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INTRODUCTION AND CONTEXT
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The Motivation for the Money for Good Project

It is our nature to see the world based on our own context, experiences, and
points of view. People in all walks of life struggle with this bias every day . How
can a new product fail when you and your cohort believed that it was a great
idea? The need to understand the world as it is d not as we wish it were 0 has
caused primary market research to become a multi-billion dollar industry.

The motivation behind the Money for Good project was to seek the 6 v o iotCtlee

c u st o roe chéritable giving and impact investing. Thisperspective has been

lacking in these sectors to date . As the Hewlett Foundation and McKinsey &
Company noted in their recent report 0 T hMNonprofit Mar k et p |themr es ad
need to O i n v msrésearch that clarifies d o n o rnmotivations, needs, and

decision -making criteria .6!

With this report we have attempted to address that need, and to build a
thorough understanding of the behaviors and motivations of Americans with
respect to charitable giving and impact investing .

1. 0The Nonprofit Marketplace: Bridging the Information Gap in R8I anthropyo,
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The Goal and Structure of the Money for Good Project

The goal of this project was to understand USconsumer preferences, behaviors, and
demand for impact investment products and charitable giving opportunities
(together, these make up the 0 mo n oy g o o dndarket), and then to generate
ideas for how for- and nonprofit organizations can use this information to drive more
dollars to organizations generating social good .

We structured the project around three key questions related to this overall goal :

How can nonprofits more effectively obtain donations from individuals?

How can a greater share of donations go to the highest performing
nonprofits?

What is the market potential for impact investing and how can it be realized?

Note : We also looked at how these findings relate to people who donate or invest in developing
countries, with a particular focus on support to international entrepreneurship . Those findings can
be found in 0 Mo n doy Good : Special Report on Donor and Investor Preferences for Supporting
Organizations Working Outside the US 6
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INTRODUCTION AND CONTEXT

Our Approach to the Money for Good Project
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WHO WE TARGETED

Individuals with household
(HH) incomes over $80K.
These individuals represent

the top 30 % of USHHsin terms
of income, and make 75% of
charitable donations from
individuals

We oversampled people with
household incomes over
$300K, due to these
individuals ddisproportionate
share of charitable
contributions and investments

HOW WE RESEARCHED

Used 3 sources of information:

External research, to learn
from previous work in the field

Qualitative research,
consisting of focus groups and
interviews with over 30
individuals, to test survey
language and inform
hypotheses

Quantitative research,
consisting of an online survey
of 4,000 individuals. This was
the main focus of our
research

1. We refer to high net worth individuals throughout this report as individuals with HH incomes of
greater than $300,000, as this is one of the criteria to be an accredited investor
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WHY SURVEY IS UNIQUE

Breadth and Depth: survey is
unique both in the number of
respondents and the amount
of information it covered

High Net Worth 1: half ( 2,000)
of the respondents had HH
incomes >$300k, making this
one of the most robust
surveys of wealthy individuals

Behavioral Focus: survey
looked at actions, not simply
stated preferences. It also
forced individuals to make
trade -offs to mirror real life
decision -making and
minimize pro social responses



INTRODUCTION AND CONTEXT

Key Definitions
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CONSULTING

Donations:

Impact

Investments:

Money for Good:

Retail Donor or
Investor:

High Net Worth
Donor or Investor: 1

Affluent Donor or
Investor:

Charitable donations by individuals to nonprofit organizations

Investments that have an  active social and/or environmental
objective in addition to a financial objective

Charitable donations + impact investments

People with HH income between $80k and $300k. $80k is the
cutoff for the top three deciles of US HHs in terms of income

People with HH income over $300k, an income threshold for
accredited investors. This represents the top 1.3% of US  HHs

Anyone with HH income over $80k (retail + high net worth).
This was the full scope of our research

1. Technically these are high income, not high net worth individuals. However, given the high correlation between income and assets and the fact that
is a more stringent measure of being an accredited i nvesidreaport, we have

i ncome
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Project Team

A The Money for Good project has been generously funded by the Metanoia
Fund, the Aspen Institute of Development Entrepreneurs (ANDE), the Rockefeller
Foundation, and the William and Flora Hewlett Foundation

A The project was led by Hope Consulting (www.hopeconsulting.us), with
additional advice and services provided by Clavis Partners, Engagel23,
Compass(x) Strategy, and e -rewards

A The project ran from December 2009 & May 2010

A For more information on these results, please  email:
info@hopeconsulting.us

A The appendix contains additional information on the funders, partners and team
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INTRODUCTION AND CONTEXT

HOPE
] ] CONSULTING
A Final Note on This Report
A This report summarizes the most important findings from our research
A In addition, we have developed recommendations for how various actors can
use these findings to drive more dollars to organizations generating social good
A These recommendations are supported by the fact -base we have developed

regarding the behaviors and preferences of donors and investors, but in some
cases require additional research to properly vet the ideas

A E.g., we found a demand for impact investment products with small minimum investments,
and recommend that the sector look for ways to provide those cost -effectively. However,
we can not state that it is in the best interests of any specific organization to develop these
products without a thorough understanding of the costs and benefits associated with them

A We have noted areas where additional research is required throughout
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1. Executive Summary p 8010

2. Increasing charitable donations from individuals p120634
3. Increasing donations to the highest performing nonprofits p 36 0 57
4. Realizing the potential of the impact investing market p 59088
5. Final thoughts and next steps p 90092
6. Appendix p 94 6 106
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EXECUTIVE SUMMARY

HOPE
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Increasing Charitable Donations From Individuals

Recommendations & For Nonprofits to

Key Findings

Improve Fundraising Capabilities

There is $45B of market opportunity, limited in part
by high levels of loyalty in charitable giving

Donors are generally satisfied with nonprofits, but
cite being solicited too often as their key area of
frustration

Few donors do research before they give, and
those that do look to the nonprofit itself to
provide simple information about efficiency and
effectiveness

Behaviors matter: there are six discrete segments
of donors with different primary reasons for giving

Demographics dondét matter:

behave similarly to others

MAY 2010 HOPE CONSULTING

Segment on behaviors, not demographics
Tag and track your donors by segment

Determine what segments are best for your
organization, given your strengths

Develop consistent outbound marketing that
appeals to target segments

Prioritize investments based on what will drive
donor behavior

Capture donors early

Understand how to manage different segments
when approached



EXECUTIVE SUMMARY

HOPE

Increasing Donations to the Highest Performing CONSULTING

Nonprofits

Key Findings

Recommendations & To Increase Funding

to High Performing Nonprofits

A. While donors say they care about nonprofit
performance, very few actively donate to the
highest performing nonprofits

B. Changing this behavior will be difficult given

donorso varied motivations

to the nonprofits to which they give, and the fact
that they believe that nonprofits perform well

