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INTRODUCTION

About Hope Consulting

BOUTIQUESTRATEGYC ONSULTINGFIRMé é WITHA SOCIAL SECTORFOCUS

A Founded in 2009 :
A San Francisco, CA TI%):KEFEHER FOUNDATION

A Hope Neighbor, Founder and CEO

THE WILLIAM AND FLORA gq
HEWILETT N
We serve clients i foundations, nonprofits, & FOUNDATION GUIDESTAR'
select mid -market companies i by offering:
i Program strategy and design ﬁm"% Tha N
fi Organizational development al .ﬁa-b— USAI D COI}i%san(;e
i Mission aligned fundraising strategy %’m oo FROMTHE AMERICAN PEOPLE y
i Market analysis and customer research
i Growth strategy and strategic planning B
[LL& MELINDA
(GATES foundation

Our areas of focus include philanthropic
effectiveness, impact investing , financial

services, and healthcare F TECHNOSERVE

Business Solutions to Rural Poverty
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Driving Dollars to the Highest -Performing Nonprofits

For more information, please contact us:

iInfo@hopeconsulting.us
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The Motivation for the Money for Good Research

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 original Money for Good project (MFG1) was to seek
the 6 voiof the c u st o nor rcharitable giving .1 This perspective has been
lacking in the sector to date . As the Hewlett Foundation and McKinsey & Co.
noted in their report 0 T hNonprofit Mar k et p |there as,atneed to 0i nvie st
research that clarifies d o n o mativations, needs, and decision -making criteria .6?

Hope Consulting conducted the original MFG1 research in early 2010, which
included a comprehensive study of donor behavior, motivations, and
preferences for charitable giving . Money for Good Il (MFG2) began in late 2010
in order to build on the initial fact -base, further our understanding of charitable
giving, and look at ways in which we could influence giving behaviors .

1. Money for Good also looked at impact investing, though it is not relevant for this discussion.

2. 0The Nonprofit Marketpl ace: Bridging the I nformation Gap in Phil8&nthropyo,
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The Objectives of Money for Good Il

A In MFG1 we found that donors  say that how well a nonprofit performs is
important, but few actively try to fund the highest performing nonprofits
A 9 out of 10 donors say that nonprofit performance is important
ABut only 3 out of 100 research to find ¢t

A Money for Good Il (MFG2) came about to dive further into those
findings, and to expand the scope to include those who advise donors
(advisors) and foundation grant  -makers (foundations).

The specific objectives for MFG2:
A Determine how Individuals, Foundations, Advisors research nonprofits
A Quantify the interest within each user group to fund HPNPs

A Determine what type of information, packaging, and channel are of greatest
interest to each user group, and will drive giving to HPNPs

A Define how organizations throughout the sector can use this information
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Project Structure

A MFG2 has been led by GuideStar and Hope Consulting, with generous
support from The Bill and Melinda Gates Foundation, The William and
Flora Hewlett Foundation, and Liquidnet

A The project has also benefited from the input and guidance of its
advisory council, which included:
A Katya Andresen, Network for Good
A Laura McKnight, Greater Kansas City Community Foundation
A Katherina Rosqueta, Center for High Impact Philanthropy, University of PA
A Cynthia Strauss, Fidelity Charitable Gift Fund
A Kim Wright -Violich, Schwab Charitable
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How We Are Going About It
A We have finished the first 3 phases of the project and are currently
engaged in market testing
1. Existing Research Complete - Over 25 studies
1. Qualitative Research Complete - 7 focus groups, n = 67
1. Quantitative Research Complete - 5,075 indiv. donors, HH inc >$50k

- 875 advisors to individual donors
- 725 foundation grant -makers

4. Market Testing In Process - 6 tests with 4 partners

This document focuses on the completed elements of the work, and in particular on

our qualitative and quantitative research
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How We Are Going About It: Qualitative Research
We Conducted Focus Groups with 67
People in the Following Categories Priorities for Focus Group Research
1. Individual Donors (donated $1k+ last 1. Information Needs and Priority: ~ What
year). Broke into four categories. n = 43 specific types of information are user
A. Non-researchers. Never/rarely groups looking for? What differences
reS(_earch before donating o exist by group?
B. Validators . Research nonprofits simply
to confirm legitimacy 2. Package and Presentation Preferences:
C. Comparers. Research to compare How do different segments want that
organizations to each other information to be conveyed (detail vs.

D. GuideStar users. People who use

i 2

GuideStar for information ratings)’

3. Information Delivery Channels: Who is
considered a credible source for

information on non -profits?

2. Advisors. Attorneys, financial advisors,
and others who advise clients on
selection of nonprofits. n =8

4. Impact: How likely are user groups to use
the information? How willing are they to
pay for it?

3. Foundation Officers . Foundation
employees who are involved in grant
making decisions. n = 16
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How We Are Going About It: Quantitative Research
Who We Surveyed 1 How We Did It
5,227 Individual donors When drafting our survey, we:
- 1,227 with incomes $50 -80k - Leveraged existing research to minimize
- 3,000 with incomes $80 -300k overlap with concepts already studied
- 1,000 with incomes >300k - Conducted focus groups to ensure
language resonated
873 Advisors - Talked to industry experts to obtain
- 202 Financial Planners feedback /thoughts
- 194 Accountants
- 174 Attorneys Survey covered 3 elements:
- 303 Other - Current behavior on donations, research
- Preferences for information, format,
727 Foundation Grantmakers channel (using forced trade  -offs to mirror
- 298 Independent/Family real life decisions) |
- 290 Public/Community - Impact (how much $ could be influenced

- 93 Corporate if preferences were met)

- 46 Other

1. Net responses. Some respondents eliminated due to bad data
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Summary of Overall Findings

A Individual donors and advisors want to give to reputable organizations that
wonodot O6wasted their $; foundations want t

A Individual donors rarely research, whereas advisors and foundations
research almost every recommendation / grant

A Despite these different motivations and behaviors, there are consistent

broad preferences for research packages a
A Information: Financials, effectiveness, legitimacy, basic information
A Format: Detailed 6Consumer Reports6é style rat:
A Channel/Source: 3 ' party NP info/evaluation org (e.g., GuideStar)

AéBut also i mportant nuances
A Foundations want more information, and are focused on impact/effectiveness
A Indiv. donors and advisors looking for assurance that organizations are acceptable

AEffectively meeting the usersd preference
move up to $15B to HPNPs
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Individual donors and advisors want to avoid bad CONSULTING
donations; foundations want to maximize impact

Individual Donors Advisors Foundations
A Give to a reputable A Find acceptable and A Maximize impact by

nonprofit that will make appropriate charity that funding most effective
good use of their $ fit their cl i e rofgaidatiome e d s
A Care about legitimacy, A Care about legitimacy, A High premium on
respect, and where respect, and how well effectiveness and
their money is going the charity fits with their impact, much more so

client ds desi r dhanthe other groups

A<5% said OHavd<mow said OHavd>B&G% sai d OHav
| mpact than otherpa&t than othapa&t than ot
most important most important most important
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CURRENT BEHAVIORS

. . HOPE
Individual donors rarely research, whereas advisors and CONSULTING

foundations research almost every grant/donation

ACTION RESEARCH COMPARE
Went to any source of Self described as Researched to
information before doi ng 06r es e@mpare donprofits
donating before donating
Individual 69% 3304 6%
Donors
Advisors 97% 80% 27%
Foundations 98% 89% 38%

Note: Individual donor behavior varies significantly based on their familiarity with the

nonprofit, what sector the nonprofit is in, and the type of donor

Note: Conducted at the donation, not respondent level
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After establishing their current behavior, we tested
which types of research each group desired most

HOPE

CONSULTING

Tested Along Four
Dimensions

Images Provided to Test Formats

A Information

A 7 macro types (e.g.,
Financials)

A Detail within each type
(e.g.,

nonprofitads

A Format
A Trusted source

A Channel in which they
want to receive

NOV 2011 HOPE CONSULTING

0Breakdown 79
expenseso)

Seal of Approval

~ ORSEH

//{’::._-:.L. WED 4

[+ APPROVED
| ~

s

Acknowledgement that it is a
recognized charity in good standing

Report on Nonprofit

CHARITY OVERVIEW

1. What we are trying to achieve

"W are working to reduce problems associated with...”

