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Summary  T-kit on Funding and Financial Management

Fundraising is a task with diverse facets that intersect with many aspects of your organisation. This T-kit therefore focuses on different aspects of the organisation and of the fundraising activity. The first part gives a broad outline of the different funding sources, while the second part discusses the developing of a project, writing the proposal and maintaining a relationship with the funder(s) throughout the project and when writing the report.

This report gives a summary of the T-kit, whereby some aspects are more highlighted than others and some elements differently ordered. The different chapters are dealt with in the order as the T-kit does.

Gea Meijers, IHEYO (International Humanist and Ethical Youth Organisation) 2006
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Part 1 – Sources of funding

One can distinguish five different funding sources:

1) own resources, like from members, participation fees, by providing paid services, fundraising events (like organising a party for members and their friends);

2) public funding from various levels of government, ranging from international, continental, regional to local;

3) independent funders –there are many types of such funders. Besides the independent foundations, there are two other kinds of independent funders:

4) corporate funding;

5) individual philanthropists.

1.1 Own resources

When thinking about the various sources of funding, you should never overlook self-help: first of all it is important to identify all the possible ways in which your organisation can raise money without approaching an external funder or donor organisation.

A suggestion for the membership fee: when the fee is to low, being a member might be felt to be irrelevent in terms of financial engagement. The higher the fee the more motivated the members tend to be. On the other hand, too high a membership fee can disriminate against or be an obstacle for young people from a disadvantaged background. However, just exempting them from paying the fee is not always a solution. Adapting the fee to a financial contribution fitting for their situation or replacing it by some contribution in kind is a better way round the problem. Never forget that paying a fee makes people feel responsible and part of an organisation’s activities.

When providing services. All youth organisations know a lot about young people in their community. This knowledge or expertise could be offered to companies, other organisations or individuals in a position to pay for it. 

When you are going for fundraising events, keep in mind that in general it is better to hold fewer, larger events than a lot of small one because they raise more money with less effort and they mean you are not asking people to turn out again and again. Publications can be difficult to gain money with if one does not have an audience yet and ditribution set up, but how about an advertisment on your website?


1.2 Public funding

As with all funds, public funds are provided to meet specific agendas and priorities. The challenge for the fund-raiser is to identify where those match those of her/his organisation’s project. Answering the following questions within your organisation, may be a good starting point for fundraising towards public funds:

Ask members of your group to identify the links your organisations have with local, regional, etc. government:

· How do these links help with fund-raising?

· By generating information about available funds?

· By influencing governments agendas which give access to funding?

Discuss how you would improve on the current situation.

· How would you initiate and:or develop such links?

For trans-national proposals, try to write in a language which you master. If you are not sure that you are able to express yourself correctly in the required language, ask some one else to make a proper translation. Many application have failed because they were not understood properly.

For projects taking place in Europe, one can check the funding calls of the European Union and funding possibilities -in much lesser amount available- of the Council of Europe. Besides the specific youth programmes each offer, one can search also their other programmes, for instance on regional development, for calls that connect to your proposals on the themes you are addressing.


1.3 Independent funders

As mentioned, there are three kind of independent funders: independent foundations, corporate funders and individual philantrophists.

1.3.a Foundations
There are many different kind of foundations. The European Foundation Centre (EFC) has established the following general concept of what foundations are:

· Are seperately constituted non-profit bodies;
· Have their own dependable source of income, usually but not exclusively from and endowment or capital;
· Have their own governing board;
· Use their financial resources for education, cultural, religious, research, social or other public-benefit purposes;
· Use their financial resourse either by making grants to non-profit organisations or by operating their own programes and projects.
Foundation is an organising type. This means that one also has foundations that are governmentally supported or political supported. Or corporations and individuals not organised in such way.The most comment type of independent foundations are the family controlled and trustee-controlled foundations. 

A foundation comes into existence at a certain time. It is worth mentioning that there are fund-raising foundations: foundations which are in a process of transition, attempting to build up their asset base and in the meantime requiring a continued flow of finance.

1.3.b Characteristics of foundations (in Europe)

When outlining some of the characteristics of foundations, one can ask why some one would start a foundation. Some reasons could be: fullfilling a charitable purpose over a long period, creating or maintaining a stable organisational framework for an existing organisation (for instance the World Scout Foundation), a desire to create a living memorial to the funder.