MAY 2010 HOPE CONSULTING

There are three primary opportunities to
improve the quality of giving:

1. Closing the o0care vs. ac:
2. Closing the oquality inf
3. Closing the o60good vs b

The o0Care vs. Actd and 0Que

gaps are the top priorites and can be

addressed concurrently by

1. Providing simple information donors will use

2. Pushing information to the donors

3. Building broad awareness around some
select key messages

The opportunity to close tF
gap lies with the High Impact segment

Foundations can also help direct more capital
to high performing nonprofits by helping them
to develop superior fundraising capabilities
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Realizing the Potential of the Impact Investing Market

Recommendations & To Unlock the
Key Findings Impact Investing Market

A. Most individuals are open to impact investing, but For organizations trying to unlock this market:
need to know more

A. Clarify what impact investing means
B. There is $120B of market opportunity, half of which

is for smaller (<$25k) investments; even the
wealthy want small investments

B. Build awareness of impact investing and the
opportunities available for investors

C. The opportunity is greater when positioned as C. Develop and disseminate information on impact
investments, not alternatives to charity investing to financial advisors
D. Once people get involved, their willingness to For all organizations involved in impact investing:

invest increases (ramp in effect) D. Structure products with small initial investments

People discover & transact through their advisor (<$25,000)
F. The key barriers investors see relate to the E. Tailor products and messages by segment, to
immaturity of the market, not the social or appeal to different motivations

financial qualities of the investment opportunities

. : F. Make opportunities accessible to investors
G. Overall, downside risk is more important than

upside financial returns G. Position these as investments, not as alternatives to

H However, those gener al pr e SR
to each investor. We found six discrete segments H Address barriers related to
that have different priorities and motivations immaturity, which are consistent across segments
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Increasing charitable donations from individuals

3. Increasing donations to the highest performing nonprofits p 36 0 57
4. Realizing the potential of the impact investing market p 59088
5. Final thoughts and next steps p 90092
6. Appendix p 94 6 106
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INCREASING CHARITABLE DONATIONS FROM INDIVIDUALS

Executive Summary

Key Findings

HOPE

CONSULTING

Recommendations & For Nonprofits to

Improve Fundraising Capabilities

A. There is $45B of market opportunity, limited in part
by high levels of loyalty in charitable giving

B. Donors are generally satisfied with nonprofits, but
cite being solicited too often as their key area of
frustration

C. Few donors do research before they give, and
those that do look to the nonprofit itself to
provide simple information about efficiency and
effectiveness

D. Behaviors matter: there are six discrete segments
of donors with different primary reasons for giving

E. Demographics dondt matter:

behave similarly to others
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Segment on behaviors, not demographics
Tag and track your donors by segment

Determine what segments are best for your
organization, given your strengths

Develop consistent outbound marketing that
appeals to target segments

Prioritize investments based on what will drive
donor behavior

Capture donors early

Understand how to manage different segments
when approached



A. MARKET OPPORTUNITY

. L . o . HOPE
Nonprofit organizations receive a majority of their CONSULTING

donations 0 $172B 0o from affluent individuals

75% of all charitable donations 0 The wealthiest 30% contribute
~$230B 6 come from individuals 75% of all individual donations
2098 2008
i .
$300 - $150 - ( A \
$250 4 $229 $120 - $115
$200 - $90 -
$150 - S0 $57 $57
$100 -~
$41 $30 -
$50 - 23
$ $15 $O - T
$0 - : : : . Wealthiest ~1% of Next 29% (HH Final 70% (HH
Individual ~ Foundation  Charitable Corporate Households (HH Income >$80Kk) Income <$80K)
Donations  Grantmaking  Bequests giving Income >$300K)

This research only looks at the most affluent 30% of households (>$80K in income)

Source: Giving USA, 2008
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A. MARKET OPPORTUNITY

. . . . HOPE
There is $45B of charitable donations available for CONSULTING

nonprofits from affluent individuals

Donations by top
30% of HHs ($B)

~
$250 - New Donations Market
A minority of donors are willing to o ftunit
consider donating an additional pportunity
$200 - $192 $20B over what they give today The market
opportunity is the
Switchable Donations sum of new and
$150 - $25Bof donorsd curre switchable
are not loyal to an organization, donations:
and are therefore available to
$100 - be switched to new charities | $45B
Loyal Donations
$50 The majority of donations are
given to the same organizations
every year
$0
2009 Donations 2010 Potential
Donations
Loyalty and switching determined based on donorsd certainty around future gi fDewisinappehdix hei r hi stori
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A. MARKET OPPORTUNITY

. HOPE
The $20B of opportunity f or c<oumevy

concentrated in a third of donors

Only 1/3 of donors were willing to donate
more than they do today

AQuestion asked o0if
Wé”'”ﬁ only to Noct::]’V'”'ng improved on the areas you pay
eallocate to ange :
2504 410 attention to, V\{ould' you chan,ge
your gilving?ao

A Only 34% of respondents said
they would donate more

A Those 34% would donate $20B
more (after adjustments to
reduce overstatements 1)

Willing to A The 34% skew younger
Donate More A 38% of respondents under 50 willing
34% to donate more  vs. 32% over 50

1. See appendix for details
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A. MARKET OPPORTUNITY

HOPE

Donors are very loyal, leading to only $25B of CONSULTING

oswitchabl e donat

The Majority of Donations are Loyal

% of $ Donated

% Total Gifts Loyal:

100% -~ 86%

govs | (8%

60% -

40% -

20 10%
0 0
7% - 204

0% -

Loyal Loyal Loyal

1. See appendix for details
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T T T T __\
100% Loyal 99-67%  66-33%  32-1% 0% Loyal

onso (14% of t

Loyalty was measured based on
donorsd certainty ar ol
and their historical giving patterns !