2. How we are going about it
“We have three different initiatives...”
3. Our history of success
“We have been working on this issus since 1934,

Singe then we have helped 1,500..."

4. Why...

A simple overview of the
organization in its own words

Simple Grade

* % Kk 7

This arganization gets 3 stars for its...

A simple rating of the nonprofit
that highlights top and bottom performers

Popularity

NONPROFIT 1
K-8 education program
focused on children who...

120,000 votes

NONPROFIT 2
New approach to treating
malaria...

80,000 votes

NONPROFIT 3
Provides funding for innovative

cancer treatments... 45,000 votes

The popularity of the organization
based on “votes” or “likes”

Detailed Rating

CHILDREN'S NONPROFITS

Owerall Score

3
1-10 Rating 10=High 2

5
Click on non) namea 8
far agditiena information -

Monprofit 1 N

Nonprofit 2 |

Nonprofit 3 s
profi

A detailed rating of nonprofits
in a field, with supporting information

Website Information Portal

NONPROFITINFO.COM
o iin, | Mion oo & peees [ Feve  Doments

2008 Expense Breakdown | R
Where the money goes |
i

Website that provides infomation on the
nonprofit, but does not “rate” it




DESIRE FOR RESEARCH

L — . HOPE
Despite different motivations and research behaviors, corgmNG

each group wants similar 1 nfor ms

Basic org info
(mission, leaders)

Legal status and

0,
Cause - 66% legitimacy

62%

Individual Donors Advisors Foundations 1
0% 25% 50% 75%100% 0% 25% 50% 75% 100% 0% 25% 50% 75%100%
) ) . ) Expected Impact
Financials 74% Financials 80%
i 4 Org's Past
Performance
Effectiveness _ 71% Effectiveness _ 68%
| i Financials
Legal stat_u_s and _ 71% _ B_aS|c org info - 64%
legitimacy (mission, leaders) Cause

Legal status and

cove I
’ 4 4 Info on Program
Reviews or - 350 Reviews or - 420 Funders
Endorsements 0 Endorsements ’ Info to compare
i g orgs
Info to compare 34% Info to compare 41% Endorsements or
orgs orgs opinions

Question: oOoOWhat t i nf or mat isoeflecti%sf respordentsiratimy mformationttypetas a Syoo6we b . -Bécale
1. Foundations ha erent choices. OProgramds Approach and Ex ptgpe of efidctidermagsa c t «
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DESIRE FOR RESEARCH

, . . HOPE
é packaged i n oConsumer RepcrowsqNs

avail able on i nformation portal s

Individual Donors Advisors Foundations

0% 25% 50% 75% 0% 25% 50% 75% 0% 25% 50% 75%

Detailed Rating (like Detailed Rating (like
56%
Consumer Reports) Consumer Reports)

Detailed Rating (like
0, 0,
>8% " Consumer Reports) - 29%

|

Website Information
Portal

Website Information
Portal

Website Information
Portal

51%

Report on Nonprofit
45% (Simple Overview) - 4%
32% Simple Grade . 19%

51% 56%

Report on Nonprofit 39% Report on Nonprofit
(Simple Overview) 0 (Simple Overview)

Seal of Approval 26% Seal of Approval

23% Seal of Approval 19%

Simple Grade - 26% Simple Grade

15% Popularity 5%

-

Popularity F 7% Popularity

-

Question: olnformation could be provided in differ ensreflsd% of respidents tatingchoicedsa f ol | «
5or 6 on 1-6 scale. Note: Images were provided for each of these categories
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DESIRE FOR RESEARCH
€ sourced from organizations:ONsugN%a

providing information on, or eva

Foundations
0% 25% 50% 75% 100%

Advisors
0% 25% 50% 75% 100%

Individual Donors
0% 25% 50% 75% 100%

] 1 1 1 J
Nonproﬁtmfo/evaluanonorg 53% Nonpr 51% Nonprofit itself
Evaluation org (e.g., 0 Nonprofit itself 47% Nonprofit info/evaluation
Consumer Reports) 48% org
Certificati 041%e x . é ) )
Certification org (ex. BBB) 47% People involved with org.
Evaluati on A0% . , é
. . Expert panel
Family and Friends 39% People involved with org. 37%
o ) Leading foundations
Nonprofit itself 32% My clients 28%
: 4 Nonprofit council
0
Leading foundations 28% Evaluation 26% x . €
Leading foundations 26% Evaluation org (ex.
b .
People involved with org. 28% Mathematica)
Expert panel 23% Nonprofit sector media
. 0 )
Media 24% Nonprofit council 23% Evaluation org (e.g.,
Consumer Reports)
Expert panel 18% Government agency 22% .
Think tank
Nonprofit sector media 22%
G t 0
overnment agency 18% Certification org (ex. BBB)
Local community 16% Think tank 15%
foundati 0 Leading universi
oundation General public 14% ¢ v
Leading universit 9
g y 12% Leading university 12% Government agency
General public 10% Media 11% Media
Question: oOoOWho would you trust to provi de tiefiect of respontents ratmgchdice asta5gré6onlar S schl® o ki n
: 17
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€ and | ocated on those websites

Individual Donors Advisors Foundations
0% 20% 40% 60% 0% 20% 40% 60% 0% 20% 40% 60%

Site that has Info on or Site that has Info on or Site that has Info on or

Evaluates Nonprofits 53% Evaluates Nonprofits 49% Evaluates Nonprofits
Evaluation org (ex. 42% Evaluation org (ex. . Nonprofit's website
Consumer Reports) Consumer Reports) 48%

Website that keeps
Nonprofit's website database of exempt orgs
Nonprofit's website 39%

Grant management

) software
Media

Government sites / IRS Grant application

Publications | currently software

use o
Publications | currently

use

Government sites / IRS

Government sites / IRS )
Evaluation org (ex.

Community foundations Consumer Reports)

Community foundations Publications | currently
use

) Media

My advisor Other

Other Other

Media

Quest iwhmre:r ed would you most | ike to find the infor mat P8&meflet % ofkeapgrelenis ratingedhoice &s y o u
a5or6onl-6scale
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. . . . HOPE
Diving Deeper: Of information available today, CONSULTING

effectiveness/impact data is the key unmet need

Met and Unmet Information Needs
(data for Foundations)

A Relative to other areas,

£ Approach/ @ effectiveness and impact
§ | Expectedimpact data are the areas where
£ users say the information is
A Past @ F.i”a”"ia's important AND is not
Performance moon @ 'Y ) meeting their needs today
Cause /
Legal Status / Legit / A _25% Sa_ld eXPeCted
impact info did not meet

Basic Info on O
asic Info on Org their needs; 33% for past

performance
Info Other
c . Funders
= omp. Info
8 8 ®
2 | @ ®
S o Endorsements
c E
Info Does Not Info Meets My
Meet My Needs Needs
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DESIRE FOR RESEARCH

Diving Deeper: Detailed ratings #1 in every test, !:)IN(SBLIT?NE

because they provide a trusted perspective

OForced Rankingdé For mat
Notes Preferences for Indiv. Donors and Advisors 1

AdConsumer Reports typed | . . .

