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Fundraising is a nonprofit's lifeblood. Events, annual funds, major gifts, and 
planned giving are all key components to a well-rounded fundraising program, 
but each also has its own costs. In today’s economic environment, nonprofits 
must be aware of all the costs involved with fundraising to justify the work 
being done and to maximize efficiency. 

In this month’s issue of Nonprofit Fiscal Fitness, Nancy Appel, executive 
director of development for Hazelden, and Michael Lowstetter, chief financial 
officer for Shepherds Ministries, describe what it takes to determine the real 
cost of raising funds. 
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Blackbaud Learn™ — Training is Everything™ 

We’re proud to introduce Blackbaud Learn, our all-new training 
subscription that gives Blackbaud customers access to the Blackbaud 
software and professional development training they want and need, 
delivered right to their desks…on the schedule that works best for 
them! 

Blackbaud Learn is renewable annually and designed to offer incredible 
value at affordable prices to best meet the needs and budgets of any 
organization. And when we say “affordable,” we really mean it – 
subscriptions begin for as little as $1,000 per year for a single user*! 
Take a look at our three subscription packages, or explore the range 
of classes offered in each subscription plan…you won’t believe how 
much is available, including role-based curriculum, strategy and best practices content, exclusive “Q&A” sessions, 
and new classes every month!  

*Certain restrictions apply. Please see our website for details. 

Transparency: The True Cost of Fundraising — Justify the Work and Maximize Efficiency 
By Nancy Appel and Michael Lowstetter  

In today’s economic environment, fundraising is important to every nonprofit. But how do organizations reduce 
costs and improve impact? Nancy Appel, Hazelden’s executive director of development, and Michael Lowstetter, 
Shepherds Ministries’ chief financial officer tackled the topic of what it takes to determine the real cost of raising 
funds.  

“Being transparent is the key to determining the real value of a fundraising campaign,” explained Lowstetter. “We 
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want to look at the things running well and maximize those efficiencies.”  

It’s more than the cost to raise a dollar and return on investment, Lowstetter and Appel said; it’s about justifying 
the work being done and maximizing the efficiency. To do that, organizations need to be transparent.  

“We should ask ourselves questions like: What are we providing? What does it cost? How does the cost to 
accomplish one activity compare to the cost to accomplish another? Can we spend more to get more?” Appel 
suggested.  

Popular fundraising measures are: return on investment, total revenue, total expense, cost to raise a dollar — total 
expense and total revenue are important, but are they enough?  

According to Lowstetter and Appel, organizations must understand the process of fundraising to really be 
transparent and determine the true cost. Then “calculate the cost for the current year not when the funds actually 
come in. Evaluation is where the impact on the long-term process is determined,” Appel said.  

Lowstetter and Appel offered up these tips in transparency: 

Events 
 
Events are the most time-intensive but can give organizations significant net revenue and a predictable scenario: 
Do the work, get the money. According to Appel, a one-time event may not be conducive to building long-term 
relationships and support around an organization’s mission.  

Items to remember when calculating the true cost of an event: 

� Location rental or facility costs (even if the event is held at the organization’s facilities)  
� Food and service costs  
� Consultant fees  
� Design, printing, and mailing costs  
� Staff costs of planning, attending, and follow-up  

Annual Fund 
 
Appel said that annual funds usually are high in cost to raise a dollar compared to other fundraising methods. “To 
be successful with an annual fund, a nonprofit really needs to idenfity those who are prospects for major gifts and 
build support for the mission.” 

Items to remember when calculating the true cost of an annual fund: 

� Design, printing, and mailing costs  
� Telephone calls or campaign costs  
� Staff cost  
� Fundraising staff  
� Gift administration  

Major Gifts 
 
While conducting a major gift campaign can be very cost effective, the return is unpredictable but can be terrific 
with just a few larger gifts, Appel explained.  

One area that is expensive but necessary is staff and travel, added Lowstetter. “Travel is often required to make 
that connection with a potential donor. With costs going up, it can get pricey,” he said.  

Items to remember when calculating the true cost of major gift campaigns: 

� Gift processing costs  
� Status reporting costs  
� Travel and entertainment costs  
� Staff costs: gift officer, president/executive director, gift administration  
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Planned Giving 
 
Planned giving is very long-term in scope. It can be decades until gifts are realized. “These long-term gifts should 
be integrated into the total fundraising efforts and it can be done economically,” said Lowstetter. Although it can 
be difficult to measure potential because it’s hard to prove until you realize the gift amount”  

Items to remember when calculating the true cost of planned giving campaigns: 

� Design, printing, and mailing costs  
� Telephone calls or campaign costs  
� Travel and entertainment costs  
� Legal, investment, and other consultant costs  
� Gift administration and reporting costs  
� Staff costs: planned gift officer, gift administration  

Lowstetter said the ability to accurately calculate expenses for activities decreases greatly from events to annual 
fund to major gifts, and especially with planned gifts. “But the answer is in how transparent you can be,” he 
explained.  

“Recognize fundraising not only as a means to build revenue, but also as a way to help your supporters have a 
voice in your work, demonstrate their gratitude, stay connected, and support your nonprofit status,” added 
Lowstetter. “And listen to them,” he said. 

Latest and Greatest

 
Spreadsheet Automation 
for The Financial Edge 
Join us to learn how this 
new module for The 
Financial Edge can improve 
efficiency, reduce errors, 
and enhance the value of 
your financial solution. 

October 6, 2:00 p.m. ET 

October 15, 2:00 p.m. ET  

Advanced Budget 
Management  
Reduce the time, hassle, 
and expense of your next 
budgeting cycle with 
Advanced Budget 
Management. It offers more 
flexible budgeting to satisfy 
even the most complex 
budgeting requirements. 

September 25, 2:00 p.m. ET 

 
Understanding Bonds and 
the New Form 990 
The revised IRS Form 990, 
specifically the new 
Schedule K, requires 
increased reporting from 
nonprofits regarding 
outstanding bond issues.  

Read the entire article. 

The Financial Edge™ for 
Small Nonprofit 
Organizations 
Designed to help smaller 
organizations achieve the 
highest level of fiscal 
transparency and 
accountability, The Financial 
Edge for Small Offices 
includes flexible pricing and 
options. 

Read the entire article. 

 
NetWits Summer Camp  
Camp counselor 
extraordinaire Steve 
MacLaughlin lead campers 
through five web seminars 
designed to demystify some 
of the Web’s most profound 
topics. You can download 
the recording and slides 
from each presentation. 

View recordings and 
session slides.  

The Baudcast 
Catch up on the latest 
Blackbaud and nonprofit 
technology news with The 
Baudcast. The latest 
episode discusses the 
Online NTC, IT and mission, 
IT alignment, Google 
Wave®, and more.  

View all episodes. 
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You received this email because you are subscribed to Nonprofit Fiscal Fitness. If you would like to unsubscribe, please visit 
http://unsubscribe.blackbaud.com to manage your subscriptions, or simply click unsubscribe to remove your email address from this newsletter list. 

If this email was forwarded to you and you would like to receive a free subscription, please visit www.blackbaud.com/profile/adduser.aspx and create an account. 
You'll be able to opt in to receive Nonprofit Fiscal Fitness and other Blackbaud publications at the bottom of the form. Once you create an account, you can 
manage your subscriptions at http://subscribe.blackbaud.com. 

The information contained herein should not be construed as legal or professional advice. If you have questions about how this newsletter's content applies to 
your organization, you should seek advice from appropriate professional counsel. 

© 2009 Blackbaud, Inc. All rights reserved. 
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