Long term vision
Foundations will always consider the future of the organisation they are funding and the follow-up to the projects. They will give funding priority to projects which will be self-sustaining after the grant ends.

Own prioties
Foundations choose their own priorities and the types of project they wish to fund. Thus they often play a valuable role in breaking new and controversial ground.

Tackling the underlying cause
A lof of the foundations are concerned with tackling the underlying causes and trying to stimulate change, in particular by supporting research, building up expertise and testing new approaches, thus acting as catalysts of innovation.

Areas of interest
There are many areas of interest, you name it. However, foundations’ emphasis in most European countries is on education and research, followed by welfare services. There are exceptions. 

International collaboration
Since there early 1990’s, there has been a real development of international cooperation between foundations. Many umbrella organisations and networks have been set up, demonstrating funder’s readiness to share expertise and good practice.


1.4 Corporate funding

Corporate funding can be through a corporate foundation or directly by the corporation giving donations of good, services and/or money. There are also corporate citzenship programmes (or also called coporate giving programmes, corporate social responsibility) which is a grant-making programme adminstered within a profi-making company. Corporate funders offer more varied forms of support than are traditionally provided by foundations (who give usually money). The form can be: gift of good, sponsorship, training, employee volunteering, matching of employee donations. Corporate citizenship is growing and gaining a higher profile.


When considering approaching a corporation for support, it is important for an organisation to look at what it is offering in return. High-profile projects in which the name of the corporation can be prominently displayed – and which they can use in their own publicity – are often the ones that corporations support. An opportunity to both ‘do good’ and to promote the corporation’s image is the sort of project that is attractive. One can see a trend of corporations giving within a defined geographical area, including the comunities in which they have plants or factories or where they have major markets for their products.

Before applying to corporations for support, your organisation should research them thouroughly to ensure they are appropriate for your needs. Besides the general points for fundraising, the following questions are of relevance to keep in mind:

· Programmes are generally aimed at improving relations between corporations and communities;
· How is your project going to enhance the company’s image?;
· Companies primarily have to anser to shareholders;
· Companies rarely support religious appeals.

Despite a history of supporting the arts, cultural projects and sport, corporations nowadays give support in a wide range of areas. The environment has become popular, reflecting growing consumer concern about and interest in the question.


1.5 Individual philanthropists

It is important to realise that many individual philanthropists are value-driven and entrepeneurial, largely as a result of the experience in business, and very much hands-on. For them, giving is both and act of commitment and a serious long-term investment, complete with future exit strategies. These individual philanthropists often see themselves as grant-makers rather than old-fashioned philantropists. 

How can you find individual philanthropists? One solutions to this is to obtain annual reports and project reports of organisations active in fields similar to yours. If they thanked their funders –and they should have!- you can start doing some additional research. An other way is to think locally. Most philanthropists will also support projects which are to be carried out in the community they live or come from. Local, regional or national newpapers may help you here.

Most of the sugestions for approaching foundations also apply to individuals. You are advised not to beg, and you need to be enthusiastic. You are not asking for money, you are selling a project, an idas. In any case you will have to establish personal contact and be persuasive and persistant. If they feel that you have the people to make a project happen then they are likelier to support your organisation. This can be then the beginning of a longer-term relationship.




Part 2 – Financial management

Fundraising is not only about searching and researching about funds and preparing a funding proposal. It is very much intertwined with other activities within your organisation. A project goes through different cycles: developing a project, asking for grants, receiving the grant, implementing the project (and keeping the financial administration) and writing the report. In the t-kit, all these phases are covered, since fundraising is no single event and the contact with the funder does not stop at getting a postive answer. You try to build relationships with future and current funders.

The fund-raiser is in many ways a translator between the project’s langueage and that of the funders. Before (proposal), at times during, and after the project (report). Of course, different funders often speak different languese, so the fund-raiser needs, in a sense, to be mutlilingual. Knowing the funder’s langueage and agenda is crucial to successful application, as is attention to the detailed information about submitting and application. If the funder only wants one side of A4 to describe the project, then a six-page colour pamphlet will not be well received.

Keep in mind the following questions:

· What sources of information on funders are available to you?

· What are the obstacles to receiving information and how can you overcome them?

· How can we use the experience gained with funders in the past?