A Al most 80% of all gift

| oyal , 6 meaning that
certainty that these gifts will be

repeated next year
A More loyal than typical industries

A Overall, on a weighted basis, 14% of

gi fts are availabl e, ¢
A Varies by income: 19% of donations by

retail individuals are available, but only

11% of HNW donorsd dona

A This |l eads to $25B in

opportunity ($172B * 14% = $25B)



B. DONOR SATISFACTION

. . L HOPE
A key area of donor dissatisfaction is that donors feel CONSULTING

that nonprofits solicit them too frequently

Importance vs. Performance 1

A For the most part, there is a high
AEase of correlation between what donors say

donating .
ALeadership IS |mpor.tant and how well they feel
quality nonprofits perform
AEffectiveness A Ultimately a barrier to getting people to

change behavior

(72}
@)
5 ADirect use ) _
o ARegular reports A Donors are not happy with how often
@] ..
p AEndorsements they are solicited
% A_Can get A 60% said this was very important to them,
= involved but only 40% said they thought nonprofits
g— A| ) did a good job
- SN A Consistent with external findings 2
Approach
AContact w/ )
beneficiaries A This analysis is for donor views of
QSQC'al events nonprofits overall; it is useful for
s nonprofits to ask their donors how
ARecognition .
. they perform specifically
Performance of Nonprofits
1. Donors were asked to rate the importance of various elements of giving, and the performance of the nonprofits to which they d onated, on 1 -6 scale

2. 02008 Study of High Net Worth Philanthropy,é March 2009. Senuednt# 3S aleiacsiotna tpiec
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B. DONOR SATISFACTION

With a few exceptions, donors believe nonprofits

perform well on the important elements of giving
det ai

( Note: this i

s additional

HOPE

CONSULTING

Donor sdo Vi
Attributes Are When Giving

e w

of How
to a Nonprofit

| Dponotr st VVa&wi @efist he
Nonprofits to Which They Give

Org's Effectiveness
How the Org will Use my Donation
Quiality of Leadership
Percent of Costs to Overhead
Ease of Donation
Not Being Asked for Money Too Often
Ability to Direct Donation's Use
Regular Progress Reports
Endorsements by Person | Trust
Prompt and Sincere Thank You
Ability to Get Involved
Org Approach - Novel / Innovative
Contact with the End Beneficiaries
Social Events Hosted by Charity
Worthwhile Gift
Public Recognition of Donation

0% 20% 40% 60% 80%100% 100% 80% 60% 40% 20%
| 90% 8I7% | | | |
87% 75%
: 78% 2%
| 76% 69%
62% 68%
: 59% 60%
| 46% 59%
41% 59%
: 34% 52%
| 31% 48%
| 30% 40%
| 28% 40%
| 24% 39%
16% 38%
| 11% 36%
9% 25%

Ease of Donation

Quiality of Leadership

Org's Effectiveness

Prompt and Sincere Thank You
How the Org will Use my Donation
Regular Progress Reports
Percent of Costs to Overhead
Ability to Get Involved
Endorsements by Person | Trust
Ability to Direct Donation's Use
Social Events Hosted by Charity
Not Being Asked for Money Too Often
Org Approach - Novel / Innovative
Public Recognition of Donation
Contact with the End Beneficiaries
Worthwhile Gift
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C. DONORSO® | NFORMATI ON NEEDS

“ HOPE
Most donors donot spend a | octsumng f

and those that do look for simple, digestible info

Of those, ~75% spend éand they are
Only 35% ever do research <2 hour s r es e arsimpléfacts @nd figures

0% 10% 20% 30% 40%

Did Research on

Any Donation in _ Quotes /
2009 <15 Min - 14% Testimonials
: 10%
i 13%
1-2 Hours 26%
5% ]
’ _ 15%
Detailed
2-6 Hours 16% Reports
Never J
Researched Facts and
Before Making a >6 Hours 10% Figures
Donation
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C. DONORSO® | NFORMATI ON NEEDS

. . . . HOPE
Donors are looking for information on the efficiency CONSULTING

and effectiveness of an organi za

0Select the most 1 mportant piece of 1 nfor mat
sought out before givingo

0% 5% 10% 15% 20% 25% 30% -
P T e e e A For better or for worse,

Amount to “doing good" (vs. OH) 25% Overhead Ratio is the #1
The amount of good the org is accomplishing 24% piece of information
I donors are looking for
How the org will use the donation 18%
Approach to solving the problem 8% A In generaL people are
Endorsement by trustworthy org or person 7% IOOking fOI’ COmeI’t that
their money will not be
Quality of organization's team 5% N , ~
owastedo (top 2
What the donation will provide 4%
Size of the challenge org trying to address 4% A People care abOUt
f scandal 0 information on the
Negative information (scandal, etc 20 . .
’ | organization more than
Other | 1% information on the size of

the problem (4%)
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C. DONORSO® | NFORMATI ON NEEDS

, . HOPE
eéand donors typically | ook twogung |

collect information

OPl ease select the single most valuabl e sou
informationyou usedo

0% 5% 10%  15%  20% A Many donors go directly
The organization $ web-site 16% to the Organization
Employee/Volunteer at the NP 14% (3 Of tOp 4 responses)
A friend or family member 149 .
: ’ A Only 10% use
fici 0 . .
seneficiany 11% intermediaries that
Internet search (e.g., Google) ] 10% evaluate a Wlde range Of
Website that has info on many NPs 10% nonproﬁts as their primary
Presentation at an event | attended 8% source of information
E-mails or mailings from the NP 4%
Other 4% A If there was astrong
I demand for information,
Grant proposal or annual report 4% .
] there would likely be more
TV t dia article/vid % .. . .
news report or media article/video | 3% act|V|ty with internet
Advisor (e.g., I_awz%r, financial é searchesandadvisors
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D. DONOR SEGMENTS

. - HOPE
Donors are not alike. We found that, statistically, donors CONSULTING

break out into six behavioral segments

Repayer Casual Giver High Impact

ol give to my ol primarily veltgiwel It o t hag
known nonprofits through a that | feel are generating

ORI B PR RGO payroll deduct fbnt mg gwoe &téest s

that have had an impact
on me or a | o 0l donated $1@OO0OM®Isculpport ca
could host a table at the seem overlooked by
evento ot her so

Faith Based See the Difference Personal Ties

oWe give to ou chlurtchionk it 6s ol only give

. . support | ocal familiar with the people
oWe only giwv t o
who run an org

organizations that fit with ol only give
our religi ousil badanizatibrs where | feel | OA | ot of my
can make a dif response to friends who ask
me to support their causes 0

