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Foreword

We need nonprofits today. We need them now more than ever. Not every problem has a market-based solution that can be solved by an innovative business. Taxpayers are leery and untrusting of government-led initiatives. Even programs that show signs of progress are currently in danger of losing their funding. So, it falls to the nonprofits and those intrepid souls who forego the riches of the market or the power of politics to make the world a better place.

I’m referring directly to you—the dreamers and doers—who look at the world the way it is and imagine a way to make a difference. True, your entity will likely not make a financial profit. But to say that there would not be a gain from your work would be a great fallacy. Webster’s Dictionary defines profit as “a valuable return.” From helping refugees in Syria to assisting retirees in Savannah, the work you do will profit many—just not in the ways our business-focused society might expect.

Now is an exciting moment in the nonprofit world. Acting on a renewed purpose, social entrepreneurs are reconsidering how nonprofits operate, how they are perceived, and how they function to deliver on their mission statements. For too long, working at a nonprofit was considered a way to give back and not a vocation. It was an act of charity often focused on the giver. The word “charity” is derived from the Latin word caritas, which in essence means “love,” but the word had nothing to do with the recipients of that love. We have been focused on praising those who give, not whether that giving has any measurable impact on the lives of recipients of those efforts.

In fact, our notion of how nonprofits should be organized comes to us from the Puritans. In the spring of 1630, a flotilla of 11 ships set sail from England bound for the Massachusetts Bay Colony. Aboard was John Winthrop who delivered his “Model of Christian Charity” sermon. In it, he declared that the colony would be a “city upon a hill.” Charity, he argued, was not designed as salvation for those in need, but instead was created as salvation for those who donated. Winthrop and the Puritans believed it was the hand of God that determined who would be rich and who would be poor. For those who were blessed with riches, charity became the way they could achieve salvation. The impact of their charitable work was, in essence, inconsequential. For 350 years, this focus on giving instead of impact hampered the nonprofit world. It wasn’t until more recent times that social entrepreneurs questioned the model and developed a more modern approach to charity. This approach has worked with aplomb.

Today’s nonprofits have broken through what I call the Charity Industrial Complex. The three main principles of this concept are that charities should be meek in overhead but mighty in intentions, that guilt is the most effective tool to build donor support, and that charities reward the act of giving without tying it to impact. For example, a common refrain in reference to that meek versus mighty overhead is: “How much of my money will go into the field and how much to overhead?” In short, nonprofits are always struggling to keep overhead low. But why? What if nonprofits had higher overhead to create amazing marketing pieces or to retain top-tier talent? Wouldn’t that bring the organization closer to fulfilling its mission? New York Times columnist Nicholas Kristof noted, “Any brand of toothpaste is peddled with far more sophistication than the lifesaving work of aid groups.” Shouldn’t the organizations that are trying to save the world market themselves with the same tenacity as Crest?” In other words, at the end of the day, a nonprofit is still a business—one with everyday concerns, like how to raise money and balance overhead with results.

One example of a nonprofit doing this well is charity: water. It is an incredible nonprofit that has fueled much of this new strategic thinking. To raise money, they do not use images of children or of a community in desperation. Instead, their images are positive and uplifting. “I think so many charities for years have operated in shame and guilt. Let me make you feel as bad as possible about yourself so you will then reach into your wallet and give. For us, it is much more invitational. It is a great opportunity not based in guilt or shame,” Scott Harrison, the founder of charity: water told me. “No one is going to wear a T-shirt about an organization that makes you feel lousy about yourself. But we do wear T-shirts from Nike because Nike makes us feel great about ourselves.”

No longer content with celebrating amounts that are donated, nonprofits are now, more than ever, focused on results. Pioneers such as the Skoll Foundation, the Omidyar Network, the Bill and Melinda Gates foundation, the Case Foundation, and others have taken lessons learned in the business world and applied them to the nonprofit space. This new found focus on driving and striving for greater results means that more people than ever are impacted by the work of nonprofits.

Constrained by limited resources, most nonprofits once had goals that were aspirational but not tangible. But no longer. Today, nonprofits operate with the relentlessness of a Silicon Valley startup, with the shrewdness of a publically-traded corporation, and with the savvy that would make a business school professor proud. They are raising more money than ever. They are reaching more people than ever. They are having a larger impact that ever.

The experts at Entrepreneur Media have written this wonderful book to help get your nonprofit started, operational, and successful. They cover the finer points of running a nonprofit. Usually, this information is learned only after you’ve made mistakes. Now, you can avoid them. Without traditional revenue streams that for-profit companies rely on, you will need to develop funding streams to support your work. Many describe it as the “fundraising treadmill.” You will learn in this book how to avoid running in place and how to make regular process with your donor base. Entrepreneur outlines the vital connection you’ll need to make with your community through social media, which today is a must for any successful charity.

Andy Warhol once said, “They always say time changes things, but you actually have to change them yourself.” That is my hope for you. In this book you will discover the tools you need to go forth and make that change happen.

—Jason Haber, author of The Business of Good and a social and serial entrepreneur




Preface

The essence of a nonprofit organization can be summed up as “serving mission, not profit.” Whether your mission is saving puppies, feeding children, preserving history, or the myriad other missions that nonprofits set out to achieve, the ultimate goal is to spend what you bring in—wisely, of course—on the mission. This naturally stands in contrast to the goal of for-profit organizations like small businesses and corporations, which is to earn profits.

A nonprofit organization’s mission statement is extremely important. Although the mission statement in the corporate world became trendy around the time of Stephen Covey’s book The 7 Habits of Highly Effective People and eventually turned into another marketing exercise, a nonprofit organization’s mission statement has always and truly been the key to why the organization exists at all.

Don’t be duped into thinking that just because you don’t need to “make a profit,” running a nonprofit is easy! It can be just as hard, if not harder, than running a for-profit business. Even if donations come rolling in and you find committed donors interested in supporting your mission, the IRS expects nonprofits to run a very tight ship. There are rules to abide by, bylaws to be written and carefully followed, and reports to be created. Form 990—the nonprofit equivalent of the taxpayer’s 1040 tax return form—is long and complex. Financials need to be audited.

Taxes and financials are just the beginning. Nonprofit organizations must consider almost every aspect that any for-profit organization does—from human resources to marketing to sales (thought of as “sponsorships” in the nonprofit world, but they’re sales, nonetheless) to database management. Throw in some extras like a board of trustees, donor cultivation and stewardship, and other things unique to nonprofits, and it becomes clear how complex nonprofit organizations are.
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Religious organizations are a whole separate status of nonprofit from other not-for-profit organizations such as social service or cultural ones. This book doesn’t cover starting a religious nonprofit, such as a church, in any way. Be sure to seek out very specific advice if that is your goal.




 



But all that said, don’t be scared away! Nonprofit organizations provide essential services to the world and provide meaningful work to employees and volunteers. It’s rewarding work, and if you ask most nonprofit folks, they’ll tell you there’s nothing they’d rather be doing. So get ready to turn to Chapter 1 and start saving the world.




CHAPTER 1

Saving the World by Being True to a Mission

The great majority of nonprofits get their start because someone is on a mission to help serve a need in their community that isn’t being served otherwise. That need could be as seemingly obscure as preserving specimens of old appliances to as obvious as helping people who lack financial means get basic necessities. In fact, federal, state, and local governments seem to rely on the nonprofit sector to extend the assistance available to those in need—from abuse safe houses, to addiction rehabilitation, to feeding hungry children, and definitely to pets in need—a service every community needs but to which the government does not contribute in any meaningful way, and which is fully addressed by nonprofit animal shelters and rescue organizations.
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The nonprofit sector has around 11 million employees, making it the third largest industry in the United States, but it accounts for only about 10 percent of wages and salaries in the U.S.

—The Economics Daily, U.S. Department of Labor, Bureau of Labor Statistics (www.bls.gov/opub/ted/2014/ted_20141021.htm)




 



Other organizations keep the cultural aspect of our society intact. Nonprofit theatre groups, literary organizations, art museums, and historic preservation groups ensure that the history and culture of our society are not only preserved, but continue on.

In turn, for helping fulfill the needs of the greater community, these organizations are given nonprofit status in the eyes of the IRS and are not required to pay taxes on the donations they receive. And donors to the nonprofits are further encouraged to donate, not just to help the needy or preserve cultural artifacts for future generations, but also for the pot-sweetener that these donations are (typically) tax deductible. It ultimately is a win-win-win situation: The nonprofit gets to fulfill its mission without dealing with tax dollars, the donor gets the advantage of tax deductions, and the government gets help fulfilling its mission of taking care of its citizens.

How Will You Save the World?