Having received a positive response from a funder, the fund-raiser has to decode the message that come with it offerd grant. What are the funder’s requirements? What restrictions are there about how the money can be spent? What timescales have they imposed and how will these affect the management of the project?

Evaluation of the project is for many funders an important phase of the project. Spend time on producing a good report. Againg this needs filtering and encoding – not in any way to manipulate the information or to misinform funders (on the contrary) but to ensure that funders have their own questions answered in the format they require. It may be worth checking to see if they would like a copy of yor full report in addition to their required minimun.


2.1 What do you need the funding for? 

Before you start writing a proposal, you need to think first with your co-members about, ‘what do you need the funding for?’. The intiial step to take before embarking on any research process to identify funders is to establish, through your senior management and board of trustees or directors, the overall strategy for your organisation. Also do regurlarly reviews of your organisations’ strategy. The core mission and philosophy of an orgnaisation will rarely, if ever, change, but its programmes and projects will evolve and change over time. Scrutinise the success and relevance of all current and past projects.

Non-profit organisations serving a narrow focus are more easily supported if they can show that the need they are addressing is not being addressed by any other orgnaisations. It is necessary to show that your orgnaisations has programmes and activities that other organisations do not have. And a succesful funding chances are increased if you consider how it might interact with the work of other organisations, like those doing the same in other regions. Does your project have a multiplier possibility?

In developing the organisational strategy, you should aim to anser the following questions clearly and directly:

· What is the unqiue purpose of your organisation?

· What audiance do you serve, and does this audience receive similar services from any other organisation?

· What important need or needs do you aim to fulfil?

· Does your board of trustees or directors fully support responding to this needs?


Having a strong sense of purpose and mission, plus a well-researched and structured strategic plan which includes provision for sustaining the project throughout its life, will make the job of raising funds much easier. It will impress funders and is essential to winning their financial support. If you are not yet at the point where you have a clear plan about what you want to do and how you want to do it then it is strongly recommend that you spend some time on it. You can consult other resources such at the T-kits on organisational management and project management.

Some questions to help you clarify yourself to funders
Understanding yourself is the first step of getting others to understand you –and this is an essential part of the relationship you have with your funders. As an organisation you need to be clear about your structures, ethos, mission, purpose and strategies. Put yourself in the position of a funder. What would you want to know about an organisation you were planning to give money to?

· Who is involved and how did they get there?

· Who is accountable for the money and how do their colleagues keep them accountable?

· What reporting structures are there?

· Do any bodies check on the quality of hte activity o the service they provide?

· How do I know they will use the money effectively and responsibly?


A good suggestion for your funding proposal is to harness the creativity and energy of all the stakeholders (groups of people effected or involved in the project, like the beneficiaries, your members, other organisations, etc.). This in itself will be a sign to funders that yours is a quality project that makes the best use of the resources available to it.



2.2 How to get at the funding?

2.2.a Preparing a budget

You need to be sure that you can justify every item of expenditure and to be able to prioritise items if money runs short.

If you have already run a similar project, or if you have access to the accounts of a project run by someone else, it can be a handy starting point for budgetting. Take care, though, not to include items just because others did. 

Four steps in budgetting:

1) Calculate expenditure
Possible headings under expenditure in your budget may be (for instance in a youth exchange):
-travel costs = what costs are you responsible for?
-hire costs = how much do you pay for hiring equipment, rooms, etc.?
-administration costs = what costs do you have as regards to staff pay, telephone, internet, etc.?
-food and accommodation – do not forget day travels and all visitors and guests.
-fees for experts, miscellaneous costs, bank transfer costs (in case of international events)
-sundries = make a reasonable judgement about small cash amounts you may need.
-are there any hidden costs?

2) Calculate income
Income consists of guaranteed income (income that has already been agreed by a funder or already self raised) and non-guaranteed income (income which you plan to raise).

3) Compare income and expenditure
Total income and expenditure should now be compared with each other to establish if there is a surplus or deficit. It is recommended that you budget for a surplus of about 5 % (meaning income should exceed expenditure by about 5 %) This should ensure the payment of any unforeseen expenditure. This surplus is sometims known as contingency fund. You should check that your potential funder allows it. Another suggestion would be to incalculate this as misellaneous costs (suggestion by Gea Meijers).