ratings #11in every test Consumer Reports style rating 44%
A Focus groups Searchable website like GS

A Stated preferences in survey

A Forced ranking in survey (at right) 4 Star on overall performance

. oo Seal of approval - good standing
A Reasons for this include:

A Personal. User determines which 4 Star on financials
Is the bestoption: 0 Gi ve me i nf Q
ne page summary by NP
but donot t el | me what IOtgo do)é')y
A Transparent . Provides insight into Seal of approval - performance 49  Individualdata shown

Advisor rankings were

the process of the ratings
4% almost exactly the

ATust Donors dondt al wa{aaefqnpgateinto

. . L . same. Notably, had
simple ratlngs. o What i s t h egstaronperspectives on others 1% exactly the same
vested interest of the evaluator? results for the first three

Summary of popularity 1% categories
L. Tests designed to show users 8 screens, each with 4 options, User choose most and least desired of the four. Did notcondu ct with Foundations. ..
P20
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Diving Deeper:

wa nt

Specific preferences on information
differ: foundations want impact, donors and advisors
assurance

t hat

t hey

HOPE

CONSULTING

Most Preferred Specific Pieces of Information (top 8 of ~50 options)

Individual Donors

Advisors

Foundations

FIN: % to OH 70%
LEGIT: No Fraud 64%

FIN: How Don Used 60%

Transpa:_eicc;‘)l/-r: 59%
LEGIT: 501c3 56%
EFF: Track Record 55%
BASIC INFO: Mission 55%
EFF: Evid. of Impact 53%

1. After asking respondents about their interest in general types of information, as seen on page 8, we asked about specific
categories. The analysis above shows the % that rated both the macro category and the sub

NOV 2011

! HOPE CONSULTING

FIN: % to OH 69%
FIN: How Don Used 67%
LEGIT: IRS
0,
Registered 4%
BASIC INFO: Mission 54%
LEGIT: No fraud 53%
LEGIT:
0,
Transparency 52%
EFF: Evid. of Impact 51%
BASIC INFO: FIN 47%

IMPACT: Program

o 82%
it
IMPACT: Program 75%
outcomes
FIN: %itggt;? 72%
. Irlr\]/lz'?l\(l:;r:r 69%
oucomes e

BASIC INFO: Prog

0,
Desc 62%

FIN: Annual Rev,

0
Exp 62%

pre ferences within those

-categoryasab5or6onal -6scale



DESIRE FOR RESEARCH

- . . _ HOPE
Diving Deeper: Foundations desire more than twice as SRR

much information as do individual donors or advisors

# of Pieces of Information That Were
Rated oVery lll mportanto

25 ~

20 19

15 ~

10 ~

Individual Advisors Foundations
Donors

1. Refers to the total # of specific pieces of information that were desired by >50% of the respondents in a user group
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OPPORTUNITY

By better meeting the groups:l?ole%lﬂzgle

research, ~$15B can be moved to HPNPs each year

T v “Donors | dvisors | Fountons

Total Donations, 2010 1 $212B $11B $46B

% Possible to Move to HPNPs ~5% ~7-10%
Total Potential $$ to HPNPs ~$10B ~$2.4B $3.7B

Size of Population 85M?2 2.6M 120K

Potential | mpact / o0User 0%125 $925 $31,000

Most Total Highest % Highest $$
$$ Potential Interested Potential/User

See appendix for methodology
1. Source for Indiv. Donors, Foundations was  Giving USA, 2011. Foundation total includes Corporate Foundations. Advisors estimated based on data in
02010 Study of High Net Worth Philanthropydé, by The Cent er on tePHJB Hauseholl that give at
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OPPORTUNITY

Of course, changing behaviors to get iIndividual donors, !:;INCSBLIT?NE

advisors, or foundations to give more to HPNPs is difficult

A Each group is very loyal with their giving
A7585% of the total money in each of these group
A Drops the potential opportunity from the $260B these groups influence today to <$70B

A The groups do not display significant pain points with researching today

A <5% of respondents in each group did not research because of issues with the availability
of information, the quality of information, or the time it took them to research

A Individual donors and advisors in particular are difficult to address (and reach!)
A Different motivations. For most, finding  HPNPsneither the goal nor highly desired outcome

ANo downside. Giving to a 0l owé performing nonp
there is no feedback loop to inform them of this ex -post or ex -ante

A Fragmented. There are over 110M households & most of which have no interest finding
HPNPs, and over 2.5M advisors dmany of whom dondt whdre ioslanate | i er
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. . HOPE
Further, the items required to move the needle do not CONcsamNc

exist today

A The two el ements most sought out dondt exi

A Detailed Ratings : Each group iIis most interested in o0Co
A Effectiveness Information: Exists sporadically, and required to identify the HPNPs

A For the sector to provide these would require several key changes

A Heightened focus and funding for impact and effectiveness . This is an ongoing need, and
needs to be furthered. Significant funds required to move a $300B annual market

A Comfort with less accuracy . Effectiveness ratings will be subjective, and it will be difficult
to be objectively O6correctd in evaluations

A Comfort with disagreement . Given the subjective nature, many people in the sector will
always fault with any evaluation (especially if their organization is rated low!)

A Comfort with ruffling feathers . A Consumer Report like rating will naturally rate certain
nonprofits as low performers. This could lead to tension and backlash

Sector is moving in this direction. Question is, how fast and aggressively it will

move to provide A) more effectiveness information, and B) more evaluation

NOV 2011 HOPE CONSULTING
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Emerging implications & How we can move $to  HPNPs

Better information, focused on impact
LLACRRe]g| M 2. In a format that provides enough detail
Actions 3. Auvailable through appropriate

More $to HPNPs

channels
= (i More awareness of
current solutions
The Right . Focused on key causes U More research on
Focus 5. And target audiences causes and charities
U More demand for

_|_ information, creating
a positive cycle

U Changed giving
Adapting constantly behaviors

The Right

Process

NOV 2011 HOPE CONSULTING : 26
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Emerging implications: The Right Actions
1. Better information, focused on impact
A Need to provide users with a complete picture of nonprofit organizations d they desire for
info on financials, impact, legitimacy, and more, not just one data point
A Most critical need is for effectiveness / impact information 0 desired by each group, is
hi ghest unmet need, and critical to i dentifying

A Better information must be done in a way that is efficient for nonprofits, and leads to cost -
efficient, quality, standardized information for the sector

2. In a format that provides enough detalil

AExperiment with more det aistylefedrmabsBdaheysatene mostRe por t s
desired format by each group, and by researchers and non -researchers alike
1 Partnerships with brand like Consumer Reports could drive impact with donors, advisors

A Portals like GuideStar, and self -reported summaries like Charting Impact, also very valuable

3. Available through appropriate channels

APeople rarely o0shopé6 for charities, so need to
today i n particular to nonprofitods websites and s
T Will reach more people, and utilize the natural incentives that HPNPshave to publish

A Build awareness of portals/evaluators that are desired but suffer from lack of awareness
A DAFsand community foundations can help reach donors efficiently

NOV 2011 : HOPE CONSULTING Y
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Emerging implications: The Right Focus and Process

4. Focused on key causes
A Easier to make progress by focusing on where there is natural drive for research
T Majority of research (on a $3$ basis) occurs in children/youth, poverty, education, health

I Research most common (on a % basis) iIin intern

5. And on target audiences
A While many current efforts are focused on individual donors, there is less friction and a
higher potential ROI with advisors and foundations dmore aptto move $to  HPNPs
A Advisors, in particular, are interested in research offerings that exist today but are
underpenetrated as a community, and unaware of solutions
A Among donors, target first -time donors (prospects)