What is the mission that is near and dear to you? Nonprofits exist in almost every category imaginable. This section provides an overview of some of the major categories of nonprofits currently at work in the U.S. and beyond.

Medical

Hospitals represent some of the largest nonprofits in the United States. Not only are they big, but they are very complicated and very expensive, each representing millions of nonprofit dollars. Tufts Medical in Massachusetts, the Cleveland Clinic in Ohio, the Mayo Clinic in Minnesota, and Loma Linda University Medical Center in California are all extremely well-known nonprofit hospitals that attract patients from all over the world. They all have giving programs and receive donations from grateful patients or their families or alumni of the university with which they are affiliated, along with many other donors. Many nonprofit medical centers have three-tiered nonprofit programs including educational, medical treatment, and research.

But hospitals are far from the only medical-related nonprofit organizations. Most medical associations like the American Heart Association, the American Diabetes Association, the American Cancer Society, and the Multiple Sclerosis Society are well known to the general public. Other nonprofit associations, many of which are far less well known, exist for almost any medical condition. The mission of such organizations is typically three-fold: to educate patients through workshops, programs, written materials, and online information sites; to assist patients with managing their lives with a particular condition or disease; and to donate to, encourage, and otherwise facilitate research to help manage and cure the disease.

Many medical/health-related nonprofits are started because of a personal experience with a particular disease or condition. For example, The Michael J. Fox Parkinson’s Research Foundation bears the name of the famous actor who has publicly shared his diagnosis with the world; the foundation seeks to find a cure for Parkinson’s disease. The Susan G. Komen for the Cure, formerly the Susan G. Komen Breast Cancer Foundation, was founded by Komen’s sister, Nancy G. Brinker, who promised her sister she would do everything she could to find a cure for the breast cancer that ultimately took Susan’s life. (The Susan G. Komen for the Cure organization experienced some negative publicity that will be discussed later in this book as an example of how to—or how not to—deal with bad press resulting from decisions or statements made by an organization.)

Smaller medical nonprofits are also common. In Colorado, the 43-year-old Roundup Fellowship helps people with developmental disabilities lead a better life. And the compassionate Balloons for Luv is a 501(c)(3) that provides Mylar balloons with cheerful messages to kids receiving medical treatment for serious illnesses.

Later in the book we will hear from Catherine Poole, founder and executive director of the Melanoma International Foundation, who started the foundation because of her own experience with melanoma and the difficulty she had finding useful information to help her with her own battle with the disease. Now 24 years a survivor, she became determined to help other people find information and assistance and started her organization a decade ago.
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Before starting up a whole new nonprofit, investigate whether your nonprofit idea might fit as a project within or as a new branch of an existing nonprofit.






Education

Perhaps the second largest nonprofit sector is education. The biggest players in the education sector are, of course, the major universities and private colleges. They seek significant support from alumni who graduated from their school and went on to do great things. With fond memories of their alma mater, these graduates often write very large checks to the college/university that helped them be so successful.
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It is perfectly acceptable to elect company officers who also serve as members of your board. For example, you can have a director/president, a director/vice president, and a director/treasurer.

—LegalZoom (www.legalzoom.com)




 



Universities, like hospitals, have vast infrastructure. When they want to build a new building or complex devoted to a specific educational topic, they start with a behind-the-scenes search for that huge donor who may be given “naming rights.” The Cummings School of Veterinary Medicine at Tufts University, The Anderson School of Management at the University of New Mexico, and Rockefeller University in New York are a few examples from the endless list of departments and even entire schools named after the person who put up the funds to found the school or was a key donor to a specific academic department.

Sometimes a department is named after a famous alum or former faculty member to commemorate the person’s contribution to the success of the establishment. For example, the Fiske Kimball Art Museum at the University of Virginia was named for the man who was the head of the first art and architecture department at the school.

If your nonprofit startup will have a facility, offering such visible naming rights to significant donors can be a great source of funding. We discuss how to conduct the various stages of such a campaign and some unique ideas for naming opportunities in Chapter 9 on fundraising. Even if you don’t have a physical building you could name after someone, you could name projects, campaigns, and other efforts after them. Don’t discount this potential source of funding.

The Arts

One of the things that distinguishes us humans from the rest of the animal world is our ability to appreciate something that is considered nonessential to the basics needed for existence—art. (There are many who would argue that the arts are essential to existence, but you get the drift here!) The arts in this context encompass music, fine art, performance art, and literature.

Communities of almost any size often have small and medium-size theatre troupes. The small “city” of Portsmouth, New Hampshire—whose population has never topped 30,000—is a vibrant waterfront city within easy drive north of Boston and has been home to several regional and local theatres for decades. The community seems determined to care for its art groups through thick and thin.

Larger cities are typically home to anchor nonprofits in each category: a symphony, an art museum, perhaps an opera house and/or theaters, and a large library. Many times these are housed in historic buildings whose preservation through a local nonprofit historic preservation group or a “friends” of the building group becomes a source of community pride—and helps keep the organization alive and thriving.

Museums of all kinds fall under the arts umbrella. There are museums for practically everything you can imagine. For example, in a small area of rural New Hampshire you have the New Hampshire Farm Museum, Boat Museum, Children’s Museum, two small natural history museums (the Woodman Institute and the Libby Museum), and the Wright Museum dedicated to the World War II home front. All nonprofits. And all with a mission to keep alive the history of something that someone—or, often, several someones—felt the need to preserve.

Fine art museums, of course, are key institutions in many larger cities. The Metropolitan Museum of Art in New York, the Art Institute in Chicago, and the Getty Museum in Los Angeles are all large, well-endowed institutions. Some are the result of the vision of one person, or a family, to preserve a collection of important artworks or a style of art. Perhaps you have in mind a smaller art museum—everything started small at some point!


 




stat fact


[image: ]




[image: ]



Local and small nonprofit venues are teeming with women in power, but when big money comes into play, boundaries go up quickly . . . Overall, women comprise 43 percent of the membership of nonprofit boards; but that drops to 33 percent when considering boards of nonprofits with incomes of $25 million or more.

—Nonprofit Quarterly (www.nonprofitquarterly.org)






Service

Service organizations include social services, but also much more. Perhaps you want to teach people how to build wooden boats or do repairs on their home or write a book. Often these activities are programs offered through a nonprofit with a broader mission. The Loft Literary Center in Minneapolis, for example, offers classes for writers but also holds events and offers resources to writers in their mission of being “dedicated to the advancement of writers, fostering a writing community, and inspiring a passion for literature.”

Conservation groups such as local land trusts, and statewide and national organizations, provide a watchdog service of keeping tabs on natural resources and development, particularly in sensitive environments, and land use that is detrimental to a specific species. They do the hard work of holding and monitoring easements that might otherwise not be done, and much more.

Some organizations go beyond the local—in fact they go wherever they’re needed. First Response Team of America sends teams to areas hit by disasters such as floods, earthquakes, and tornadoes very quickly. Once on the ground, First Response teams join local first responders and help residents until other, more official disaster response arrives.

Social service agencies help vulnerable and/or low-income populations in a community. Think things like food pantries that provide basic necessities to those in need, free or inexpensive legal services, safe houses for abused women and/or children, support services for the elderly such as Meals on Wheels, transportation for those unable to drive themselves to the grocery store or doctor, shelters for the homeless, or animal shelters that help the community care for homeless pets and help citizens who no longer can care for pets for myriad reasons. These service nonprofits often supplement or in effect replace local, regional, and state agencies and provide for their citizens.

This is where the nonprofit sector shows how critical it is in providing fundamental services to the community. In fact, during periods of economic strife, such as the Great Recession of the late 2000s, it is doubly difficult when federal dollars are cut for these kinds of services and people turn to nonprofit organizations for help but donations have slowed for them as well, making it even harder to provide services.

The IRS Categories

The Internal Revenue Service, under the 501(c)(3) designation, has its own categorization of nonprofit status. The main type of nonprofits, Type 1 under Section 501(c)(3), includes educational, concerned with public safety, literary, religious, promoting amateur sports, and cruelty prevention of both children and animals. A little light reading to become familiar with IRS publication 557 (see www.irs.gov/Forms-&-Pubs) before categorizing your nonprofit is not a bad thing to do.

Beyond those general categories, the IRS further delineates nonprofits using such categories as “private foundations” (think of the ones you hear associated with NPR or PBS programming—the Getty Foundation, the John D. and Catherine T. MacArthur Foundation) and “public charities,” including research groups and educational institutions.
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Write your mission statement without worrying about length. Then edit it down until it says what your mission is in the fewest possible words. Get help from a freelance writer/editor if you are not a wordsmith yourself—that’s an inexpensive way to get the best mission statement. Chapter 2 talks more about writing mission statements.