4) Phase the budget (produce a cash flow forecast)
You should then analyse when the different income and expenditure arise by week; month or quarter, depending on the kind and scale of the project. Although you budgetted your project with a slight surplus, it may happen that in some months there is a deficit. If so, you may be able to arrange with funders an earlier payment or ask for paying some costs later. If there is a significant surplus in any month then it may be appropriate to invest the money in a higher-interest bank account.


2.2.b Suggestions for writing the funding proposal

Knowing the funder’s language and agenda is crucial to successful applications, as is attention to the detailed information about submitting an application. The project proposal is your main contact with the funders you appracoh and as such needs to be carefully prepared to ensure it gets across both the strengths of your orgnaisation and the benefits your project will bring. Any successful fund-raiser will give careful attention to the following points:

1) While drawing up the project plan, you can start collecting information about funding sources interested in the questions your project deals with.

2) If there seems to be no funder on the secne, do not give up. Consider the impact of delays on project implementation (what if the project has to start later than planned?) and continue looking for funding opportunities.

3) If you find relevant funding sources at the planning stage, you might build their requirements into your planning (like partners, timeframe, budget heads) and you can structure the information about the project in the proposed format.

4) Make sure your information about the funder is up to date. Do not waste time filling in out-of-date application forms.

5) Read the funding guidelines before applying carefully. Even is they seem long-winded, borinng, redundant or familiar, you will always find crucial information such as. a) aims, objectives and priorities of the funder, b) application procedure and deadline, c) eligibility criteria concerning the applicant organisation, d) minimum and maximum amounts of funding to be requested, d) minimum level of own contribution.

6) Be enthusiastic and postive. Make sure your belief in your project come through in the proposal. Do not beg. Approach them as a professional organisation that has the capability to help them achieve your mission.

7) Use the funders vocabulary. You can familiarise yourself with it by reading their literature (guidelines, press releases, booklets, annual reports, etc.). Use their wording rather than synonyms, especially when writing on key matters. Do not assume it will be obvious to them that you are talking about the same things they are interested in: do not expect the funder to “translate” your words, do that job yourself.

8) If the funder specifies a particular format, use it. Do not try to be original by using a different structure.- it will not be appreciated. And do not include additional material if not asked by the funder.

9) Be coherent: needs-aims-methods/activities-resources should logically flow one from another. Give all the information necessary to show the importance of the proposed aim, but do not fill up pages with information which has no relevance to the project. If your approach is deliberately unusual or original, make this clear and explain why did you chose it. Innovation is valued only if it is well understood, otherwise it might create confusion.

10) You needs in terms of resources should be accurately estimated and justified. 

11) Be specific. Avoid vague statements and foggy descriptions. Speechifying may sound impressive but does not always make sense.

12) Be brief: use the space provided by the application form (if any) and try to use the right minimum number of words. Get the message across, but be reasonably consise. Most foundations only have a small staff and they need to be able to quickly understand and evaluate your proposal.

13) Be yourself: do not pretend that you have expertise you do not possess. Submit a project that fits your organisation’s profile and explain why your organisation is the right one to carry it out.

14) Be informed: convince your funder that you know what your are talking about, your need analyses is sound, you have studied your target group and you have identified and understood all stakeholders (including other organisations active in the same field as you).

15) Make sure you pass the Grandma Test –be clear. Use language that is easy to understand. Ask a person who is not involved in the project to read the proposal and and find out if they understood it. Avoid using jargon. If necessary, you can explain them by glossary or through footnotes.
16) By ready: it is never too early to start writing a proposal. Getting a few nights’ sleep after writing the proposal will clear your head and give you the necessary distance to really read what you have written, as opposed to simply assuming that what you wrote was what you meant.

2.2.c Items of a funding proposal

Approaching funders is most of the time a question of common sense and courtesy. The process by which organisations tap into the resources of independent funders is lengthy and takes dedication for good results. A carefully planned strategy will recognice that a grant is not a one-off thing. To become a successful grant-seeker and -receiver takes time. With an average of around 90 % of proposals failing across the independent funding community, the effort behind a successful proposal is never wasted. With careful research leading to a well targeted groups of potential funders, the success rate is far higher.