Note: Segments based on statistical analysis. See appendix for details
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D. DONOR SEGMENTS

HOPE

CONSULTING

Each segment has different motivations for giving

Casual High Faith See the Personal
Core Drivers of Giving 1! Repayer Giver Impact Based  Difference Ties

Cause impacted me or a loved one ﬁ38%

Org is established and respected  27%
| will be recognized or appreciated 1 4%
Easy to give through work I 3%
Good social events or gifts I 3%
Focused on underserved social issue B 18%
Org better at addressing social issues B 12%
Fit with religious beliefs N 5%
Org works in my local community Hl 30%
Org is small - gift makes a difference W 16%
Familiar with org/leadership  26%
Friend/Family asked me B 10%
In social or professional network 1 5%

Try to support friends' charities 1 3%

1.The segments were derived by grouping individuals who had si rmarindtple pri orities
segmentations from3 -9 groupings) and found this breakout of sydpneserd thgrefetive importdance ofeacht he mo st
vari able to each segmentds decision making for charitabl e gi vi 38go.wasdcdmovedfiorm de e
the . anal ysis (ito8s. more of _ a_ .t adpdciéicdscisiankmakinghSeeiappendid fiorifuvtieerdetalsons e gtimeenmethodology ... ..
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D. DONOR SEGMENTS

HOPE
Repayer has the largest number of donors; CONSULTING

Personal Ties has the largest amount of donations

% % MEAN MEDIAN
POPULATION DONATIONS DONATION!? DONATION?

See the Difference $10,000 $2,500

1. Refers to all donations. 2. Refers to all donations. Estimated as people entered their giving in ranges (e.g., $1,000 - $2,499) vs. directly inputting the
amount. 3. The reason that Personal Ties has such a large % of donations is because, in our survey, a disproportionate # of p eop le who gave >$1M / year
fell into this category. This may be unsurprising, as many other reports discuss the importance of personal connections for v ery high net worth donors
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D. DONOR SEGMENTS

: L HOPE
There is at least $5B of market opportunity in each CONSULTING

segment

Market Opportunity by Segment ($B)

Switchable Donations A Sufficient market opportunity
exists in each segment

Repayer $2.2

$5.9 A Faith Based and Repayer are
the most loyal segments (93%
vs. 86% overall)

Casual Giver

High Impact $3.0

A The least loyal segments are
$2.6 Casual Givers & See the
Difference (80%)

Faith Based

See the

Difference A The Personal Ties switching

opportunity is driven by the
$8.4 high current donation per
person

Personal Ties
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E. DEMOGRAPHICS

- . . . . HOPE
Segments donot vary signi fi coang |

demographics are not critical predictors of behavior

Segment mix is similar

across genderé éageé éand i ncome
100% - 100% - 100% -
B Personal Ties
80% 1 B See the 80% 80% 1
Difference
60% - B Faith Based 60% - 60% -
40% - m High Impact 0% - 40% -
M Casual Giver
20% - 20% - 20% +
W Repayer
O% T 0% -1 0% T T T T
Male Female 18-39 40-49 50-59 0+ $80- $150- $300- $750K+
$149K $299K $749K
Responses to other questions in the survey did not vary much by demographics o

most importantly, high net worth individuals responded similarly to everyone else

Note: breakouts on this page are for the raw data in from the survey, before adjustments were made to rebalance for populatio n d emographics
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INCREASING CHARITABLE DONATIONS FROM INDIVIDUALS

. . . HOPE
Recommendations for obtaining more donations from CONSULTING

Individuals by improving the donor experience

A. Segment on behaviors, not demographics

B. Tag and track your donors by segment

C. Determine what segments are best for your organization, given your strengths
D. Develop consistent outbound marketing that appeals to target segments

E. Prioritize investments based on what will drive donor behavior

F. Capture donors early

G. Understand how to manage different segments when approached
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RECOMMENDATIONS FOR NONPROFIT ORGANIZATIONS

HOPE

CONSULTING

A. Segment on behaviors, not demographics

Why Do This How to Segment
A Nonprofits segmentations are often Repayer Casual Giver
based on demographics, especially ol support o o1 give to
age and income that have had an nonprofits because it

impact on me or a i sndt very c
| oved oneq(

A However, differences in age and
income do not point to differences in
how donors give, or what they want
A While it may be useful to spend more ol give to t oWe give t

time with affluent donors because they that | feel are organizations that fit

- generating the greatest with our rel.i
are often willing to donate more , they SOah ol Hee
should not be targeted  differently

High Impact Faith Based

A Itis more useful to segment based on Personal Ties See the Difference

what drives donor behavior, and ol give whe lolamnly gi V4
would thus influence the message and

familiar with the people organizations where |
who run an feel | can make a
approach for that type of donor organi zati@ino difference

MAY 2010 HOPE CONSULTING : 28



RECOMMENDATIONS FOR NONPROFIT ORGANIZATIONS

HOPE

CONSULTING

B. Tag and track your donors by segment

Why Do This Howto Tagand Track (1 1 1l ustrati

A Because different donor segments Please answer the following three questions:
_respond to dlfferen_t hOOkS_’ Itis 1. Why do you donate to our organization?
important to know into which segment A. Aloved one was afflicted by the disease

a current or prospective donor falls B. Afriend asked me to
C. Donated at 25 ™ anniversary event
R

®

A Segment tags can (and should) be . -
2. What do you like most about our organization?

tracked n an organi z A. Strong religious principles
database B. More effective than similar nonprofits
C. é
A Determining which segment a donor is 3. Howé r

in is very doable; it can be as easy as
asking a few behavioral questions for Name  Address Donation When  Segment
each donor (agai n, t F sohnboe 142 oak ss0@ 12/5/09  High Impact
based simply on demographics) Suekim 88 Chest 6250 ¢ 9/1509  Repayer

JmSmith 42 Pine $n5é 1/1/10 Casual Giver
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RECOMMENDATIONS FOR NONPROFIT ORGANIZATIONS

. . HOPE
C. Determine which segments are best for your CONSULTING
organization, given your strengths
Why Do This How to Pick Target Segments
ANonprofits candt be . Define what you stand for
people, and certainl

market themselves as such . Assess what you do best, and what
makes you distinct

A The best way to set your organization
apart from others is to be clear on
your strengths, and market yourself

Look at your current donors 6 why do

they donate to your organization, and
into which segment do they fall?