6. Adapting constantly
AGiven the difficulty in predicting and changi ng
like charitable giving, it is necessary to constantly try new things and adjust

See Section 7 for specific recommendations for different actors in the philanthropic

universe (e.g., nonprofit evaluators, infrastructure supporters, nonprofits themselves)
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INDIVIDUAL DONORS
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Summary

A Individual donors donate ~$212B annually  from a diverse base of 80M+ households

A Most individual donors want to give to legitimate organizations in causes of interest,

but very few try to actively seek out the
i Charitable giving is more emotional than orati

A Consequently, few research, and when they do it is to validate, not find the best

A While few research, there are pockets where research does occur with donors
i Certain donors do much more research; certain donation types much more researched

Al ndi vi dual donors show clear preferences f
information on effectiveness, financials, and legitimacy, sourced from nonprofit
information/evaluation organizations and trusted consumer brands

ye

A Changing individual behaviors wil!/ be exce

AéBut we do see an opportunity to influence
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INDIVIDUAL DONORS: MOTIVATIONS AND MINDSET

HOPE

Individual Donors contribute over 80% of all donations CONSULTING
to nonprofits, but over a very broad, distributed, base

Total Donations to Nonprofits, 2010

Corporations
 $11B!

Bequests
$23B

Individual
Donors

$212B

NOV 2011 HOPE CONSULTING

Individual donors contributed $212B
to nonprofits in 2009, plus another
$23B in bequests, or 80% of the total

These contributions are spread over
80-85 million households that

donate to charity
A Wealthiest 4% of individual donors
give ~2/3 of total donations

Large number of donors, each
giving on average a small amount
of money, makes it very difficult to
market to individual donors



INDIVIDUAL DONORS: MOTIVATIONS AND MINDSET

- . .. L HOPE
Individual Donors are looking for legitimate organizations CONSULTING

in areas they careabout onot for the O6best o

What Is Important to Donors 1

A Giving to organizations that are
better at solving social issues is not
important to many donors

0% 25% 50% 75% 100%

Org legitimate, no allegations 87%

Care about the cause 76% A O | t hi nk al | nonpr o f
Nonprofit is respected | 74% J us-t d on 6 t want my m
Works in local community | 48% - Individual Donor, Focus Group
Personally familiar 47% B
Cause has impacted me | 44% Aol compare€ [ ot her pr
Better at soliving social issues __ 36% wi t h charities, unl e
Fit with religious beliefs | 35% your money is goingto some g o o d o
Focused on uderserved issues | 34% - Individual Bonor, Focus Group
Small org - donation matters : 29% A In fact, onIy one dOﬂOT Segment
Recognize my efforts | 25% cares about supporting the best
Social / political circles | 19% organizations (rel. to other drivers)
Friend/Colleage asked me | 15% - 0OHi gh | mpact o0, 12%20f
1. Question: OHow i mportant were each of t he srefleat% of yespandentd mtmg tlsis asp a5 ot 6oon Ina i6ecalea d o n «

2. See appendix for details
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INDIVIDUAL DONORS: MOTIVATIONS AND MINDSET

. . . . HOPE
Charitable giving is emotional  d and not an exercise in CONSULTING

Omaxi mi zi ng odof theivast majarity pfa@onors

Donors Dondt Feel Ne eladivitlual Dehers BrimgrMarty
Charities like Other Products/Services Heuristics to the Giving Process 1

In our focus groups we saw that while almost all A We use easy -to -evaluate measures
participants researched products and services, they . N
even i f not the oObest

did not feel a need to do comparison research for

nonprofits. Here are some representative comments . . . . .
A We diversify our contributions even

Moderator: Earlier you said you research and though it is not efficient in this context
compare products and services...why not non - profits?

Mike K : the difference is that with charities, you don't A We give more when there are

get anything specific in return. | compare microwaves identifiable victims

and CD players and cars because | don't want my

item to suck. But with charities, unless they are a scam, A We are very sensitive to social norms

your money is going to some good. i . i . i
and information, including anchoring

Terri B When | am motivated to help, | don't feel a

need to comparison shop. Either an individual or a A Overall, the majority of giving is

situation has moved me to act and | do. . . i
emotional, I rrati onal

Susan K: | just want to know that my $ are going to and i s not dri ven b y

help the horses, not make an affluent lifestyle for the

folks handling the money [ nonpr of it S] colul d ac
1. From 0The Science of Givingbo. Edi t oOligsolaDAlso baseld on@qtgs ennthe bdoknand an interdiew@ithrthes t op h e r
editors, by Katya Andresen, which can be found on her blog, http:// www.nonprofitmarketingblog.com /
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INDIVIDUAL DONORS: MOTIVATIONS AND MINDSET

As a result, few research, and when they do it is a quick EIN%IT?NE

search to validate a specific organization

How Often They Research What They Want How Much Time is Spent
Only 1/3 of all donations are When they do research, it is to 70% spend less than 1 hour
researched find an acceptable nonprofit, researching (vs. ~15 -20% for
not compare to find the best advisors and foundations)
0% 25% 50% 75% 0% 2504 50%
Determine 0 - 30 min 44%
whether or not -72%
to give 30 min - 1 hour
DIEIOE Decide how Lo
Researched much to give 20% 2 - 6 hours
33% 1 -2 days
: Compare in
Donations not order to choose 17% 3-5days
Researched between orgs
1+ week
0
67% 0l just want wverification to insure

my money is being used
wi sely. o
0 Member, Indiv Focus Group
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INDIVIDUAL DONORS: RESEARCH BEHAVIORS

Of course, while only 1/3 of donations are researched, !:)INCSBLIT?NE

there are areas where research is more prevalent

We see clear areas where research is more prevalent:
A Donations to organizations that are not w

ye

A Solicitations that dondot carry a personal

A Donations to organizations working in certain sectors
T International organizations most researched on a % basis
T ~75% of research happens in education, poverty, children, health

A Certain donors that are more prone and interested in research
T We do see correlation between past and future research behaviors

And we see opportunities beyond where people just state research intensions:
A While 1/3 donate, another 1/3 take some action

A Individual donors can be pushed to research when they otherwise would not
A Messaging can help create the O0needd for
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INDIVIDUAL DONORS: RESEARCH BEHAVIORS

HOPE

CONSULTING

Unfamiliar donations are researched more often

% of Donations Researched

100% -
A ONew requests or
80% - .
’ we may have not previously
£80% heard of gives us cause for
60% - researcho
41% - Individual Donor, Focus Group
40% A 33%
A o0l't [Research] is
20% - . . :
I f 1t is for a ne
- Individual Donor, Focus Group
0% -
Average Donation When Not Well When Not Brand
Known / Brand Name OR
Name Personally
Recommended
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INDIVIDUAL DONORS: RESEARCH BEHAVIORS

HOPE

Certain segments of nonprofits are researched more CONSULTING
often
Likelihood of Researching Varies 4 Sectors Comprise 73% of All
Based on the Type of Organization Research by Indiv. Donors ($$ basis)

0% 25% 50% 75%

International 62%

Int'| Disaster Relief 59% Poverty
Human Rights 50% 21%
Community 48%
Employment 47%
Environment 46%
Food 41%
Poverty 41% .
Children 40% Edgi?/?on
Women 38% .
Animal 38% Chllo(l)ren
Disaster Relief 38% 1%
Education 36%
Health 34%
Fundraising 31%
Arts D
Religion Combination of total $$ donated within these
Specific School - average sectors, and the likelihood of research
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INDIVIDUAL DONORS: RESEARCH BEHAVIORS