 



According to Nonprofit Central (“Types of NPO: IRS Classification,” www.startnonprofitorganization.com/types-of-npos-irs-classification), there is also a “quasi-nonprofit” category—a mix of nonprofit and for-profit aspects, which is a very complicated business structure for someone looking to start a nonprofit.

Last, advocacy groups that are formed specifically to influence public policy and government are not considered 501(c)(3) nonprofit organizations under the IRS tax code. If you plan to do any advocacy in your nonprofit, be very careful to investigate the specific laws regarding advocacy, lobbying, and politics. There is some small amount of advocacy work that a 501(c)(3) is allowed, but you need to know very specifically for your type of nonprofit organization how you can go about this—perhaps by hiring a separate lobbyist using money designated specifically for that purpose, or perhaps only a certain percentage of your revenue can be used for advocacy work.

Other IRS Startup Information

The IRS online has a fantastic section on its website called The Life Cycle of a Public Charity at http://irs.gov/Charities-&-Non-Profits/Charitable-Organizations/Life-Cycle-ofa-Public-Charity. This outline covers all the ways that the nonprofit startup will intersect with the IRS; it includes what you need to do every step of the way to make sure you are in compliance with the IRS rules.

The Life Cycle starts with a list of all the organizing documents you will need, from your bylaws, to your EIN application, to your 501(c)(3) determination letter, to Form 990 (covered in detail in Chapter 4).
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It is best not to solicit donations to your new nonprofit until you have all the paperwork in place, especially your 501(c)(3) determination letter, and have filed your articles of incorporation.




 



You cannot find a better way to be sure you are following all the appropriate processes than checking this Life Cycle and following the steps. The IRS online information will be the most up-to-date you will find, including the ways that you can jeopardize your tax-exempt status.

The Numbers

According to the “Nonprofit Sector in Brief 2015,” prepared by the Urban Institute (www.urban.org), there are more than 1.4 million nonprofit organizations in the U.S. registered with the IRS. That is a lot of nonprofiting. And that is where you might want to think long and hard about whether you need to add another nonprofit to the list.

The report also states that public charities account for about 60 percent of the 1.41 million nonprofit organizations in the United States, and contributed about three quarters of the revenues and expenses in the nonprofit sector. Public charities are organizations such as arts and cultural organizations, environmental groups, animal shelters, education, and health-related nonprofits. According to the report, in the decade between 2003 and 2013, “. . . nonprofit revenues and assets grew faster than GDP: after adjusting for inflation, revenues grew 30.7 percent and assets grew 32.7 percent, compared with 14.3 percent growth for GDP. Expenses grew 27.3 percent (after adjusting for inflation) during the same period.”

About half of the revenue stream for most nonprofits categorized as public charities came from fees from providing services and cost of goods such as educational tuition and adoption fees at animal shelters.

Size

While many nonprofits consist of just one or two paid employees and operate on a budget of under $100,000, don’t think that just because an organization is nonprofit it has to be small. The Susan G. Komen for the Cure reported $250 million in earnings for the fiscal year ending March 2015, with total assets numbering $177 million—that is not your mom-and-pop nonprofit organization! While few nonprofits will get that large, it is a good example of how the sky’s the limit in your vision of your nonprofit.

You should definitely have a vision, and if you envision your organization staying small or mid-size, that’s great. If you see it getting large, that’s great too. But start out with manageable goals—whatever that means for the organization you have in mind and the resources that you have gathered. Like for-profit businesses, nonprofits get large through planning and implementing their plans in a methodical fashion, over the course of years.
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Seventy-one percent of millennials (those born between 1980 and 1995) have fundraised for a nonprofit.




 



Lastly, if you’re going to grow, grow for the right reasons. For-profit companies grow to make more profits—and to provide more money to their owners or shareholders. Nonprofits don’t grow for growth’s sake. A nonprofit grows in order to better fulfill its mission—feed more children, save more homeless pets, preserve more works of art and have more space for the community to enjoy the art the nonprofit is preserving, expose more people to theatre arts, or help struggling writers and artists.

The overall goal of a nonprofit is to use all the revenue brought in to serve the mission for which the nonprofit was established. This thinking is part of the basis for many nonprofits’ bylaws, which regulate that when the organization receives a donation of stock, the stock must be sold within two to three days. Donations to the organization are to be used for the sake of the mission; money is rarely used to make money.


 




   [image: ][image: ] Lessons from a Big Nonprofit





The Susan G. Komen for the Cure Foundation, started by the sister of the woman who died of breast cancer for whom the foundation is named, is a huge nonprofit that found itself embroiled in a controversy that brought the foundation down several notches. An announcement in January 2012 that the organization would stop funding Planned Parenthood set the Komen Foundation down a road of unexpected crisis. According to a report in The New York Times in November of 2012, the foundation saw boycotts of not only the foundation itself, but of corporate sponsors as well. Planned Parenthood began receiving large donations from other donors and organizations.

The media attention paid to the announcement (which was reversed four days later) was equal to the enormous size to which the nonprofit had risen. Several top staffers at Susan G. Komen resigned. The lessons learned, however, apply to nonprofits of every size.

             1.  If controversy does find you, face it head on.

             2.  Find a communications consultant to help if you don’t have a communications director on staff.

             3.  Perhaps most importantly, focus on your mission more than ever before. Do as the Komen Foundation did and get back to the stories of the real people your organization is impacting.

Unfortunately, although it mitigated the damage to some extent, the Komen Foundation’s blunder has still had long-lasting impact, with revenues down from $348 million in 2012 to $250 million in the fiscal year ending in March 2015. Imagine one decision costing your organization 28 percent of its revenue, and the reality of how quickly things can change will help any organization focus.






Let’s Get Started!

If after reading this chapter you are ready to move on with starting your nonprofit, that’s great! The nonprofit sector does amazing work helping the most vulnerable in communities, from hungry children, to abused women, to homeless pets. The sector also makes sure that we continue to value the humanities and the things that make humans distinct from the rest of the animal world—the creation of art, literature, music, and thought-provoking ideas and inventions.
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Make sure you are telling the whole story of your nonprofit’s service. For example, animal shelters do not provide services just for the furry critters that end up homeless—they provide a critical service dealing with the unwanted pets in a community.




 



Without the nonprofit sector, a significant piece of the economy in the United States would be lost. Although starting a nonprofit is neither simple nor easy, the rewards can be enormous. Like starting a small business, start slow and focus on planning. Plan for the launch of your nonprofit, and plan for growth, and your nonprofit is likely to succeed!




CHAPTER 2

Setting Up Your Nonprofit for Success

You have your idea. You are convinced that your idea is best served by being set up as a nonprofit organization, not as a small business. You’ve done due diligence that there is not another nonprofit (or for-profit business) that is accomplishing the mission you have set for your organization. You have also explored whether or not there is an organization that is doing similar work or work within your sector that you could establish yourself within, using it as a “fiscal sponsor” instead of creating a whole new nonprofit organization (often appropriate for a mission that has a clear endpoint, such as helping rebuild after a disaster).
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Do you know someone as committed to your cause as you are? Consider having a co-founder—not only does it spread the work, it spreads the word exponentially by having that many more connections to contact about your nonprofit.




 



If you have done all this, and still decide your idea and its mission merits its own organization, you are ready to start the process of establishing your nonprofit. Figure 2–1 is a checklist to help you get started.

Incorporating

Once you have filed your organization’s “articles of incorporation” with your state, your organization is now considered to exist. The articles of incorporation contain the following (in most states):

       [image: ][image: ]  Your organization’s legal name

       [image: ][image: ]  Your organization’s address and other contact information

       [image: ][image: ]  The purpose or mission and perhaps vision of the organization

       [image: ][image: ]  The fiscal agent, if there is one

       [image: ][image: ]  The names of the board of directors


[image: FIGURE 2–1: Checklist for Starting a Nonprofit]


FIGURE 2–1: Checklist for Starting a Nonprofit

This is the document that officially designates the creation and existence of your organization, similar to any other business.

Writing Your Mission Statement

A mission statement should do just that: state your mission. It answers questions like what is the purpose of your proposed nonprofit? What will it do and for whom and how will it do it? Distill things into one sentence that sums up your nonprofit and its goals, and you have your mission statement.

You should put some real time and effort into your mission statement, as it will always be there to guide the organization, perhaps for years—perhaps even beyond your tenure if the organization is successful and you move on to other pursuits. You might quote it on a plaque and place it prominently in the office for all to see and remember. You might include parts of it as your signature on your organization’s emails. It represents the core of your organization and provides a place to always come back to when you need to check how you’re doing and whether you’ve strayed from your original purpose. All of your staff should know and be able to state in their own words your mission statement.