accordingly
. Now, look at the six donor segments @
A There is sufficient headroom in each select those that are the best fit for your
segment, so the available dollars organization
should not dictate where a nonprofit
focuses Some potential examples:

A Susan G. Komen : Repayer , Personal Ties
A A Local Shelter: See the Difference, Faith Based
A TechnoServe : Repayer , Personal Ties, High Impact
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RECOMMENDATIONS FOR NONPROFIT ORGANIZATIONS

. . . HOPE
D. Develop simple, consistent outbound marketing CONSULTING
that appeals to target segments
Why Do This Some | dease
A Donors give for different reasons, and A Create outbound marketing approach
thus respond to different appeals that appeals to target segments, i.e.,
A Channels for communication and asks
A Donors want simple information, and A Look and feel of website and images

are not willing to do a lot of research A Consistency in all messages
A Communicate a few, simple messages
A Simple story that appealsto 1 -2 segments
A Supported by a few key metrics

A While many donors want general
performance information, and want to
know how their gift will be used,
different segments have different
oOhooksdé that will i
A E.g., a hospital could focus on:

A Clrefrit%brietf ?]urgrrr}]aries éasks florV .
ns IOdonors, nuanced by target seggment

a) appea”ng to the families of current When you donate to [org name], 99 cents out of
andpastpatients; every dollar go to help t
b) how they benefit the local Community Do you remember the great times you had at ____
c) their quality vs. other hospitals University? Well, now we
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RECOMMENDATIONS FOR NONPROFIT ORGANIZATIONS

o . . HOPE
E. Prioritize investments based on what will drive donor CONSULTING
behavior
Why Do This How to Prioritize Investments

A Nonbrofits should onlv invest where it We measured the importance of various traits
P y for the sector as a whole (see pages 17 - 18);

YVi” change behavior 6 and.should not nonprofits could survey their donors to see how
i nvest where it wonOot theyperformon each of those dimensions

A Nonprofits need to understand what 10
donors want and how donors feel that

the nonprofit performs on those criteria
A Nonprofits can attract more donors by
i mproving on Odunsatisfi e€dos
c

0.9
0.8

0.7

A Nonprofits can save time and money by S 05 -

cutting back on areas of over  -investment é 04 -

) 03

A Requires being strict 60 Wi | | changi ng .

what we do here really cause donors to 01
[no longer] give to us?q,

00 0.1 02 03 04 05 06 07 08 09 1.0
Performance
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RECOMMENDATIONS FOR NONPROFIT ORGANIZATIONS

A
F. Capture donors early
Why Do This Some | dease
A Most elements of donor behavior A Engage young people who S&!,Z/Z
dondt vary with age o corréspoodowiieyour target -72’7&‘\\5'
segments and have strong .
A Further, donors are rather loyal, so: earning potential BRAVO! CLUB
A Once they donate, they are yours to lose A Young donors program  (e.g., Bravo Club)
Alf you dondt have them A Bringyound, eopn@oted professionals to
started to give, they are hard to convert the Board (e.g., Young Associates Board)
A So, while many nonprofits target ABecause an organizat.
wealthy, older donors, it may be are disproportionately likely to give to
better to target younger, less affluent that organization, create opportunities
donors that have earning potential for young people to volunteer

A Partner with firms with young professionals
(banks, consultancies, technology, etc)

A Invest in the lifetime potential of donors,
not just this year os
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RECOMMENDATIONS FOR NONPROFIT ORGANIZATIONS

. HOPE
G. Understand how to manage different segments CONSULTING
when approached
Why Do This How to Manage Different Segments

A Targeting and messaging to chosen
donor segments is for outbound
marketing

1. Develop 3 reasons why each segment
should donate to your nonprofit, and
communicate to all fundraisers

AHowever , when donor s . Create a simple set of questions that you
targetd segments com ask each prospective donor when you

should not be turned awa meet him/her
y A Can be standard questions with responses

that will assign each donor to a segment,
e.g., OWhy are you 1inte

A As a result, it is important to have a : : ,
or gani z a(SeeRec@?2)

clear set of talking points to use with
each donor segment, not just your . Emphasize the messages appropriate for
target segments, to maximize your that segment

ability to appeal to them

4. Tag and track the donor over time
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INCREASING DONATIONS TO HIGH PERFORMING NONPROFITS

Executive Summary

Key Findings

HOPE

CONSULTING

Recommendations & To Increase Funding

to High Performing Nonprofits

A. While donors say they care about nonprofit
performance, very few actively donate to the
highest performing nonprofits

B. Changing this behavior will be difficult given

donorso varied motivations

to the nonprofits to which they give, and the fact
that they believe that nonprofits perform well

MAY 2010 HOPE CONSULTING

There are three primary opportunities to
improve the quality of giving:

1. Closing the o0care vs. ac:
2. Closing the oquality inf
3. Closing the o60good vs b

The o0Care vs. Actd and 0Que

gaps are the top priorites and can be

addressed concurrently by

1. Providing simple information donors will use

2. Pushing information to the donors

3. Building broad awareness around some
select key messages

The opportunity to close tF
gap lies with the High Impact segment

Foundations can also help direct more capital
to high performing nonprofits by helping them
to develop superior fundraising capabilities



A. DEMAND TO DONATE TO HIGH PERFORMING NONPROFITS

HOPE
The majority of people say that nonprofit performance CONSULTING

I S I mportant e

oOoHow much do you pay attention to the

67 85% of respondents answered 5 or 6 to
c one of the three highlighted responses
4 -

3 -

2 |

1 |

O 1 I I I I I I

2 D C $ Q o Q O »
Q Q] \Y -/\,O o @ @ ©) %) Q RN x ) ©) N
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Average score from respondents ona 1 6 scale where 6 = 0l pay extremely c¢close attention tobo
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A. DEMAND TO DONATE TO HIGH PERFORMING NONPROFITS

, HOPE
é However, very few peopl e sopend O

Il nto 1 teé

People say they care about nonprofit

performance, but few look into it Comments from Focus Groups
Reaomdents Giving to charity st
100% - thing in my I|ifebo
85% i i
80% - ol donodot want to sper
researcho
60% -

OWith known nonprofit
40% - 35% a scandal, you assume they are
doing well with your

20% - N . .
’ O[ Third party validat
another layer of effort for me. | would
% | | have to figure out whether the ratin
State that Do research on any gift g g
performance is "very company is reputableor t r ust wor t

important” (1)