HOPE

CONSULTING
Some donors are more prone to research than others
Lost Cause Long Shots Occasional Core
ANo research in past ANo research in past A Show signs of AResearched in past
ANo research future A Possible to convince researching, but AWill research in
AWill never research to research in future not consistently future
% Individual Donors 14% 39% 29% 19%
% research past 0% 0% 32% 100%
% Oactiono pa38®w 49% 83% 100%
% Research > 1HR 6% 7% 24% 44%
% op Behavior due 38% 51% 70% 73%
to Research in past
% Interest in HPNP 0% 37% 45% 51%
% looked for 7% 14% 40% 62%

OEffectivenessod info
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INDIVIDUAL DONORS: RESEARCH BEHAVIORS

. HOPE
And we do see a correlation between past and future CON%mNe

research behaviors

Likelihood of Researching
in the Future

100% A If people researched their most
recent donation, we find that they
80% - are almost twice as likely to plan to
research in the future
0% 58% , o
A This is even more true when
looking only at repeat donations
40% - 0
32% only
A If researched in past, 52% would
20% - research repeat donation
Alf didndt research
0% - , research repeat donation

Researched most recent Did NOT research most
donation (33% of recent donation (67% of A Shows there are certain donors

respondents) respondents) that do research more than others
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INDIVIDUAL DONORS: RESEARCH BEHAVIORS

While only 1/ 3 say they 6res:|;|e%aII:NEc

some action

Action Taken by Those Who
How Many 0 Res &ayrTleehdo NOT Research

ngllsi/?ﬂfdbogatcllonsaarse Oresear chedd, 25% 50% AE-ven when peopl
something is done for >2/3 : T ' think of themselves as
Friend / family 21% research”']g, they do
100% - Nonprofit's website 16% osomethingo ~1J
NP solicitation 16%
8006 Beneficiary 12% A Often times, that action is
69% Someone at org 10% looking at NP materials.
Site visit 10% Creates opportunity to
60% 7 Presentation/event push info to users
Communition found
40% - 3304 Media A Unfortunately, those that
Internet search t ake coactiono s
20% - Experts even less time than those
3rd party info portal that oresearchc
Grant proposal A 18% spend more than an
0% - hour, versus 45% for those
% Donations % Donations Advisor t hat dresearchb
Described as Where Some None 46%

"Researched" Action Was Taken
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INDIVIDUAL DONORS: RESEARCH BEHAVIORS

. HOPE
And we found that there are ways to motivate donors CONSULTING

to research when they other wi se

Pushing info can get 66% to research when they otherwise would not 1

0% 10% 20% 30% 40%

Consumer Reports: "Top Charities Rated" 34%
Media story on nonprofit
Org receives legitimacy seal
Org does not receive legitimacy seal
Email from the org on mission/approach
Yahoo! story on Expert's perspectives
Media reports funding by a top foundation
Positive reviews from peers
Popularity with Facebook friends

Nothing would impact 34%

1. People who said they would not research a particul ar scen aariousscenariogwhiehmay t ur ¢
or may not impact your donation decisioné From the | i st exbemEllikely tpinma whethesa | ect ¢
not you would donate to this organization.
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INDIVIDUAL DONORS: RESEARCH BEHAVIORS

. . . HOPE
Negative messaging could have an impact on CONSULTING

research behavior as well

Negative messages can also
encourage research behavior

A More people researched when first given

a negatlve message than a posmve one
Answered oOyeso6 to ols this situation

for which you would res é\aProsmnve.oWere you aware of the following?
0%  10%  20%  30%  40%  50% Some nonprofits are far more effective than
! ! ! . . others. For example, analysis of over 10,000
education nonprofits found that the highest
performing nonprofits are five times more
effective at improving student outcomes

No message

A Negative : Were you aware of the following?
1 Giving to a poor performing nonprofit can be
Positive message: a waste of money, or worse, can inadvertently
"Some NPs more 36% do harm. For example, analysis of over 10,000
effecti education nonprofits found that the lowest
performing nonprofits are

_ _ A Further, any information that shows that
Negalye message: 4% nonprofit perform differently increased
effecti donation I ikelihood vs.

A This held for repeat donations but not for
new / ofirst timed dona
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INDIVIDUAL DONORS: RESEARCH BEHAVIORS

HOPE
When donors research, they seek a broad set of co&nwe
information 0 often from the nonprofits themselves

Information Used in Last Donation Sources Used

0% 20% 40% 60% 0% 10% 20% 30% 40%

Basic info (ex. mission,

33%
leadership, programs)

28%
25%

None
55% ) .
Nonprofit's website

Effectiveness / impact 48% Friend or family member

Nonprofit solicitation 21%
Cause Beneficiary 16%
Internet search 15%
Financials Site visit 14%
int eqal g Presentation/event on nonprofit 13%
Basic info on lega statu_s_ an Someone at the nonprofit 13%
legitimacy )
_ Media report 11%
Reviews / endorsements by . .
others Community foundation/funder 10%

3rd party nonpr 9% nf o portalé
None of the above

Expert 6%
Grant proposal or annual report 4%
Comparison info Advisor 204

| ndi vi dual donors get effectiveness and

friends/ family. Research providers a
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INDIVIDUAL DONORS: RESEARCH BEHAVIORS

. L . - HOPE
If donors use information, it is typically to stop giving to CON%mNe

a particular nonprofit (vs. finc

Impact of Research on Past
Giving Decisions

0% 10% 20% 30% 40% 50% A Information has helped people  stop

giving to organizations é
Stop giving or give less _ 41%

Aét wice as ithdstcaased a s

Find a new org to which to give 23% people to find new organizations
Give more to an org than 210 . o ) . _ o
planned ’ A This is consistent with individual
Change your participation with . donomebi vati on of fi
theorg organizations that are reputable and
Place conditions on a gift 5% meet their interests
Ask new questions of the charity 8% A 0To me it involves learning about the

nonprofit and determ

Never changed my behavior _ 40% worthwhile. | think people do it for
peace of mind and ac

- Individual Donor
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INDIVIDUAL DONORS: RESEARCH BEHAVIORS

And individual donors have few problems with the !;INCSBLIT:LE

research experience

Why people dondot research a
donation

0% koW e AWhen people dondt re:
62% often because they are familiar with
the organization

Familiar with Org
Well known organization

Involved in Org

A Individual donors do not state any
problems with research or information

Recommended by trusted person

Religious Institution

A In fact, in focus groups, individual
donors said that the research process
and finding informat.|

Small donation

Don't want to spend time

Alma mater
. A A Average scoreof 8on 1 -10 scale,
esearchis hard - f 2% where 10 = extremely easy (n=43)
Research isn't needed 1%
Don't know where to find 0% A 2 And di d not cite a |

needs

Information isn't high quality 0%
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INDIVIDUAL DONORS: DESIRE FOR INFORMATION

People state an intent to research in predictable ways
d lack of familiarity drives research

When Individual Donors Say They
Would Research

0% 25%

50%

75%

First-time donation

First-time,
recommended by a
friend

Repeat donation -

NOV 2011 HOPE CONSULTING

35%

74%

81%

HOPE

CONSULTING

ATo test individual

research, we broke the sample into
four groups and asked each how
likely they would be to research a
particular scenario

A Unsurprisingly, donors were more

| it kely to research
nonprofits, and within those, more
likely to research when the nonprofit
was not personally recommended