There are many ways to present a project proposal. 10 main components can be identified to make up a complete funding proposal. These are:

· Covering letter/executive summary

· Introduction

· Needs assesment

· Goals and objectives

· Activity, Methodology and timetable

· Evaluation

· Budget summary

· Future funding plans

· Detailed budget

· Appendices


Covering letter/Executive summary
Your project proposal must include an outline of the main features of your proposal. This might be either in the covering letter or as an executive summary at the start of the project proposal. Either the letter or the executive summary should highlight the main features of your proposal that are likeliets to be of interest to the funder. You should explain why you selected this particular funder and give them reasons why you believe they will be interested in your proposal. Be up front about the amount and type of support your are requesting.

Your president, director or chair of your board of governors mst sign the covering letter and address it either to the president of the foundation or to the relevant programme office at the foundation or corporate funder. This should have been identified by your research.

Introduction
Never assume the funder knows who you are, or if they do, that they are aware of your programmes or previous successes. Provide a short summary of your organisation’s mission and history. The introduction can also be used to state the qualificationf of your organisation and staff to deal with the issues covered by the project proposal. 

Needs assesment
The needs assesment should be a concise but convincing overview of the needs your organisation wants to address with the project. Describe briefly the overall context – this will help the reader to get a more complete picture of the problem.

Goals and objectives
Goals/main aims are the global ideals you want to reach with your project. Objectives are more specific, measurable (either by quality of quantity); They are the expected outcomes that you want to achieve (rewording of this part by Gea Meijers)

Activity, Methodology and timetable

Your potential funder needs to know the ‘how’ and ‘whens’ of your project. Give a project description, explain the methods you use for obtaining the objectives in detail (like a programme when it is for instance a conference) and give a reasonable timetable in which you will be doing the project. Allow in the timetable plenty of time for the funder to make a decision. Asking for support for a project that is about to start –or has already started- does not look that professional.

Evaluation
Explain the way and the criteria you will use to evaluate the success of your project. On occasion an advisory committee might be set up to monitor and guide the project.

Budget summary
Provide a summary of the total costs of the project and any other funding the project is likely to receive. Note that some funders will accept income such as gifts in kund or time of volunteers as matching funding.


Future funding plans

Funders will want to know how you plan on maintaining the project once the period of funding is over, or how you want to give follow up to the project. Make sure your plans are realistic. Being vague here can undermine the funder’s confidence in your organisation. Tell them about the concrete stepts you plan to undertake.

Detailed budget
Give a detailed and accurate budget of the costs. It is recommended to itemise all costs about 100 euro or dollar, breaking ech section into items rather than just stating an overall amount. Foundation and corporate funders have great experience of project costs, so be realistic in your budget breakdown.


Appendices

Although it is inadvisable to include information that the funder has not explicitly requested, ther are a nulber of items to include as standard appendices. These can include relevant staff and director/governor curriculum vitae, a brief financial overview, audited accounts of your orgnaisation, and additional docmuntes requested by the funder in their application guidelines.

2.2.d Approaching independent funders

In case, the funder does not work with standarazed application procedures. Approach funders by sending an initial letter of enquiry to ask if they are interested in receiving your proposal. Before doing so, find out of any of your board-, staffmembers or volunteers know any of the people at the prospective funders. If this is the case, a personal letter or inquiry can be made to discover if the funder is interested in receiving a full proposal from you.

The following items should be included in your letter of enquiry: aims of the project, action planned to achieve that aim, amount you will be seeking from the funder, stating whether this is all or part of the budget you are seeking (if it is part of the budget, state where the other part will be coming from), tell about your orgnaisation’s abilities and past achievements in carrying out its mission.

If the funder makes a positive response to your letter, send in your proposal. Once you have submitted your proposal, follow it up with a phone call after a few weeks to encuse tha tthe funder received it. You can also check if the funder requires any additional documents.

In case the funder works with application forms, it is advisable to send a short covering letter, but not many or elaborate other documents if not asked. Do not overdo with information.

In approching any funders it is vital to show that you understand them, their mission and their priorities. 


2.3 Spending the money

When you have received a positve answer from a funder, you the finacial agreement or contract very carefully that goes with it. If you notice that ther are any errors in the agreements or that you need to make change, inform your funding partner about it and requet an amended agreement. Annesses are an integral part of the agreement. You should also read those very carefully. It is of utmost important that the project co-ordinator has a full understnaind of the implications of the financial and other rules.

Your applicartion is always the basis for the approval of a grant and thus the basis of the financial agreement. If your application is not approved entirely, the itmes that are considered not eligible or not approved are normally listed.


When you  
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