1. % responding5or6onal -6 scale, where 6 = 0l pay extremely close attention tobo
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A. DEMAND TO DONATE TO HIGH PERFORMING NONPROFITS

€ When they
Il n t he | evel

do
0

HOPE

resear ch onl yowsgne g

f

soci al | mpact an

| mportant piece of informat

0Sel ect t he

mo s t

you sought out bef or e @immentsfgom Focus Groups
0% - 10% 2% 30% 0l |l ook at what per
Amount to "doing good" (vs. OH) 250 dollars actually goes to those

The amount of good the org is
accomplishing

How the org will use the donation

Approach to solving the problem

Endorsement by trustworthy org or

person

Quiality of organization's team

What the donation will provide

Size of the challenge org trying to
address

Negative information (scandal, etc)

Other

8%

7%

5%

4%

4%

18%

I 24%

being helped. | will look that up if it
i s easy to findo

o | | ook f or 25% or
s too hard to m
ct o

Om notf oau nndiantii on ;
eat me | i ke onebod
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A. DEMAND TO DONATE TO HIGH PERFORMING NONPROFITS

, . HOPE
é and they wuse that 1 nf or ma toNmgin

donation, not to choose between organizations

For the 35% that do research, it is
often to oOovalidated their choi ce of

charity Comments from Focus Groups
% of the 35% th <
0rteseearchtat ol j ust want t o ma k e 5
100% - Ohurdle the bard, I d
muc ho
80% -
63% ol just want to ensur
60% - throwing my money awa)
40% - o o | canodot determine whi
24% o nonprofit, but | can find out if a
20% 1 13% nonprofit is badoéd
0% - ' ' OWe give to faith bas:
To determine To help me To help me .
whether | would  decide how choose they are accredited b
make a gift to much to give between
this organization multiple orgs
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A. DEMAND TO DONATE TO HIGH PERFORMING NONPROFITS

HOPE
So, overall, only 3% of people donate based on the CONSULTING

relative performance of a nonprofit organization

Total Cares About Does Any Researches s bEEEs

Population Performance Research + Performance

on relative
performance

O 3%

100% 85% 32% 21%

-/

N o t e srepre8ent total people. So, while 35% research, only 32% care about performance AND research
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B. BARRIERS TO CHANGING BEHAVIOR

HOPE

CONSULTING

Changing donor behavior is an uphill battle

A Sadly, the reality is that very few donors actively try to give to high
performing nonprofits when they make their charitable contributions

A Changing these donorsd behaviors wil| b e
due to three critical barriers:

1. Donors dondét give to Omaxi mize I mpacto
0l give because it makes me feel goodbod

2. There is no Oburning platformd to motivate
ol dondt research, but | am sure that the n
doing a great |jobo

3. Donors are loyal
0l give to the same organizations each year
t hato
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B. BARRIERS TO CHANGING BEHAVIOR

gl

Vv

e t o

| mpact o

. .HOPE
ma x i micopvgnc t

segment

C

Importance of Key Drivers of Donation | mportance of o0Organi
(for population overall) Than Ot hers at Addr ess
| 0% 5% 10% 15%
Care deeply about the cause 33% ' ' '
Cause impacted me / loved one | 12% Repayer 1%
Fit with religious beliefs | 11%
Org established and respected : 9% Casual Giver 504
Org works in my community 7%
Familiar with org/leadership | 7% |
Focus on underserved social issue | 5% High Impact _ L2
Org better at addressing social issues 7- 4% T
Org is small - gift makes a difference | 4% Faith Based 1%
Friend/Family asked me to give | 2% i
| will be recognized or appreciated : 1% Personal Ties 3%
In social or professional network 1%
Easy to give through work | 1% |
Enjoy benefits (so;,il%l events, giSeetheDifference 2%
Try to support friend's charities | 1% )
oo e 43
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B. BARRIERS TO CHANGING BEHAVIOR

. . HOPE
Donors feel that nonprofits perform well d there is no CONSULTING

Oburning platformdé for them to <

Importance vs. Performance 1
~

AEase of

A For the most part, we see a high

donating )
ALeadership correlation between what

quality donors say is important and how
AEffectiveness

well they feel nonprofits perform

ADirect use
ARegular reports
AEndorsements

AcCan get
involved

A This correlation is more stark than
one would see in most other
industries

Importance to Donors

A Innovative
Approach

AContact w/
beneficiaries

ASocial events

A This creates a big challenge to
getting people to do more
research -- they see no need to

AGifts do so
ARecognitiog
Performance of Nonprofits
1. Donors were asked to rate the importance of various elements of giving, and the performance of the nonprofits to which they d onated, on 1 -6 scale
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INCREASING DONATIONS TO HIGH PERFORMING NONPROFITS

. . . HOPE
Recommendations on how to increase funding to CONSULTING

high performing nonprofits

A. There are three primary opportunities to improve the quality of giving:
1. Closing the o0care vs. acto gap
2. Closing the oquality informationd gap
3. Closing the o0good vs. bestd gap

A. The o0Care vs. Actd6 and oQuality I nfor ma
and can be addressed concurrently by
1. Providing simple information donors will use
2. Pushing information to the donors
3. Building broad awareness around some select key messages

B. The opportunity to close the 0Good vs.
Impact segment

C. Foundations can also help direct more capital to high performing
nonprofits by helping them to develop superior fundraising capabilities
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RECOMMENDATIONS TO INCREASE DONATIONS TO HIGH PERFORMING ORGS

. . . HOPE
A. There are three opportunities to improve the quality CONSULTING

of giving

A While this is an uphill battle, we do see hope

A 85% people say they do care about nonprofit performance

A 60% of people say they will change their giving if nonprofits do a better job on
areas that are important to them

A We know that people do research for other decisions in life when they have

ready access to quality information

A Overall, we see three key opportunities to improve the quality of giving
1. Getting people that care about performance to do some research
2. When people research, getting them to care ;
3. Getting people to care about making the O6be.
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RECOMMENDATIONS TO INCREASE DONATIONS TO HIGH PERFORMING ORGS

A. The three opportunities to improve the quality of
giving

HOPE

CONSULTING

Cares About

Performance

Does Any
Research

Researches
Performance

Gives Based

+ on Relative
Performance

85% 32% 21% 3%
Opportunity 1: Opportunity 2: Opportunity 3:
The o0Car e The O0QualilThe 0Good vVys.
Gap | nf or mat i on Gap
Get people to act on Get people to care Get people to give to
their interest in nonprofit about social impact the top nonprofits, not
performance by doing and other measures of just those that are
some research performance 6good enoulgho