A ~1/3 of donors said they would

research when looking at nonprofits
to which they have given previously,
consistent with historical behaviors

d



INDIVIDUAL DONORS: DESIRE FOR INFORMATION

o . o . HOPE
Individual donors are most interested in information on CONSULTING

financials, legitimacy, effectiveness

Information Individual Donors Want

A Clear water between the top five

0% 25%  50%  75% 100% items 0 financials, legitimacy,
_ effectiveness, cause, and basic
Financials 74% . ,
I nf oé
Legal status and legitimacy 71% ;
A And the bottom two -
Effectiveness 71% endorsements/ opinions of others,
and comparison
Cause 66% A Giving is personal, making
Basic . endorsements less persuasive
asic info on org (e.g., mission, 0 . .
leadership) 65% (especially from general public)
A Comparing not seen as needed:
Endorsements or opinions 35% oWhen | am motivated to he|p, |
| . don't feel a need to comparison
nfo that enables comparisons 0
between orgs 34% s h o P Bocus Group member
Question: OWhat type of i nfor mat isoeflecti%f respordentsiratng mformationttypetas a 5yop6we H .  -Bscale
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INDIVIDUAL DONORS: DESIRE FOR INFORMATION

HOPE
Seen at more granular level, factors to ensure donors CONSULTING

are not wasting money or giving to scam rank highest

Most Sought After Information: Interest in Specific Pieces of Information
Granular Level 1 Within Highest Rated Categories 2
0% 2504 50% 75% Financials - 74% Effectiveness - 71% Basic Info on Org - 65%
} : : ! % to Overhead 71% Data / evidence of org'simpact  35% Qrg's mission 33%
FIN: % to OH 70% How Donation Used 18% Track record/ past performance  31% Program description 28%
Expense Breakdown 5% Reviews - beneficiaries 13% Org's history 14%
: 0
LEGIT: No Fraud 64% Compensation 3% Reviews - experts 6% Org's financials 16%
Comparison to Other Orgs 1% Stories/testimonials 6% Org's leadership 3%
FIN: How Don Used 60%
I/S and B/S 2% Comparisons to others 5% Org's governance 2%
LEGIT: Transparency 59% Historical Financial Trends 0% Review - people close to org 2% Annual reports 3%
Reviews - other donors 1% Org's Board 0%
LEGIT: 501c3 56%
Legal Status and Legitimacy - 71% Info on the Cause - 66%
EFF: Track Record 55%
Not been accused of fraud 34% Extent / scale of problem 33%
BASIC INFO: Mission Transparency 28% How orgs addressing issue 26%
IRS-Registered Nonprofit 23% Best practices 22%
EFF: Data on Impact Not on Terrorist Watch List 13% Who is working on issue 14%
Copies of 990 2% Tips for effective giving 5%
1. Within each category we asked about specific types of information. These figures show highest COMBINED ratings, calculated by multiplying the % of
individual donors that rated each macro categorya5or6on 1 -6 scale * % of donors that donors rated each sub -categorya5or 6on1-6scale
2. stwéfl ect Omost sought after piece of informationdé within each category (sum
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INDIVIDUAL DONORS: DESIRE FOR INFORMATION

HOPE

CONSULTING

Of the information available today, we see that it is
effectiveness/impact data that is the key unmet need

Met and Unmet Information Needs

A Relative to other areas,

o ., . .
- - effectiveness and impact
5 ) et data are the areas where
= ® o0 . iy donors say the information
A Effectiveness is important AND is not
Info on Cause : .
: Basic info on Org meeting their needs today

. Endorsements
‘ Comp. Info

Info Not
Important

Info Does Not Info Meets My
Meet My Needs Needs
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INDIVIDUAL DONORS: DESIRE FOR INFORMATION

- . . . HOPE
Individual Donors prefer that information come via CON%WG

detailed ratings, information portals, or simple reports

Preferred Packages

AOveral t he more det
0% _— 0% 50 Yoursel fo formats ar
: ' ' ' than the simple, o0Do

Detailed Rating ( like

I

Consumer Reports) 56% .

1 A Giving is a personal and subjective
Website Information Portal [N 51% process; in focus groups donors stated

T that these formats allowed them to

Report on Nonprofit | 39% keep giving personal and not feel
T they need to follow others

Seal of Approval - 26%
] A As such, we believe the benefit of the
simpie Grace | 26 detailed ratings for
| comparable nature; its the centralized
Popularty F 7% provision of information that lets them

Question: ol nformation about a nonprofit cfoﬁglbe ervadted iontdhfeyrgnrt- Q\/ay!ni
Wedd |like to know which way of providing i ff orevel ofodetailalsa heélps baitd trust

appealing to you. Please rate each of the six formats below on a 6 point scale,
where 1 means ©o6not at all appealingd, sand 6 means Oextremely appealingd. %0
reflect % of respondents rating information type as a 5 or 6 on 1 -6 scale
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INDIVIDUAL DONORS: DESIRE FOR INFORMATION

. HOPE
And they trust known consumer brands and sites that co&m

specialize in nonprofit information to provide it

Preferred Sources

0% 25% so% 75% 100% A Nonprofit evaluation sites #1, but
i ' ' individual donors need to be

53%

Nonprofit evaluation org (ex. GuideStar) )
, comfortable with them / trust them
Evaluation org (e.g., Consumer Reports) 48%
Certificati . BBB 47% e . .
eriiea '°”.°rg (ex . ) ’ A Donors very trusting in consumer
Family and Friends 39% brands, especially Consumer Reports
Nonprofit itself 32%
Leading foundations 28% A 0O E x perts o | | ke exper
People involved with org. 28% universities, and foundations rated
Media 24% very low; individual donors might see
Expert panel 18% bias with these (hot button for them)
Government agency 18%
Local community foundation 16% A We see here and elsewhere general

public / popularity not a driver

Leading university 12%

General public 10%

Question: OWho would you trust to provide tshelectoroffrespondantsirating sourbeas a 5yro6wn la r e sdale o k i n
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INDIVIDUAL DONORS: DESIRE FOR INFORMATION
In an analysis that brought several of these elements HOPE

CONSULTING

toget her, we see that oConsumer
clearly the most preferred

Detailed 100-point rating comparing orgs (like Consumer Reports) 44%
Easily searchable website with a lot of info, but no evaluation
4-star rating grading nonprofit on overall performance

Seal of approval that confirms charity in good standing

4-star rating grading nonprofit on financials

One page summary, written by emprofit, of its goal

Seal of approval that signals if a nonprofit is a better performer 4%
Email alert that highlights negative information on a nonprofit 4%
4-star rating summarizing perspectives of others (e.g., Yelp, Zagat) 1%
Summary of popularity (e.g., votes, facebook members, etc) 1%
1. Tests designed to show users 8 screens, each with 4 options. User choose most and least desired of the four. Did not condu ct with Foundations given

timing limits within the survey, thus have not shown these as the default across all three groups
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INDIVIDUAL DONORS: DESIRE FOR INFORMATION

And when we tested specific brands, we found that Q&&E

Consumer Reports was the top choice

FROM FOCUS GROUPS
What organizations or entities would you trust to provide this service?

(Individual Donors, n=43)
Word size indicates relative frequency.