A mission statement says who you are, what you do, for whom, how you do it, and why you do it. That’s it. It sounds like it should be easy. Here’s a typical example: “Pets and Pals is a 501(c)(3) animal care organization that provides shelter and care for unwanted dogs and cats in Zionsville, Indiana, by assembling and focusing the resources of the community for the benefit of your furry friends.” That’s kind of wordy and, frankly, boring and predictable. It also doesn’t get to the why.

You can be briefer and less formal. Here are some real-life examples:

           Possible Health: “Possible is a nonprofit healthcare company that delivers high-quality, low-cost healthcare to the poor.” That’s just 16 words, but it gets the point across very well.

           National Wildlife Foundation: “Inspiring Americans to protect wildlife for our children’s future.” Just nine words.

           The Humane Society: “Celebrating animals, confronting cruelty.” They got theirs down to four words.

           TED: “Ideas worth spreading.” Just three words! Talk about pithy.

You may want to write your mission statement yourself or enlist a partner or a team. You might think about having your board devote a meeting to coming up with the most succinct statement about the organization. However you choose to do it, remember that your mission statement will serve to explain your cause and inspire others to join. Give it some careful thought!

Bylaws

Your bylaws make up one of the most important documents of your organization. This document outlines everything about the way you do business. Bylaws are the set of rules by which your nonprofit will operate. Bylaws include many details that will come up in other places throughout this book. These details may include but are not exclusive to the following:

       [image: ][image: ]  The parameters for selecting a board of directors, including a range of the number of directors, the term of the directors, how directors will be appointed/elected, how the executives of the board will be determined, and any guidelines for how replacements will be made if directors step down before their term is up

       [image: ][image: ]  Guidelines on the use of donations such as bequests and gifts of stock

       [image: ][image: ]  The curation of artifacts, rules regarding deaccessioning and/or sale of items in a museum’s collection

       [image: ][image: ]  The hiring of, review of, firing of, and replacement of the executive director

       [image: ][image: ]  The rules for changing the bylaws

       [image: ][image: ]  Membership rules, if applicable, including whether the organization is required to have an annual membership meeting
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Be sure the bylaws include the procedure for amending, updating, and changing the bylaws themselves!






Nolo.com recommends putting rules and regulations in the bylaws as much as possible, as opposed to putting them in the articles of incorporation, which are much more complicated to change than the bylaws. Think of bylaws as an operating manual—when things change, you can change the operating manual. The free, nonprofit help site Form 1023 (http://form1023.org) has a sample set of bylaws available for study and adaptation at http://form1023.org/how-to-draft-nonprofit-bylaws-with-examples.

The All-Important 501(c)(3) Tax Status

The IRS tax status known as 501(c)(3) is the key to your nonprofit non-taxed organization. Apply for this as soon as possible; you will use the resulting tax status letter often. Log on to the IRS site at www.irs.gov and search for Form 1023, Application for Recognition for Exemption Under Section 501(c)(3) of the Internal Revenue Code.
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If you rent office space from another nonprofit or within a for-profit company, think about whether you need a separate entrance—those situations are out there but they can be harder to find.






Tax Deductible

Donations to your 501(c)(3) organization are tax deductible by the donors with certain criteria. The responsibility on the organization’s part is to document donations and acknowledge them with a formal letter (see Chapter 9 on development/fundraising for further details). Do not give tax-deduction advice to donors, but refer them to a tax accountant or to the IRS publications regarding charitable donations. The IRS is very specific regarding tax deductibility of charitable donations, and you don’t want to give out inaccurate information.

Public Charity vs. Private Foundation

When the IRS makes a determination on your nonprofit status, what they have to go on is what you present to them. Nolo.com defines public charities as groups that “derive most of their support from the public or receive most of their revenue from activities related to tax-exempt purposes.” Nolo goes on to explain that “Most groups want to be classified as a public charity because private foundations are subject to strict operating rules and regulations.

“Under IRS regulations effective September 9, 2008, all new 501(c)(3) groups will automatically be classified as public charities for the first five years as long as they demonstrate in their Form 1023 that they reasonably expect to receive qualifying public support. These rules eliminate the requirement that new groups applying for 501(c)(3) tax-exempt status seek an advance ruling on their public charity status.

“For the first five years, the group will maintain its public charity status regardless of how much public support it actually receives. After the initial five-year period, the IRS will start to monitor whether the group receives the public support necessary to qualify as a public charity.”

The Founder’s Role

If you are reading this book and planning to start a nonprofit, chances are you are or will be considered the “founder” of the organization. Many times there are several people looking to serve a mission, and all would be considered founders of the organization.

If you are the sole founder, you need to decide what you want your role to be as the organization gets underway. Do you plan to serve on the board and be an overseer while hiring an executive director (ED) to run the day-to-day operations? Or do you plan to be the day-to-day person taking on the ED role while you look for community members to fulfill the board of directors? (See the upcoming section “Executive Director” for more on the ED’s role.) Not surprisingly, there are benefits and drawbacks to either scenario.

The person who thought up the idea to create the nonprofit that will serve the identified need and fulfill a mission is likely the person with the most intimate view of how best to do what needs to be done. In some ways, that person can best serve the organization by being a member of the board of directors, likely the chair or president, offering a big-picture view of the work that needs to be done and laying out how best to accomplish it.

However, that person with the founding idea may in fact be the best person to be the executive director who is going to roll up her sleeves and work tirelessly taking on all the roles that need to be taken on to accomplish the mission. The choice of what role you, the key founder of the organization, choose to take on often depends on personality traits and the type of work you like to do. If you are more visionary and not detail-oriented, being chair of the board is perhaps the best fit. But if you are really someone who wants to be a boots-on-the-ground person doing the work of the mission, then perhaps executive director might be the best role for the founder as the organization gets underway.


 




warning
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Don’t assume that because you are new you won’t need to file financials with the IRS at the time of submitting Form 1023 requesting tax-exempt status. You should plan to create pro formas (or estimates) of your profit and loss statements for three to five years.




 



Money may be the real deciding factor. Many a nonprofit starts life as a solely volunteer organization with a working board of directors that divides up all the roles that the nonprofit needs in order to get going. Boards of directors are almost always unpaid, whereas executive directors are typically paid positions. Organizations often start with working volunteer boards getting the organization’s finances in shape until the financial status of the organization shows that it is ready to pay a director. Or perhaps a grant application is approved that asked for funding for an ED for a specific period of time (typically one to two years) with the idea that the ED would do what needs to be done to improve the organization’s financial position to the point of being able to sustain paying the ED on its own.

Board of Directors

Whatever the initial board of directors is doing—oversight only or oversight and worker-bee—along with 501(c)(3) status comes the requirement to have a board of directors. The size of the board of directors is variable. Some states have specific rules regarding size of the board in relation to the size of the organization, so be sure to research your state’s rules.

Typically you want enough directors for a good representation of the constituents you serve and the design of your organization. The specifics are covered in Chapter 3, but in general, common sense can help guide you: If you are a medical organization, you will want a doctor on your board, a museum might want an art curator on the board, and so on. Your board will also want to be sure to represent the geography of your organization—if you are a statewide organization, a board member from every county or region is important; if you are a countywide organization, a board member from at least all the significant-sized towns in the county will be useful. Most organizations also benefit from having a lawyer, an accountant, and a banker on the board. Those are the kinds of board development considerations to keep in mind while fulfilling the requirements of the IRS, the state, and your bylaws.

Executive Director

An executive director (ED) may or may not be in the cards for your startup organization. Executive directors are the CEOs of nonprofit organizations. They run the day-to-day business, manage employees, and are responsible for income and expenses and keeping within budgets. If the nonprofit has a location, the ED is typically on location.

The executive director reports to the board of directors. The board should plan to review the ED annually, establish goals, and determine whether or not those goals are being met.

Many organizations do not hire an executive director until the organization is operating in the black and has the funding to pay a director’s salary. See much more about EDs in Chapter 5, which covers in detail this important position within the nonprofit organization.

Lining Up the Right Professionals

You don’t need a huge budget to get the help of professionals, but getting the help of professionals is critical—the classic example of how spending some money now will save you money down the road. It helps to find professionals who have nonprofit experience, but don’t overlook professionals who do not currently have nonprofits in their portfolio but would like to add nonprofit clients to expand their reach. Such professionals may give you a great hourly rate in exchange for learning with your nonprofit.

