the major gift prospect snowbirds; those individuals who maintained summer addresses in Chicago and winter addresses elsewhere.  However, an examination of the list showed only 12 individuals who really qualified as snowbirds, and they were already identified as special cases excluded from standard mailings.  The staff resources available for development were limited: part-time clerical support and one combination grantwriter/fundraiser.  Because there was not a significant number of donors with multiple addresses, and the limited staff time available for research and list maintenance, the agency decided to forgo this requirement, and instead instituted a policy of identifying the address where the constituent preferred to receive mail.  This policy proved to be cost effective and did not limit typical operations.

Couples and families offer an additional degree of complexity because gift credits and the overall relationship to both the individual and family can vary based on context, agency staff relationships, and activity.  Some solicitations may be targeted by household address, others by individual relationship.  The business logic of crafting multiple appeals and selection logic to get the right message to the right people based on a complex matrix of possibilities can be quite daunting.

Clubs, congregations, and other private voluntary organizations that may develop a relationship with your agency form another complex constituency.  Knowing who’s who among leadership and membership, and who overlaps with your individual constituency can be valuable – but how do you tell?  Leadership shifts, lack of coordination, and other issues can make the collection of this information nearly impossible.

Some companies can behave like individuals; and indeed, the owner or other principal may be making what are basically individual gifts on company checks.  In a simple annual giving approach to donors, there may be no real need to differentiate between the company and the individual.  However, in a more complex major gift prospecting environment, it may be necessary to track soft credit between the two and do significant research on personal and organizational giving capacity.  

More formal institutional giving involves a shift in approach from a single appeal to as large a number of individuals as possible to a custom crafted approach that conforms to published guidelines.  Unlike a solicitation to an individual major-gift prospect, corporate or foundation solicitations involve more individuals and a much more complex stewardship process.

This brief overview of the variety of constituent profiles shows the complexity of software selection.  No one solution can be easily adapted to every constituent profile. Overbuying can lead to too many places to store information that usually leads to inconsistent and ambiguous data.  Under buying can lead to missing information and missed opportunities because staff didn’t have access to comprehensive prospect profiles.  Matching agency resources to collect and manage constituent and giving information with the primary constituent profiles produces the most effective development effort.

Agency resources

The most critical organizational resources are money, staff, and time.  Even though fundraising software is a money-making product, return on investment (ROI) is rarely a factor in its selection.  When ROI is a factor, it is as a one-year financial measure, and does not consider staff and time issues.  Almost every organization has some resource limit that it cannot exceed.  Software selection should involve all three components and how they can be leveraged over the next three to five years. 

One way to look at the balance of resources is to imagine a pie chart of money, time, and staff as in figure 1.  A surplus of staff skills reduces the need for out-of-pocket expenditures.  Reducing the time frame requires more staff or money.
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Figure 1
Ultimately, the costs for each are similar for development systems of the same level of sophistication.  The following graph (figure 3) indicates the general trend comparing cost and complexity.  The curve denotes the overall relationship of cost to overall sophistication; the shaded areas mark the general boundaries for the different options.  Note that costs escalate at a much higher rate than sophistication.  Small increases in power can involve a major resource investment.  Ultimately you will reach that point of diminishing return where even substantial increases in funding will not make the application more advanced.  This trend is true not just for fundraising databases, but for other database applications as well.
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Selecting an Approach

Arrayed with an understanding of development complexity and the agency resources available, you can evaluate the options of building your own database, selecting an existing commercial or vertical market solution, or contracting with a consultant.

Build Your Own

Generic database products such as Microsoft Access offer the potential to create a custom application specifically tailored to the development needs of an agency.  Ms-Access in particular often comes pre-installed on new computers, making the dollar cost of this approach almost negligible.  However, the potential to create a custom application is also the potential to create an unworkable solution as well.  While many database tools shepherd the user through the process of creating an application, they cannot guard against bad design and poor implementation. 

The true cost of developing a homegrown solution is almost always underestimated.  Staff time tends to be undervalued, and the opportunity cost of spending staff resources on programming rather than fundraising can be substantial.  The self-developed fundraising application is a viable approach, and is most successful when requirements are simple and expectations modest.

The biggest issue with build-your-own applications is the software learning curve.  The next critical is having a realistic scope of work and a good design.  Basic instruction in database software can be found at commercial training centers.  Most training companies do a good job of teaching the basics.  We have found that both professional and support staff can be trained as database developers.  Prior technical aptitude is not a prerequisite.  Understanding the business process and information management deliverables, as well as an enthusiasm for the project, are more important qualifications.

The biggest risk in self-developed systems is the creation of an idiosyncratic and poorly documented system.  Such systems are often under the control of a single staff member responsible for both application development and daily operations.  When the key staff member leaves the organization, there is inevitably a period of turmoil as undocumented procedures and policies are uncovered or recreated.  The best safeguard against this situation is to require written documentation and, more importantly, cross training of staff.  

While management involvement is important to any automation project, it is particularly important in homegrown applications.  Because out-of-pocket expenses can be so low, there is often a tendency for management to underestimate the contribution of the system (both the actual application and the staff who keep it running) to operations.  This can lead to an environment where management assumes that changes to the system, either in adding functionality or replacing staff, can be accomplished quickly and easily.  This is rarely the case, and when the reality of the situation clashes with expectations, there can be a significant period of triage and adjustment.

Self-developed applications tend to be most successful when the scope of work is modest and there is an extended time frame for application development.  There should be a significant commitment to training the staff who will be developing the system and a plan for the developers to train their back-ups and other end users.  