Be
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RECOMMENDATIONS TO INCREASE DONATIONS TO HIGH PERFORMING ORGS

. . HOPE
B . We bell eve t hat t he o0 Car eonsuwyng

|l nf ormationdé gaps are the first

A These gaps address ~2/3 of all donors , representing $110B of annual donations

A Making a small change on these donations will have more impact than even a doubling of
the donors that try to give to the highest performing nonprofits (which currently represent just
$5B of annual charitable gifts)

A Changing individual sd behavior is very difficult
giving space. Giventhatd onors state time and again that nonprofit performance is
important to them, we feel that getting them to lookat r esearch i sndt a sign

their core behaviors
A The core behavior that can be maintained is using information to validate gifts, not
choose amongst different nonprofits, which will be harder to influence
A Addressing the oQuality Inmbebaviorehchangess 6 gap requi

A Addressing these opportunities will disseminate performance information broadly, which will,
in turn, motivate nonprofits to perform better and be the tide that lifts all ships

A Getting simple information on nonprofit performance out to donors will help break down the
belief that donors think that all nonprofits are strong performers

A When getting donors to look at information, it is possible to simplify the information they
receive and in doing so, improve the quality of information
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RECOMMENDATIONS TO INCREASE DONATIONS TO HIGH PERFORMING ORGS

. ) . HOPE
B. The oCare vs. Acto and o Quvay |

can be addressed concurrently

Gives Based

Cares About Does Any Researches

on Relative
Performance Research Performance

Performance

85% 32% 21% 3%

\ Care vs. Act Gap /\ Quality Info Gap /

A Many initiatives will address both of these opportunities simultaneously
A Three ways to address these gaps:

1. Providing simple information donors will use

2. Pushing information to the donors

3. Building broad awareness around some select key messages
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RECOMMENDATIONS TO INCREASE DONATIONS TO HIGH PERFORMING ORGS

CONSULTING
B1l. Provide Simple Information 6 What is Needed
Why Do This What Is Needed
A When we look at the 35% of people A Donors who care about performance
that do any research, we see that: but DONOT research tc
A Donors do not spend a lot of time  doing interested in i.nfor.mation that is:
research (75% spend < 2 hours) A Simple and digestible
_ _ _ _ A Validates performance
A Donors are looking for simple information
(62% wan.t facts and figures vs. more A Further, to create change across
elaporate info) many donors, information must be:
A Donors are looking simply to  validate A Easy for sector to market and message
nonprofits (ensure they AaGorsistentwitihgwdonpig abgorb
bad donation), which has a lower bar information today
for information and negates the need i _ _ _
for comparative metrics A However, what is not required/desired

A Donors look to the organization & and to (fr Q m .a d.o noros 'p ersi
A Consistent information across nonprofits

!oeople glose toit  dto provide A Information that compares nonprofits to
information each other

A Detailing methodologies/scoring systems
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RECOMMENDATIONS TO INCREASE DONATIONS TO HIGH PERFORMING ORGS

HOPE

CONSULTING
B1l. Provide Simple Information 6 Some Potential Ideas
Example Rationale
A Simple
We are a oBest Bw¥alidating
Seal of Approval Charityb A Bar can be set as high

as one wants

. Before you donate, ask A Simple
3 Key Questions your nonprofit these A Marketable
three questions A¢elp move from OH

PEOPLE
: LOWE us A Get info from people
Peer Reviews Sﬁﬁ& & REAT*Nonprofits A Can get heavy traffic

Loct vear Thisvew A Achievable by most

: . A Shows progress
Year -0n- Year MetnCS Entrepreneurs Assisted 300 450 -
Income from Enterprises $1.3M $3.2M A Comparable info w/o

comparing nonprofits
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RECOMMENDATIONS TO INCREASE DONATIONS TO HIGH PERFORMING ORGS

. . . HOPE
B1. Provide Simple Information & Further Thoughts on CONSULTING

t he oSeal of Approval o

A This is a o06do it for medé evaluation of a
A Could be a seal or a simple star rating

A There are three basic options for creating such a validation
A Current intermediary could establish (e.g., GuideStar , BBB, Charity Navigator)
A Could license a seal from an existing certification organization (e.qg., TRUSTE
A Intermediary could pull information from multiple evaluation organizations

A The bar could be set as high as desired (i.e., 75% of nonprofits pass, or 15% pass)

p>N

We see the validation itself evolving over time as the quality of information
improves, and could ultimately be able to take into account the following:
1. Start with transparency and accountability
2. Quickly add in financial efficiency (not just OH)
3. Then bring in commitment to social impact, as proxy for impact
4. Finally, incorporate an assessment of social impact

Alncluding these items will help address t
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RECOMMENDATIONS TO INCREASE DONATIONS TO HIGH PERFORMING ORGS

HOPE

CONSULTING
B2. Push Information to Donors 0 What is Needed
However, donors do check
Donors do not look to other sites for information
portals for information before they buy goods
Most Important Info Source Website Hits / Last A Donors that research
0% 5% 109615%20% 30Days (0000s) arend6t goi-ng t
The organization $ web-site 16% 0 500.000 party sites Where info on
1 nonprofits is collected
Employee/Volunteer at the NP 14% Amazon 369100
A friend or family member 14% - A However. donors do gO
Beneficiary | 11% Yelp | 37775 to the nonprofits itself (in
Internet search (e.g., Google) 10% . particular, the Website)

Website that has/llllllld0%n magnsumer Reports 5041
i Aéand consdomer s

Presentation at am@event | é
7 , : research and compare
E-mails or mailings from the NP 4% Charity Navigator 737 . P
: | items before they make
Other |7 4% _ other purchases
Grant proposal or annual report 4% Guidstar 612
TV news repor|t 3% medi aé | AWhatisneededistoget
Advisor (e.g.. Ilagoper. financi Givewell | 131 the information to where

. . donors will see it
1. Source: Alexa.com
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RECOMMENDATIONS TO INCREASE DONATIONS TO HIGH PERFORMING ORGS