Bookkeeper

A bookkeeper is almost essential. Many bookkeepers are independent contractors who work with many clients. They spend a few hours here, a few hours there. Having a bookkeeper come regularly—for example, every Thursday morning, every Monday afternoon, whatever—costs little and saves lots. Your bookkeeper will prepare deposits, pay incoming invoices, prepare outgoing invoices, reconcile bank accounts, keep track of donation pledges and invoices for those that are due, and do much more. If you have employees, your bookkeeper will prepare payroll, keep track of payroll taxes, and calculate vacation time. A bookkeeper will keep your financial reports up-to-date. And they will alert you when something is amiss.

For the small nonprofit, all this really will take only a few hours a week. And it is well worth every penny.

Accountant

An accountant will take your financials to a higher level. They will close out your books at year-end and help you prepare your financials for the auditor (see below). The accountant might prepare your IRS Form 990. An accountant will do a higher level of accounting work than the day-to-day, week-to-week bookkeeping (and may charge accordingly). Especially as you begin to grow, the role of the accountant becomes essential.

Lawyer

Even if you have a lawyer on your board of directors who will do pro bono work for you, it is important to have legal representation at the ready for anything that might require a lawyer who doesn’t have a conflict of interest by being on your board. An outside lawyer might also help you see things from a different perspective that someone invested in your organization might not see, especially in the startup phase. A lawyer will help you pinpoint things you need to cover yourself for and help you see things that are potential liabilities that might not cross your mind. They can help with trademarking names, name changes, and most anything legal. Having a lawyer on retainer or at least on standby and familiar with your organization is critical. Just because you are a nonprofit, for instance, does not mean you can’t be sued.

Auditor

An auditor for a nonprofit is someone who comes in and reviews all your financials—from your process to your final reports—and verifies as someone independent of your organization (an independent audit is how it is often referred to) that you are doing things legally, above board, and that your books are all in order. An independent audit is not cheap—$10,000 is perhaps a low figure—but many large grants require that you send audited financials, so the audit is another one of those areas where spending money is important in order to get money.

Marketing

Even nonprofits need to do marketing. A marketing professional may be the best way to get your message out to potential constituents or donors. If you are starting a museum or attraction that you want people to visit, having marketing brochures that can be placed at key tourist sites or in mailings or even at the chamber of commerce is critical.

Nonprofits also advertise, especially if they put on events that need attendees to be successful or have a site that they want people to visit. Marketing professionals can put together the right advertising piece for you, whether with print materials, media exposure such as radio and TV, or online and through social media.

A marketing professional can help a startup nonprofit with branding—coming up with a logo, image, slogan, or whatever it may be that people immediately associate with your organization. Think of the Livestrong yellow wristband or the red cross of the American Red Cross Association—these are unmistakable identities associated with the organizations thanks to branding and marketing.

Information Technology

Chances are your organization will be using computers in some capacity. Whether it’s one lonely desktop or a network of laptops, having someone to call on when things go haywire is invaluable. This is the kind of service you must line up before you need it—because when you need it, you will be desperate to get help and every minute of downtime hurts you. That’s not the time to be browsing around looking for someone to fit you in.
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Burnout is as real for founders of nonprofit organizations as it is for small-business owners. Don’t let all your hard work and commitment to your mission go out the window simply because you’ve exhausted yourself. Find colleagues and learn to delegate! You’re not serving your mission if you’re running yourself into the ground.




 



Your IT solution does not have to be expensive, nor does it have to involve a big technological outfit. Many independent, self-employed individuals have made themselves very computer literate and can help a nonprofit with their technological needs and dilemmas.

You might start by finding someone to walk through your plans with you and help you decide what your technological needs are for startup and what they might turn into a year or two down the road. Your IT person might even be the one who will research a donor database that’s right for you, or, if you do the research yourself, they certainly are the one who will help you get the database up and running (see more on donor databases in Chapter 9). What you don’t want is to wait to identify an IT person to help after your system has crashed and you have a donor mailing on its way out the door to meet a deadline and you can’t print mailing labels or download a mailing list or whatever you need.

Again, this can be an on-call person, but you want to establish a relationship before you ever need technology services. You can get started by typing something like “[Your City] IT professionals onsite computer maintenance” into the search bar of your favorite search engine.

Other Professionals

There are many other potential professionals that you might want to hire or have on call. Animal shelters typically have either an on-staff veterinarian (if they are a large, well-established shelter) or, at the very least, a veterinarian whose license they operate under to be able to do certain things themselves in-house, like vaccinations (especially ones like rabies that have legal ramifications) or administering prescription medicines. This kind of relationship is critical for expediency and cost effectiveness—and, of course, for the mission of an animal shelter.

A museum might want to have a curator at the ready to help with determining whether a donation for the collection is worth retaining or whether it would be better to sell it for funds to collect items that the museum would really benefit from having.
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If your organization is taking over more than 25 percent of the assets of a previously existing organization, you may be considered the successor to that organization. The IRS will want to know this in the history section of Form 1023.

—Nolo.com, “Acquiring Nonprofit Tax-Exempt Status: Additional Steps”




 



In many instances, having established a relationship with a professional is definitely worth doing ahead of time, before you ever need their service. Having one on the books early on may also bring another benefit: assuring grant funders or other donors that you have the expertise on hand to do what you need to do.

Location

This chapter is titled “Setting Up Your Nonprofit for Success.” But to achieve success, you need a location. What kind of space will you need? It’s a rare organization that doesn’t need at least some kind of office space, even if it’s just one room.

Homebased

Perhaps you have a room in your home that you can use while you get your nonprofit underway. Well and good—just be aware that the home office for a nonprofit brings with it similar concerns to a homebased business. Some questions to ask yourself include the following:

       [image: ][image: ]  Is your home office space appropriate for meeting people? These people could be potential funders, major donors, suppliers, and board members. You need to be sure your homeowner’s or renter’s insurance covers people that are meeting you there for your nonprofit organization’s business. This may involve a call to your insurance company to double-check.

       [image: ][image: ]  If the answer to the above is no, are there other options for meeting people? Perhaps your organization is small enough and casual enough that meeting people at the local coffee shop is acceptable. Meeting in public spaces like that might be okay for some meetings and for some period of time as you start up, but in the long run you won’t want to meet major donor prospects in such a public environment. Maybe meeting a prospect for lunch or dinner in a restaurant with a more private area can solve that need. Check out your local office rental options. Perhaps your community has a business that rents office/meeting space to people on a short-term basis. Some larger nonprofits allow small nonprofits to “rent” their conference rooms, sometimes even for free or for a small donation.

       [image: ][image: ]  Will you be able to professionally conduct business, whether it is over the phone or via Skype/Facetime, without being interrupted by your young children, your dogs barking at the UPS courier, your parrot screaming (just because that’s what parrots do), or your kids playing video games on the other side of the living room from where your office desk is?

       [image: ][image: ]  Can you disengage yourself from the housework and yardwork around you as you try to work from a home office? Sometimes it is just better to get out of the house and focus on the task at hand without distractions. And often it is best, if at all possible, to separate your home life from your work life, especially if you have a family.

Renting Office Space

Ultimately, professionalism is as important in the nonprofit world as it is in the for-profit world. Potential donors want to give to an organization that looks like it will succeed—not to one that looks like it’s struggling along by the seat of its pants. However, there is a fine line between looking like you can succeed and looking like you are being excessive—donors don’t want to give to wasteful nonprofits, either.
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Check with the National Council of Nonprofit Associations (www.councilofnonprofits.org) to see whether there is a nonprofit incubator in your community that can help you get started with low-cost sharing of resources.




 



So take it slow on the location decision if you can. You may decide that a one-room office would suffice for quite a while as you get your nonprofit up and running. That doesn’t have to mean it has to be in your home. Check around town for whether a bank or law firm or other business that tends to have a lot of private office spaces might have an empty office that you could rent (or perhaps they would even donate the value of the rent—which, after all, would be tax deductible for them) for a set period of time. Make it at least one year so you don’t have to spend all your time scrambling for the next office space.


 




   [image: ][image: ] Agricultural History




The New Hampshire Farm Museum in Milton, New Hampshire, began in the 1970s when some friends started talking about the frustration they felt seeing farm implements rusting and rotting in fields and barnyards across the state. They decided to start preserving some of these tools for posterity and were established under the name the New Hampshire Farm Museum long before they had a space to display such tools.

In the late ’70s, a property was bequeathed to a statewide land trust that included a few hundred acres and a huge, classic connected-building farm structure. With two barns, a shed, and a two-story house, and the knowledge that the land trust would want to focus on the land and not the buildings, the founders of the Farm Museum knew they had found the home for their collection. The land trust was agreeable to them acquiring the building along with some of the acreage. The collectors began the years-long process of bringing their collection home to roost—all in 17 chock-full barns scattered across the state!