This option can be an invaluable way to develop experience with databases and your specific constituency. Once that experience is gained, as new fundraising needs emerge your shop will have more understanding of the technical requirements along with an understanding of how they can best be implemented. Often these requirements will outstrip the resources available to implement them in the in-house system.  However, it is fairly easy to convert data from a self-developed system to another application.

Buy it - Vertical Market

Most fundraising requirements can be met by one of the dozen or so vertical market applications currently on the market.  When there is a good match, this can be one of the most moderate and predictable cost options.  While this area involves a more significant cash outlay than the self-developed system, the true cost to the agency can often be much less. Likewise, the feature set of most applications is mature and well established. Finally, selecting a vertical market solution is essentially outsourcing application development and support costs.

The range of first year costs to implement a commercial fundraising package can range from under $1,000 to several million dollars.  However, the typical first-year costs range from $5,000 to $10,000.  While these costs can cause sticker shock in first-time purchasers, they represent exceptional value in situations where fundraising requirements outpace staff skills to develop an application, or when the time requirements demand a fast implementation.

While individual packages handle the process of managing constituent profiles and gifts in their own way, the features offered by each tend to be very similar.  When evaluating a package, it is important to test how a feature works rather than marking it off of a checklist.

The most important issue with vertical market solutions is in adequately predicting costs.  In addition to the purchase price, other first year costs include planning time, conversion of existing data, hardware upgrades, staff training, and downtime.  After the first year, there will be ongoing support and training costs.  Retraining of all staff should also be a part of every major upgrade.  These fully allocated costs should be part of the ROI calculations in selecting a software application. 

Training is often one of the most underrated considerations in using commercial software.  Many development offices take the attitude that because they’re smart people, they can figure out any application.  While this may be true, the trial and error of self training and the misinterpretation of the real intentions of the designers makes this path significantly more expensive than using vendor-provided instruction.  One of the reasons a vertical market package is required is that the development effort is too complex for a self-developed solution.  It is reasonable to assume that, if the situation is that complex, then the best use of the tool requires a commitment to training.  In our interventions in development offices dissatisfied with their current software, the most common situation is an expired support contract and no current staff with training on the product.  In these situations, the most effective solution is not to buy new software, but to re-activate the support contract and get staff trained.  We have seen numerous instances where this has been extremely successful.

Another issue with vertical market software is that, while it does an excellent job of managing the fundraising process, it can be a bad fit if other constituent management processes need to be integrated into one unified system.  Most packages can identify volunteers, for example, but the most sophisticated aspect of volunteer management may be missing.  When there is a significant overlap between clients or other program participants, the possibility that one package can manage both processes well is minimal.  The solution in this case is to use multiple vertical solutions, one for each area, or to hire a consultant to create a custom application.

Finally, it is important to remember that no decision is final.  Most software publishers are releasing upgrades to their software every 18 months to 2 years.  Many development offices go through strategic realignments on about the same cycle.  It is unreasonable to imagine that a software purchase decision made today will necessarily be appropriate in three years.  That is why we recommend that office reevaluate the software in use every several years, and consider the cost/benefit of switching to an alternate solution.  Another advantage of this approach is that it takes the pressure off of the current decision making process – it’s OK to make a small mistake in selecting a package because that mistake can be corrected in a few years.

Contract/Custom Development

There are many examples of development offices using consultants to create simple applications.  However, their primary value is to create high-level custom solutions.  Because the requirements are more sophisticated, the costs can be extreme. The benefits of this approach can likewise be extreme – a custom application that is completely integrated with every agency activity.

Using the consultative process effectively requires good specifications and a major commitment of staff to the project.  Specifications keep the scope of the project under control, and staff keep the project focused.  The single biggest complaint that we’ve seen with consultant-created applications is runaway costs.  This is almost always due to scope-creep, where the specifications for the application are increased after the project starts, either through being added on the fly, or as the result of poorly defined specifications being clarified at the hourly rate of the consultant.  

Staff involvement in the consultation is the best way to control scope-creep.  One or more staff assigned as liaisons to the consultant or consultants is an important safeguard in this area.  Development staff have the most expertise on how work really gets done, and can help bring the consultant up to speed on what the specifications mean.  In the same manner, staff familiar with the consultants can facilitate change orders or other enhancements to the scope of work, and help both management and the consultants understand priorities and costs.  Good consultants welcome this level of involvement because it helps them do a better job.  At the conclusion of the project, the staff liaisons with the consultant often function as a resource for how the application is intended to function.  Questions can be answered by walking across the hall instead of calling the consultant.

Even the best staff liaisons can become carried away in the application development process. By establishing project milestones, management can stay involved in the process and invoke go/no go approval at the completion of each phase.  Milestones reduce risk by compartmentalizing the project.  Typical milestones in a software project include phases for requirements, design, interface and reports, testing, conversion, and training.  The consulting contract or letter of engagement should include a description of each and a listing of specific deliverables.  At the conclusion of each phase, both parties need to agree to continue to the next phase.  If either party decides not to continue, the agency has the rights to the work product for the current phase.  This insures that the working relationship is appropriate and that you’re not locked into a project that isn’t functioning properly.

Conclusion

Fundraising software selection isn’t about the best product – it’s about the best approach for your particular agency.  Only someone from within the agency is going to have the insight to make the proper choice.  Institutional advancement is a complex combination of human and process considerations.  By an analysis of requirements and development resources, staff can select the most beneficial approach from among the choices defined in this article.  Once that approach is determined, resources can be committed and final decisions can be made. 