HOPE

CONSULTING

B2. Push Information to Donors o Some Potential Ideas

Example Rationale

ADonorsdo #1
Nonpr o fitséo information source
. , A Donors view charity as
(directly on We have just bee W odiiierent

homepage, etc.) VO PN YWY Y, a-saction -may not
use trad . info sources

www.nonprofit.org/home

US News and World Report
A Heavily trafficked

Mainstream A Known for ratings
News Following our r at /ENURCEREREIE
the 100 |/

Consumer Reports A Heavily trafficked
A Known for ratings
A Nonprofit itself

A Can use partners
- A Respected

Rating Agency
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RECOMMENDATIONS TO INCREASE DONATIONS TO HIGH PERFORMING ORGS

HOPE
_ CONSULTING
B3. Communicate Select Messages Broadly
Why Do This Some | dease
A Regardless of its usefulness, nonprofit A Media campaign that seeks to land a
efficiency/overhead has become a coherent message on performance,
oft -requested metric and give donors a concrete way to
A The #1 piece of information donors look act on that message
for is the % of costs going to overhead A Focused on the media people use:

mainstream media (e.g., CNN report,

AéBut overhead alone caR(E?’A‘Tcldaé/Ie;‘F?_J’OSg)C?ImfedC')ar Che ¢

how well an organization performs mean qualityé

A A broad campaign is needed to A Collaboration among organizations
sensitize donors to the importance of trying to evaluate nonprofits to design
perfor manceé a streamlined approach to measuring

nonprofit effectiveness

AéAnd to prompt nonprofA480%0gsolution people
0100% correctodé solutio

actively measure and manage to A Done in a way that enhances (vs. takes
effectiveness time away from) nonprofit management
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RECOMMENDATIONS TO INCREASE DONATIONS TO HIGH PERFORMING ORGS

. HOPE
C. The opportunity to cl ose <tsihne

lies with the High Impact segment

Gives Based

Cares About Does Any Researches .
on Relative

Performance

Performance Research Performance

85% 32% 21% 3%

\ Good vs. Best Gap /

A Thisgap is more difficult to close, as it requires:
A Donors to change their  behavior A spend more time & compare  vs. validate nonprofits
A Foundation/intermediaries to call out undmtXpoer f
A Consistent and measurable information across nonprofits

AThe only donors who can be influenced here
A Only group that cares about maximizing impact of their donations

A Given the challenge of closing this gap, we see this as a secondary priority
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RECOMMENDATIONS TO INCREASE DONATIONS TO HIGH PERFORMING ORGS

. . . HOPE
D. Foundations can also help high performing CONSULTING
nonprofits to develop superior fundraising capabilities
A Getting donors to give to the highest performing nonprofits is hard
A Donors do not actively give to the highest performing nonprofits today
A Donors do not indicate that they are interested in doing this in the future
A While there are things that can be done to change that, there are other ways
to direct more capital to the highest performing nonprofits in the near -term

A Specifically, foundations can help the

performingd to i mplement new tactics
capabilities. By being better at fundraising, these nonprofits will be able to

obtain a higher share of the individual

A Target 1 -3 behavioral segments with outbound messaging and donor experience
A Identify, tag, and track donors by segment

A Prioritize investments based on what will drive donor behavior

A Donors do not indicate that they are interested in doing this in the future

A These tactics are not easy to implement, so will require coaching and
capacity building
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1. Executive Summary p 80910
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REALIZING THE MARKET POTENTIAL FOR THE IMPACT INVESTING MARKET

HOPE

CONSULTING

Context: How we odefinedo i mpact

A We began our survey by presenting respondents with four different
concepts of impact investing (see next page)
A Since many people are new to impact investing d and those who are

familiar with it define it differently o we found that the concepts engaged
people better than a definition when we tested them in focus groups

A In order to avoid bias, we rotated each of the four concepts so that each
concept was the first one presented to a quarter of respondents

A The concepts all actively seek to create a social or environmental
benefit, which distinguish them from
il nvesting, including Onegative screen

A Each concept contained the same core elements, which we then
used to define impact investing later on in the survey (see next page)
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REALIZING THE MARKET POTENTIAL FOR THE IMPACT INVESTING MARKET

Cont ext How we

Started with Four Concepts 1

HOPE

CONSULTING

odefinedo I mpact

Then Provided Common Definition

Investment with a Social Bonus:
Focused principally on financial
returns, but through opportunities that
deal with social / environmental issues

Helping People Help Themselves:
Microfinance example, targeting low
level of financial return

Business Solution to a Social Problem:
Focused principally on achieving a
social benefit, but also seeks profit

Sustainable Charity:
Loan to a charity to help it start a
business, targeting low level of return

1. Paraphrased from full text used in survey

MAY 2010 HOPE CONSULTING

All of these concept sé
A Allow you to put money towards an
opportunity that creates a social or

environmental benefit

A Attempt to return at least the principal
invested

A Offer a return on your money (which
varies by opportunity)

A Are not tax deductible



REALIZING THE MARKET POTENTIAL FOR THE IMPACT INVESTING MARKET

HOPE
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Executive Summary

Recommendations & To Unlock the
Key Findings Impact Investing Market

A. Most individuals are open to impact investing, but For organizations trying to unlock this market:
need to know more

A. Clarify what impact investing means
B. There is $120B of market opportunity, half of which

is for smaller (<$25k) investments; even the
wealthy want small investments

B. Build awareness of impact investing and the
opportunities available for investors

C. The opportunity is greater when positioned as C. Develop and disseminate information on impact
investments, not alternatives to charity investing to financial advisors
D. Once people get involved, their willingness to For all organizations involved in impact investing:

invest increases (ramp in effect) D. Structure products with small initial investments

People discover & transact through their advisor (<$25,000)
F. The key barriers investors see relate to the E. Tailor products and messages by segment, to
immaturity of the market, not the social or appeal to different motivations

financial qualities of the investment opportunities

. : F. Make opportunities accessible to investors
G. Overall, downside risk is more important than

upside financial returns G. Position these as investments, not as alternatives to

H However, those gener al pr e SR
to each investor. We found six discrete segments H Address barriers related to
that have different priorities and motivations immaturity, which are consistent across segments
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A. UNDERLYING INTEREST IN IMPACT INVESTING
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A majority of individuals are open to impact investing

~50% are interested, and another
40% have not cl osed out the | deaé

Very Interested Not at all A ~50% are interested
10% interested
13%

A 87% have not closed out
the idea

A Even though only 12%
have invested before

Inter Not Yet Sure
but W 40%
Learn More

38%
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