The New Hampshire Farm Museum continues to this day with the mission of ensuring that generations to come have a place where they can learn firsthand about the long history of agriculture in the state.




 



Many nonprofits operate out of vacant houses in the older districts of small cities. Perhaps an established nonprofit has an empty room in the house that you could use. This can be a win-win, where they could fully utilize their space and get some rent income while you can avoid committing to a space until you know what you need or want or until you become large enough to warrant getting exactly what you need.

Other Space Needs

A service nonprofit may have very specific needs, especially if you are providing medical or food services. Look for suitable spaces that are vacant—the building that was full of doctors’ offices that have all moved into the new medical high-rise built by the local hospital can make a great medical-related nonprofit location. The longtime restaurant that shut down when the owners retired can serve as a practically ready-made soup kitchen with the appropriate seating and commercial kitchen.

Even if you are a service nonprofit that is going out into the community to provide services instead of having the community come to you, chances are you will still need storage space. Food and some medicines may need refrigerated space. Medicines that are delivered with syringes and needles will need locked storage.

Are you starting that toaster museum? Maybe the shuttered Legion Hall would make a perfect setting with open space to display toasters through the decades!

The Next Move

Now that your nonprofit is set in motion, it is time to establish your founding board of directors. You likely have thought of many potential candidates already; many of them may be people you consulted with before making your decision to go ahead.




CHAPTER 3

Choosing Your Board of Directors

Starting a nonprofit requires creating a board of directors (also sometimes called a board of trustees) that oversees the operation of the nonprofit. Members of the board are volunteers like any volunteer for the organization. Selection of a board is a critical aspect of startup.

A mature nonprofit may have a multitude of criteria when looking for potential board members. The startup, however, is going to want a diverse board representing two key characteristics:

       [image: ][image: ]  Entrepreneurial spirit

       [image: ][image: ]  Abundance of energy

The startup’s board will likely be heavily focused on being a “working board”—one that rolls up its sleeves and does the work of the nonprofit to fulfill its mission and help make it a sustainable operation.

Another useful trait of board members who are in on the ground floor is that they have connections in areas that are key to the success of the nonprofit. For example, if a nonprofit is a medical-related organization, having a preponderance of board members who are in the medical industry somehow or another—nurses, nurse practitioners, doctors, radiologists, medical assistants, hospital administrators—will be helpful in having ready access to key information and issues pertinent to the organization. Likewise, if the startup is an animal shelter, having board members that are veterinarians, veterinary technicians, dog groomers, dog trainers, pet food supply store owners, animal control personnel, and so forth brings a lot of expertise into the organization on a volunteer basis.

Always useful to a startup nonprofit are board members who own their own small businesses. Why? Remember: Starting a nonprofit is not unlike starting a small business. In their tenure at the launch of your nonprofit, these small-business-owner board members will bring experience and knowledge that will help get your organization up and running and poised for growth to the next level. And they may own a business that can end up being useful in the operation of your nonprofit—board members with small businesses often contribute financially to the organization by offering free or deeply discounted goods and services.

Lastly, it is helpful to have a board member or two who hasn’t been in on the evolution of the idea from the beginning—these can be the people who will gently challenge the board as the organization really gets underway.

A Board’s Purpose

What is the key function of a board? Ellen Koenig, former director of education and resources of the NH Center for Nonprofits in Concord, New Hampshire, now a nonprofit consultant, explains it like this: Companies (at least publicly held ones) are owned by shareholders. Shareholders get dividends from the company’s profits. A nonprofit is designated with the no-tax status by the IRS in exchange for community benefit—that is, the taxpayers are agreeing to allow this fundraising organization to not pay taxes on those funds. So, essentially, the nonprofit is “owned” by the community (the “shareholders”), and the board represents the community’s interest in the nonprofit seeing that funds are used wisely and in support of the mission.
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Establishing a “culture of fundraising” within the board of a startup nonprofit right from the beginning is critical to the organization’s future. Fundraising experience can be a great asset to look for in a board member or two.




 



For these reasons alone, it is important that the board pay close attention to finances and insist on complete transparency of the organization.

Executives

Four members of the board are elected as the officers of the board: president, vice president, treasurer, and secretary. In a mature organization, the executives are elected by the entire board; for a startup organization, the founder may serve as the board president. Or, if the founder is to be the executive director, the founder may pick a board president and together they find and install the other three board executives. Then the five of them can work on pulling together board members, the total number of which is directed by state regulations and the organization’s bylaws.

Another approach would be to gather a full complement of board members according to the bylaws you have established and let them pick the four executives from the group.

President

The board president, whether in a startup or a mature organization, needs to have strong leadership capabilities. In a startup, the president should be someone with whom the executive director (if there is one at this stage—this is discussed further later in this chapter) can have a good working relationship since the president and the director will work together fairly closely. The board president should be totally committed to the mission of the organization.


 




fun fact
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Many boards might be surprised to learn that their organization has no provision in the bylaws regulating a minimum age for board members.




 



The president, especially of a startup organization, should also have deep connections to the community that are meaningful to the mission of the organization. For example, an advocacy organization that spends a lot of time in the political arena speaking up for their constituents at the state legislature would best have a board president who is politically connected and who can get the attention of the state legislative members and perhaps the media. An organization that relies on organizing events to fundraise will want a board president—and other board members—who are well connected in the business community and who have fundraising experience to garner sponsorship support of their events.

Vice President

The vice president’s key role is to sub for the president when he or she is not available—for instance, the VP would facilitate a board meeting at which the president could not be present. For a startup, which needs all the leadership it can get, the VP might also take on a particular project, event, or task as a pet project. There may also be other key roles that the VP can take on—perhaps be in tune with the personnel and provide an HR function, be the lead on reviewing the ED, and so on.

When picking the VP, keep in mind that this person is quite often the natural pick to assume the presidency of the organization if the president “terms out” or steps down. The VP certainly may have a different style and a different overriding agenda (that still meets with the mission), but the VP needs to fundamentally be in line with the mission. And the VP needs to have leadership capabilities to take on the president role if that becomes necessary. Just because someone is the vice president does not mean that they have to be made president (unless that succession is mandated in the bylaws).

While it could be awkward if the VP does not assume the top position after a vacancy at the top, the best interests of the organization should always be the top priority. If the VP is not the best choice for the president position but it seems that person expects to be president, the ED will need to begin a behind-the-scenes campaign to talk with other board members about the situation. Everyone should be prepared for the two top positions to become vacant if the VP leaves after expecting to become president and finding out that isn’t in the cards.
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Consider listing your board opportunities on forums like BoardnetUSA (http://boardnetusa.org), The Bridgespan Group (www.bridgespan.org), or LinkedIn (www.linkedin.com).




 



Don’t always assume that the VP is angling for the top position, though. Many board members are content with the placeholder VP position and would support another candidate for the presidential vacancy. If the relationship between the ED and the board, the board president and VP, and among the board itself is strong enough, it may not be surprising that the VP is happy not to assume the presidency. Some people deceive themselves about their leadership capabilities, and other people know they do not enjoy the top spot and prefer supportive positions.
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As of 2016, in the U.S. there were 1,097,689 public charities, 105,030 private foundations, and 368,337 other types of nonprofit organizations, including chambers of commerce, fraternal organizations, and civic leagues.

—National Center for Charitable Statistics, (http://nccs.urban.org/data-statistics/quick-factsabout-nonprofits)




 



All that said, the vice president position by no means should be looked upon as a throwaway position. The best boards have a specific role for the vice president—perhaps the VP is the chair of the annual key fundraiser, or the one who usually attends events representing the organization, or who knows how to write grant proposals. This key role will be unique to your organization; the point is, don’t overlook using the VP position to fulfill a key function on the board.

Treasurer

Quite logically, the person chosen as treasurer should be good with numbers. However, the real skill here is not as bookkeeper; the organization should have a day-today bookkeeper that records income and expenses and prepares financial statements. The treasurer is more of a big-picture person—the treasurer should be able to read the financials and interpret them in order to report to the board any anomalies for the reporting period and other specific line items on the financials that the board should know about.

She or he should also be able to answer the board’s specific questions about the financials and be able to help the director prepare financially related reports and research. For example, if the organization wants to purchase a donor database, what is the best way to fund such a purchase and what kind of purchase arrangement is best for the organization?

Secretary

A key role of the secretary position is to take notes at meetings and produce minutes. It is helpful to offer the secretary some training in minutes-taking. You want to avoid word-forword transcription of meetings, but the secretary needs to know enough to capture the key discussions and decisions of the meeting.