Consumer-Reports
i s Charity-Navigator B B
e GuideStar

Individual-donors
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INDIVIDUAL DONORS: DESIRE FOR INFORMATION

HOPE
. : _ CONSULTING
Diving Deeper: Why detailed ratings?
A Individual donors can be skeptical of how simple ratings are conducted, and
without more information, were disinclined to blindly trust simple evaluations
Aowhat is the vested interest of t hedFecusalouwat or ?
A Further, ratings that have more information help keep the process personal
A60% said they want detailed ratings because 0I

A Detailed ratings also provide transparency into the process of the ratings, and a
visual that lets them quickly validate that an organization is better than others

AoLets say | want to buy a vacuum. A -staspubleavess ay
it at that. | may not believe it. But if | see a list of 40 vacuums rated, and see that this one
comes in at the top, 06l trust i1t. The |list ¢

As ratings and evaluations become more common, and familiarity with processes

and organizations increases, simpler ratings may become more attractive
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INDIVIDUAL DONORS: DESIRE FOR INFORMATION

Diving Deeper: Individual Donors say that legitimacy is !;IN%IT?NE

critical, but they donodot seek tocC

Donors say Legitimacy is Critical But 1 sndt Sought

A87% say that the organizationds
. . . . , 0% 25% 50% 75% 100%
Iegltlmacy I S |mportante | . . ! .
Basic info on org (e.g., mission,

AéAnd 71% say that | egi ti ma cagershp oo
information is important to them —_—
- . ectiveness 48%
when making a donationé
Aé But for recent donations, “f 39%
only sought 27% of the time -
Financials
A Possible reasons include:
- They already know 8 or assume 9 that Legal status and legitimacy
nonprofits on their radar are legitimate
- They infer legitimacy as a matter of Reviews or endorsements
course in seeking other info
- Itis actually an unmet need 8 they Info that enables comparisons
want it but donot know where to f nd it
Question: OPlease select all the types of informati on gyreflect% o redpandents selecingghen r e s e
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INDIVIDUAL DONORS: DESIRE FOR INFORMATION

- . HOPE
Diving Deeper. Preferences and behaviors are not CONSULTING
greatly influenced by the channel for donation

..... %ReseammdBasedonChannelby
Which They Donated Differences By Channel

A General preference for information,
40% - format, source of res
greatly (same rank order of choices in

35% - each channel group)
30% -
A Online donors more interested than
25% - others in:
20% - A Website information portals (57% vs.
51% across all donors)
15% - A Finding information on nonprofit
100 information and evaluation sites (60%
vS. 53%)
5% -
0% . . .

Online Mailed In Person  Over the
Check Phone
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INDIVIDUAL DONORS: THE OPPORTUNITY

While there are opportunities, it will be very difficult to get QN%IT?NE

Individual donors to research more, or give more to HPNPs

1. Only a fraction of individual donors are primarily motivated by giving to the HPNPs
(unlike Foundations). This i sndot why, taeg gsnweét their primari/l

2. Individual donors believe most  nonprofits are doingagoodjob é especially so f
organi zations to which they donate. 44% of thos
i nformation say that it is because o0all nonprof

3. Individual donors are often  personally familiar  with their chosen charities, and these ties
are stronger than what a third party evaluator could tell them

4. Majority of donations are to  organizations that are well known , and implicitly trusted

5. Individual donors are very loyal to their chosen charities. As such, they amount of
money they are willing to reallocate is limited

6. Individualdonors dond&ét show dissatisfacti é6sowhytcharnge?t he gi

7. Individualdonors dondt show dissatisfacti onTheyar¢rmot t he r e
troubled by information quality, ease of finding that info, or challenge of research

8. Individual donors are a large and fragmented group , and thus expensive to market to

See appendix for elaboration of these points
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INDIVIDUAL DONORS: THE OPPORTUNITY

HOPE

The opportunity for change will differ based on the type CONSULTING
of donor
Lost Cause Long Shots Occasional Core
AWill never research ADi dndt r esear chAResearghabstinat APlan on researching
but may in future consistently
14% 39% 29% 19%
A Are not going to AcCan be convinced AWill research, but AWill research
research to research, but also need to be
need to be Opushedo AWill look at impact
A Recommendations pushed
will have no AMuch more likely to AWill seek out HPNPs
Impact on them AGreater interest in look at impact
using negative AHighest chance to
information to stop AWill use info both to move money to
giving to an stop giving and good orgs (vs. just
organization (vs. give more to strong stopping giving to
finding new organizations underperformers)
No Impact Drop LPNPs Drop LPNPs
May Drop LPNPs May Fund HPNPs Fund HPNPs
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INDIVIDUAL DONORS: THE OPPORTUNITY

. . HOPE
In total, we believe that better research could impact CONSULTING

~$10B of annual donations from individual donors

approaches; they gave similar

Looking at available donations (based on Looking at how much individual ~ donors said
MfG1 research), and then what % of those they would give above what they give today,
could be influenced through better research and how much they would reallocate
Total Individual Donations 6 1 0 $212B Total Individual Donations 6 1 0 $212B
% 0 Swi t cdfranb MFRSD 14% % Interested in Research Offer 66%
% 0 P o sAsdidbdlfrom MFG1 12% Donations by Those Interested $149B
Total Amount Indiv willing to $54B
donate differently than today New Additional $ to HPNP $3.9B
% would increase donation 47%
0, 0,
O NPl E 6% How much would inc. donations 13%
0, 1 0,
019 PP O OeeesmiE 24% Certainty of inc. donations 46%
% to HPNP & Long Shot 13%
% to HPNP 6 No Hope 0% Reallocation of $ to HPNP $6.6B
Weighted Avg % to HPNP 19% % O0Swi t cdfranh MR&SH 14%
% would reallocate to HPNP 34%
Total Opportunity $10.3B
Total Opportunity $10.5B

See appendix for detail on methodology
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Summary

Ve

AFoundations contributed ~$46B to nonprofi t

A Many foundations & including small foundations with <$1M in assets & want to
make grants to high impact nonprofits and care deeply about social impact

Ve

A Foundations research 9 out of 10 grants, and on average spend 4 hours doing so

A Their desire for information is intensive
A Much higher appetite for information than individual donors and advisors
A In particular, focused on effectiveness and social impact
A Primary source today is the nonprofit, but interested in using third parties going forward

A Foundations want format that allow them to see a significant amount of
information, either through detailed reports or information portals

A Overall, foundations are a highly motivated and targetable market, and represent
an opportunity to move ~$3  -4B to HPNPs(~8% of annual grants) 2

1. Giving USA. Includes donations from Corporate Foundations. 2. See appendix for methodology
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FOUNDATIONS: MOTIVATIONS AND MINDSET

Foundations are very motivated to give to high

HOPE

CONSULTING

performing organizations, and to maximize impact

What Is Important to Foundations 1

0% 25% 50%

Cause 36%
More impact than others
Supports local community
Unique approach to change
Focused on underserved issue
Strong leadership
Small org - grant matters

Personal connection

Well-established / respected

Recommended by colleague

1. Question: OFor the next exercise,

A Foundations care about cause and
impact

A Impact preference much different

than for indiv. donors and advisors

A In similar analysis for indiv. donors,
0Organization more ef
ot hersdé scored 4% (vs

Aonly 13 of 873 adviso
more effective than o
important when advising clients

ASmall er foundationséd
generally parallel those of larger
interests, with marginally less
emphasis on effectiveness (21%)

think about a typical gtatanenseaclo Oneachde 1 n

screen, please select the most important and least important reasons why you decided to make a grant to that particular organ izat i ono
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FOUNDATIONS: MOTIVATIONS AND MINDSET

Of course, not all foundations are alike.
We found four key segments

Maximize Impact

OThought t he
more | mpact

organi za
t han ot

00rg has proved itself

00rg has a uniqgue a

39% of foundations

Make a Difference

oWor ks
OFocused on

| ocal l yo
under ser
t hat ou

oSmall enough

18% of foundations
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Cause First

omOmwgahidz aaven i s f
rs | iikregpoirttGant to our

O be more effectivebo

roacho

36% of foundations

Respected

0Or gani z at -“estahlishedsandwe | |
respectedo

comes r

gr ARt I AR TR QN

7% of foundations




FOUNDATIONS: MOTIVATIONS AND MINDSET
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CONSULTING
These four segments vary in meaningful ways
Cause Make A
Core Drivers of Giving Max Impact First Difference Respected
Believe program more impact than others 30% 7% 6% 7%
Org proven to have more impact in past 21% 6% 4% 13%
Unique approach 15% 2% 5% 4%
Cause important to Foundation | 18% I 5% 19%
Local community | 3% 3% o I 2 11%
Underserved cause | 4% 2% B 5 3%
Small enough to make a difference | 1% 1% B > 8%
Org well established / respected | 1% 1% 1% B 1%
Org has a strong leadership team | 5% 1% 2% B 8%
Org recommended / supported by others | 0% 0% 0% B 5%
e e
{64
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FOUNDATIONS: RESEARCH BEHAVIORS