It may be good to revolve the secretary position on an annual basis. The only drawback to this is if a particular secretary is a great fit for the executive committee team (made up of the four board officers). What often happens is that the secretary is so busy writing down the meeting’s contents that she or he often has little ability to participate in the meetings.

The Rest of the Board

The remaining board members fill the mandate set by your state. For example, in Arizona, a nonprofit board may consist of just one person. In New Hampshire, a board must have a minimum of five members. Your bylaws also guide your board membership.

Committees

There’s no shortage of clever quips about the haplessness of committees. For example: A committee is a collection of the unfit chosen from the unwilling by the incompetent to do the unnecessary. It’s pretty easy to make fun of the idea of a committee—but your committees, should you form them, don’t have to fall into the stereotypes. Committees can and do perform good work.

Some boards have a strong committee structure, and others do not. It really depends on the kind of organization you have, how large the nonprofit is, and how the board was originally established to function. Committees can be a great way to get key, targeted work done. However, be careful not to overwhelm your board with committees—establish only those committees that are essential to the accomplishment of the mission.

Before establishing any committees at all, think carefully about whether an ongoing committee is necessary or whether a more short-term structure such as a “task force” is more suitable. People are often reluctant to sign up for committees, which sound like they will be comprised of endless boring meetings, but may like the more temporary structure of a task force. Semantics aside, it really revolves around how you present the group. For example, if the organization needs to hire a new executive director, it is pretty clear that a search committee for the position is short-term—once the new director is hired, the search committee has done its job and is abandoned.

Most organizations of any size have the following standard committees:

       [image: ][image: ]  Executive Committee. This is comprised of the four executives who carry out policy issues as are often prescribed in the bylaws.

       [image: ][image: ]  Development Committee. This fundraising-focused committee is usually comprised of a couple of key board members who have experience and/or a propensity for fundraising as well as a couple of community members. These community members are often strong supporters of the organization and are well connected in the arena of the nonprofit’s mission. They may not be (or may not see themselves to be) skilled at fundraising or cultivating new donors (of course, it is great if they are!), but they can provide useful information in recognizing potential supporters of the organization and helping shepherd them to a meeting that may result in a donation and long-term support. The development committee focuses on fundraising, but that large topic can include discussion about planned giving efforts, membership, major donor cultivation and stewardship, key events—the list is almost endless.

       [image: ][image: ]  Events Committee. For smaller organizations that do events, a general events committee makes sense. Sometimes, because events typically serve as key fundraisers, the events committee is either absorbed into the development committee or is a subset of that committee. If an organization does substantial events, this committee often has a revolving membership and a different chair—and perhaps an entirely different committee—for each key event.

       [image: ][image: ]  Board Development Committee. This committee can be ad hoc, established when new board members are needed. However, it is never too early to be targeting and developing new board members who may be ready to step in when a board member has to unexpectedly step down, or terms out according to the bylaws. This committee develops and maintains a list of potential board members solicited from the existing board as well as from the community at large. They should be charged with the task of setting up visits to either a board meeting or the nonprofit’s physical location (if it has a site, such as a museum) and creating an initiation plan including the key elements of a new board member packet as well as a tour of the site, if appropriate.

              Other committees may be important, depending upon the mission of your organization. If you give out grants, for example, you should be prepared with a decision-making committee that reviews all proposals and either chooses or recommends the top few candidates to the board to choose the final recipient.

Educating Your Board with Information Packets

Be sure that your board members—those on the inaugural board and those who come on board after your organization is up and running—get formal, standardized packets of information about what it means to be a board member for your organization. Here are some of the things your packets should include:


 




   [image: ][image: ] The Life Cycle of a Nonprofit Organization
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       [image: ][image: ]  Written mission statement, vision statement, and brief history of the organization. Make it easy for your board members to sound knowledgeable about your nonprofit when they chat it up to other people.

       [image: ][image: ]  Two copies of a “conflict of interest” policy, one of which should be signed and stored with the organization’s important papers. Conflicts of interest generally fall into the realm of hiring a board member’s firm to receive compensation from the organization, or even one step removed of hiring a board member’s relative to do paid work. It’s not that such things can’t be done—in fact such things often are done since many organizations rely on the contacts and connections of their board members to supply services at reduced rates. But as you might imagine, lax oversight of such arrangements can foster temptation to abuse them. There are very specific procedures—such as the related board member recusing him- or herself and leaving the room when the vote for such work is taken—that should be clear to everyone in order for all business of the board and the organization to remain transparent. These potential conflicts, and how they are to be handled, are outlined in the conflict of interest policy statement, and how they are handled in fact are recorded in the minutes of the relevant meeting.

       [image: ][image: ]  Your organization’s complete bylaws. Your bylaws will outline such things as when, where, and how often board meetings take place; a board member’s length of term; and how many meetings a board member can miss before being replaced. Other non-board-related policies are also outlined in the bylaws. For example, there may be a statement about the rules concerning gifts of stock (most organizations require that gifts of stock be sold within two to three days) or, in the case of a museum, the deaccessioning policy of artifacts in the museum collection. (Deaccessioning is the process by which museums remove works from their collections in order to fund other acquisitions or change the scope or focus of the collections.)

       [image: ][image: ]  An event schedule for as far ahead as you know it. While this kind of thing can (or at least, should) be easily accessed on your website, letting new board members know right upfront what upcoming events are on the calendar gives them an immediate chance to arrange their own schedules to attend key events.

       [image: ][image: ]  Financial expectations. Board members of most membership-based organizations require all board members to join the organization at some level and to donate to the organization’s other key fundraisers. Board members are usually expected to donate at whatever level is comfortable for them. They need to know that grant funders and other donors expect the board to be strong supporters of the organization on whose board they sit. These measures are typically more in the form of “100 percent of our board has donated to the Capital Campaign to renovate the museum,” and not specifying how much each individual board member contributed.
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The Nonprofit Resource Center in Sacramento, California, advises that “organizations not have any employees serve on the board so as to not confuse the issues of authority and supervision.”




 



       [image: ][image: ]  Any other expectations. Perhaps you want every board member to sit on one committee or pick one major event in which their involvement is required (for example, “You must attend a minimum of [x number] events and donate a minimum of [y number] dollars each year”). While these are reasonable expectations, don’t be so rigid as to scare away potential board members. You want them to use their talents in the very best fit for the organization, not fit into a predetermined mold. Maybe one board member can donate $30,000 a year to the organization but can’t possibly attend three events, whereas another barely can meet the minimum membership requirement but has event-planning experience and knows some tricks of the trade that can exponentially multiply the fundraising aspect of a given event. Both have value, and setting too-strict guidelines will limit the number of valuable board members you can find who want to join your organization’s board.

Don’t go overboard with your packet. The board packet doesn’t need to be extensive but should be complete enough to allow a new or prospective board member to read it through in one sitting and feel pretty confident about what is expected of a board member of your organization.

Board Development

The topic of board development could take up a book by itself (and yes, there are books on it). There are consultants and speakers who make a living from doing presentations and helping organizations with board development (see the “Resources” section in Appendix B for some of these). Ellen Koenig, formerly of the NH Center for Nonprofits, sees board development as a critical issue to organizational success—it’s important, she says, “to build relationships between board members, getting them to simply like each other. One easy way to do this is to build how-are-you time into the regular board meeting. Instead of shutting down this casual conversation, encourage it and make time for it. We need to give ourselves more permission to give more time to doing this work.” Many people, she says, join boards to meet and interact with other interesting people. They are not going to remain on the board long if that kind of interaction is discouraged.
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Many programs exist to help organizations with board development. The cost of such training should be considered a good use of resources. Check out the Center for Nonprofit Excellence (www.centerfornonprofitexcellence.org) for some ideas (click Resources, and then Board Development).




 



Simple Workshops

Make sure to alert your board to workshops and seminars happening locally that you think would be of value. Let them decide if they can make it or can afford it, but be sure they at least know about them. One thing these workshops provide is an opportunity to meet and hear from people on the boards of nonprofits—they will get great ideas, learn that other boards/organizations deal with the same things your board does, and learn that other boards deal with much worse!

Consultants

Early in your organization’s development, it may be helpful to hire a consultant to do a board-development session tailored specifically to your organization—its setup, its stage of development, and the board’s experience or lack of experience in being board members. Consultants bring many skills to the table, but two key ones are the following:

       [image: ][image: ]  Experience with other boards that they can bring to the team. There is nothing like relating true anecdotes to make clear what works and what doesn’t.

       [image: ][image: ]  An unbiased perspective. The consultant goes away, cashes your check, and doesn’t have much stake in whether you succeed in implementing the tips of the session or not.