Foundations take research very seriously, and often

HOPE
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compare to find the best organizations

How Often They Research

What They Want How Much Time is Spent

Almost all grants are
researched

Grants Not
Researched
11%

Grants
Researched
89%

NOV 2011 HOPE CONSULTING

84% spend more than
1 hour researching (vs. 30%
for individual donors)

When they do research, it is
often to compare nonprofits

0% 20% 40% 60% 80%

. 0% 25% 50%
Determine | ! |
whether or not - 73% 0 - 30 min
to give Median =
. 30 min - 1 hour 4 hours
Decide hpw - 48% 1-2 hours
much to give
2 - 6 hours 31%
Compare in 1-2days
order to choose 42%
between orgs 3 -5days
1+ week
OWedre trying [for] i nvest ment
cali ber due diligence. 0
0 Andy, Found Focus Group
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FOUNDATIONS: RESEARCH BEHAVIORS

. . HOPE
Small foundations behave much more like other CONSULTING
foundations than they behave like individual donors
ACTION RESEARCH COMPARE
Went to any source of Self described as Researched to
information before doi ng 6r es e@mpaie Bonprofits
donating before donating
Individual Donors 69% 33% 6%
Small Foundations
(<$1M assets) 4% 81 21
Foundations 98% 89% 38%
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FOUNDATIONS: RESEARCH BEHAVIORS

. L . . . HOPE
Foundations historically obtain their information from CONSULTING
Interactions with the nonprofit over several meetings

Steps Taken Before Making a Grant Number of communications with the NP

0% 25% 50% 75% 100% 0% 25% 50% 750

Grant Proposal 73%
Spoke with NP leadership 60% 0 3%
Site Visit

Average = 4

3 -5times

Consulted within my Found.
Researched cause
Consulted experts in field
Reviewed NP website
Spoke with beneficiaries

Third party portal
6 - 10 times

> 10 times F 6%

Foundations show low dissatisfaction with this research process: Only 2% stated that

Consulted with other Found's

Internet search

Spoke with past funders

None

oquality of informationdé or oavailabil it
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FOUNDATIONS: RESEARCH BEHAVIORS

. . . . - HOPE
And this information certainly impacts their decision CONcsamNe

making

Impact of Information on Past
Giving Decisions

0% 10% 20% 30% 40% 50% 60% A Half of foundations have reduced or

' stopped funding altogether based
ol on additional information
Chsggew?ree%?:::i'r?gigfrggimz _ 47% A Many foundations use information to
T identify or change involvement with
deniity new potenil orantees | organizations consistent with the
Increase or decrease your (non- | motivation to find the most effective
financial) involvemer;trg\;\g'[nrzz'tgson _ 43% organization

Make larger grants than you

0,
were planning on making 35%

Addi tional informatiﬂ/n hasnot
. 14%
changed my grant -making
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FOUNDATIONS: RESEARCH BEHAVIORS

oOoCause FI

more time and effort

rst o

and

. o OPE
oMaxi mi ze wolksump g

In the research process

Time Spent Researching >1 hours

Actions Taken during Review Process

100% ~

90% -

80% -

75% 75%

70% -
60% -
50% -
40% -
30% -
20% -
10% -
0% - : .

90%

84% I

Make a Recommended /
Difference Respected

Cause First ~ Maximize Impact

90% -
Reviewed

80% - Grant Proposal

70% Spoke with
Leadership

60% -

50% - Conducted
Site Visits

40% -

30% -

20% -

Recommended / Make a Cause First Maximize Impact

Respected Difference
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FOUNDATIONS: RESEARCH BEHAVIORS

. . . HOPE
Foundations are aware of 3 ' party information corgmNG

providers, and use them to inform grant  -making

Awareness of 3 " party information € And most wuse then
providers i s Vv er yheirlgiarg deéisions (ex: GuideStar)

0% 10% 20% 30% 40% 50%

0% 25% 50% 75% 100%

Gates Foundation 92%

Research all / most grants

Better Business Bureau 91%

Il

Occassionally to Research

0,
Grants 45%

GuideStar 84%

Foundation Center 83%

Occassionally but not for

Annie E Casey 75% Grants

Charity Navigator 72%

Don't Use

Network for Good 49%

i
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FOUNDATIONS: DESIRE FOR INFORMATION

. . . . HOPE
Foundations seek far more information than advVvisSOrs Or  CONSULTING

donors, and have a strong interest in effectiveness

# of Pieces of Information That Were
Rated oVery 'l mpor tlafarnhation Foundations Want

25 - 0% 25% 50% 75% 100%
Program Exp Impact 90%
20 A .
Org's Past Performance
Financials
15 ~
Cause
Basic org info (mission, leaders)
10 -
8
Legal status and legitimacy
5 A Info on Program Funders
Info to compare orgs
0 d
. . . Endorsements or opinions
Individuals Advisors Foundations P
1. After each respondent rated the macro categories of information types, they were then asked to rate the specific pieces of information they most
desired within each category. The numbers here represent the number of items for which the >50% of a user group prioritized a specific piece of
information. (% of Respondents rating macro category 5 or 6 out of 6 * % Respondents rating specific info as a 5 or 6 out of 6) > 50%
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FOUNDATIONS: DESIRE FOR INFORMATION

Effectiveness information represents a (relatively) unmet
need for foundation

grantmakers

HOPE

CONSULTING

Met and Unmet Information Needs

Info

Important

_
7

Info Not
Important

Approach/ .
Expected Impact

Past ‘ 21an0|als
Performance Info on ® o0
Cause /
Legal Status / Legit /
Basic Info on Org
Info Other
. Funders
Comp. Info .
Endorsements

Info Does Not
Meet My Needs

Info Meets My
Needs

A Recognized by foundations as a
difficult problem

A Relative to other areas, _effectiveness
Is an unmet need (note: 75% said
expected impact info met their
needs; 67% for past performance).

So, only unmet need when
compared to items like Legal Status
(93% meets needs)

A oWe are still working on how to
evaluate grant effectiveness, which
currently is only captured through
final reports. These, at best, provide
only very limited information about
whether there was actual impact on
the ground, let alone the

NOV 2011
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organi zationds effe
selfreported. 0
- Foundation Focus Grou
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FOUNDATIONS: DESIRE FOR INFORMATION

HOPE
Seen at more granular level, factors to ensure CONSULTING

effectiveness rank highest with foundations

Most Sought After Information: Interest in Specific Pieces of Information
Granular Level 1 Within Highest Rated Categories 2

0% 25% 50% 75% 100%

IMPACT:Program obj 82%

IMPACT :Detailed
program desc

IMPACT:Program
outcomes

IMPACT :Detailed
budget

80%

75%

2%

IMPACT:Framework for
. 69%
impact
PAST PERF:Outcomes 67%
BASIC INFO:Prog Desc 62%
FIN:Annual Rev, Exp 62%
1. Within each category we asked about specific types of information. These figures show highest COMBINED ratings, calculated by multiplying the % of
individual donors that rated each macro categorya5or6on 1 -6 scale * % of donors that individuals rated each sub -categorya 5or6on1-6scale

2. stwéfl ect Omost sought after piece of informationdé within each category
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