Board Retreats

Another key vehicle for developing relationships among board members is through board retreats. In a retreat, the members of the board gather at a place and spend some social time together. In national, highly developed organizations, these retreats may be pretty fancy and consist of a weeklong jaunt to Bermuda to hole up at a resort. However, most nonprofits—and certainly those that are startups—can get a significant development experience out of a more modest gathering. Your “retreat” may be as simple as an evening potluck at a board member’s house, a weekend gathering at a board member’s or other friend to the organization’s summer cabin, or one-day excursion together visiting another nonprofit in another part of the region that is similar to yours, followed by dinner afterward to compare your organization with what you saw that day. A retreat should provide a separation from the day-to-day rut of activities—a chance for some extended focus on specific topics away from typical distractions.

For example, an historic museum’s board could visit any type of museum and look specifically at how the other museum’s collections are done or what they seem to be able to finance that you have yet to be able to do. A zoo board could visit other live-animal zoos or animal-focused organizations. Don’t be afraid to arrange to have the director or board member of the organization you are visiting speak to your group, especially if you are not in direct competition. Organizations love to compare notes about how other groups fundraise, deal with membership, balance programming with events, manage volunteers, and so on.

Executive Director Review

One key role of the board of directors of any organization is to oversee the executive director, including conducting an annual review. This is the kind of human resource development that nonprofits should definitely take a page from the for-profit world and implement. According to BoardSource’s Nonprofit Governance Index 2012, “an annual performance review is central to the Executive Director’s satisfaction.”


 




   [image: ][image: ] Executive Session




The closed meeting format of the executive session allows the board of an organization to privately discuss sensitive issues. The idea is to benefit from the ability of board members to feel freer to engage in robust discourse. These sessions should be occasional and should focus on topics that protect and advance the best interests of the organization. According to the BoardSource document “Executive Sessions: How to Use Them Regularly and Wisely” (read the full document by registering as a guest at https://boardsource.org or search the document name and find other locations who have posted it, such as The United Way of North Carolina at www.unitedwaync.org), executive sessions are most often used for personnel issues, executive performance, or peer-to-peer board discussions. The document further explains that “as a governing body, the board needs to demonstrate and exercise its independence from the chief executive. For example, a nonprofit board serves as a check-and-balance when accepting the financial audit and determining chief executive compensation.” It further cites succession planning as another topic for which an executive session is important.




 



This task is typically taken on by the executive committee. The committee should meet in advance especially to discuss what goals they feel the director should strive for in the coming year, particularly as they pertain to the current strategic plan. The president or VP then can take on the task of creating a work plan for the upcoming year to accomplish the goals set out for the director. This is a place to discuss salary, whether the director has met the established goals to qualify for a raise this year, and what the director needs to accomplish in the coming year to get a raise at the next review.

More discussion of this review comes in Chapter 6, which covers employees. Suffice it to say here that the executive director reports to the board, particularly the executives of the board; the board should therefore treat the executive director like an employee and apply to him or her the respect and scrutiny of any employee/employer relationship.

Board Liability

According to Get Ready, Get Set, a publication by the California Management Assistance Partnership created to help nonprofits get solidly off the ground, “under California law, directors bear all legal authority and responsibility for governing a nonprofit organization . . . . Careful attention to the legal standard of care will help board members avoid liability.”
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Consider developing a youth board. Or create a youth position on your general board. Having youth involved in oversight provides organizations—especially those with a naturally older constituency—with a younger generation’s perspective and can help develop potential future full board members.




 



Every state has different laws covering liability risks for board members of a nonprofit. You should check the laws in your state during the planning phase of your nonprofit startup and be prepared to let all potential board members know not only their responsibilities but also their liabilities.

All nonprofits should carry directors’ and officers’ liability insurance (“D & O”). The cost of such coverage varies, but the organization should plan to carry this coverage. Bodily harm, nonbodily injury lawsuits, and claims of mismanagement of assets are the typical claims that board members might find themselves subject to. However, there have been instances of board members suing other board members or employees suing board members for things like wrongful termination, discrimination, or sexual harassment. You need to get out in front of such things to avoid being caught unprepared.

Get Ready, Get Set points out that “D & O policies vary greatly . . . . When shopping for a policy, there are three major items to keep foremost in mind: Who is covered and who is not; what types of lawsuits are excluded from coverage; and what is the rating and payment history of the underwriter.”

In many states, the board is not held liable for anything but assuring that the payment of workers’ compensation taxes are up-to-date. Whatever your state has for a policy, however, does not mean that you cannot be sued and at a minimum be subject to the cost of hiring a lawyer to handle a suit. Board liability insurance seems fundamental.

Youth Board

One of the biggest complaints heard from nonprofits is the concern about engaging young people. This complaint often involves struggling to reach and engage young volunteers. Much of the discussion revolves around the organization’s use of social media—considered the key tool for communicating with the young generation. (See Chapter 11 for much more on the topic of nonprofits’ use of social media.)

One way to connect with youth is to directly engage them on your board. High school students especially are looking for ways to enhance their appeal to their college picks—active volunteerism and knowledge in the study area of their choice is definitely a way to do that.
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“The Sarbanes-Oxley Act was originally passed to strengthen corporate governance, but has had a strong, if indirect, impact on nonprofit governance,” says the Urban Institute. Many nonprofits have voluntarily adopted some provisions such as external audits and a written conflict-of-interest policy.




 



Youth boards do not need to be as large as your regular board. Getting young people involved in a specific area—managing the details of your key annual 5K fundraiser, for example—is an angle to take where you get them fired up on a specific task.

All-Volunteer Organizations

Some nonprofit organizations, especially startups, do not have any paid staff at all. The board performs all the duties, responsibilities, and work of the organization required to fulfill the mission. This can be effective for a long time—maybe forever—depending on the work and mission of the nonprofit.
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A common saying regarding board members is “Give, Get, or Get Off.” Crude perhaps, but it points directly to the importance of fundraising when it comes to a nonprofit board.




 



Many times volunteers are a way to get a startup organization up and running; when the organization gets a little more mature and has met an established goal of success in fundraising, it then starts to hire key paid positions. Often the executive director is the first paid staff member. Or a lower-level position is hired with the intention of eventually making this person the executive director when the organization is ready to fund this key staff position and the individual has proved to be a good candidate to run the nonprofit.

When an all-volunteer organization reaches the stage of hiring a director, the board does not jump ship altogether. The board of such an organization will continue to be very much a working board, but it will need to prepare carefully for moving from doing the work to directing the work. This period is critical, and executive directors, according to Ellen Koenig, often do not survive the transition. The organization—perhaps before hiring a director or in conjunction with the new director, or more likely both—should map out a very specific transition plan for the gradual relinquishing of duties by the board or, more appropriate, a gradual move of the board from one kind of work to other kinds of work.

Perhaps the new director’s strengths are in programming, for example. In that case, move the board away from day-to-day programming tasks and into more behind-the-scenes work, such as cultivating new corporate donors. Or perhaps the new director is a fantastic fundraiser—accomplished in grant writing and major event planning—and the best role of the board then might become organizing programs and reaching out to local experts to present programs at the organization’s site.

In general, the board should envision stepping back and letting the new ED create a community identity around his or her leadership. The eventual goal is for the board to really step into an oversight, behind-the-scenes role, and away from a day-to-day operations role. It is critical, says Koenig, “to find meaningful work for board members after the transition.”

Fundraising

This chapter would be remiss if it didn’t emphasize the importance of the role of fundraising for any high-functioning board of directors. Besides their job of governance of the organization, every board member should take on fundraising as a prime responsibility of their participation as a board member of the organization. Every board member can also take this responsibility on in the way that suits them the best—meeting with potential major donors, encouraging the business community to contribute, or coordinating a key fundraising event. Let each board member choose their method, but boards should not be allowed to neglect this key role.

Board Power

Hopefully this chapter has made clear the enormously important role the board of directors has in not only the success but in fulfilling the legal obligations of any nonprofit organization. Choosing board members carefully and with the mission and needs of the organization in mind is critical. Don’t consider board development to be frivolous—it is essential.


 




   [image: ][image: ] A Founder’s Advice




The Melanoma International Foundation (MIF) was founded in 2003 “to provide the scientifically sound guidance and support our founder could not find when she was diagnosed with melanoma.” MIF began with a mission to “develop personalized strategies with patients so they may live longer, better lives” and a vision of “a future where top-notch melanoma treatment is accessible to all patients globally.” A key goal MIF identified is early detection through education. Founder Catherine Poole offers the following advice to those starting a nonprofit:

              [image: ][image: ]  Be certain that you really want to keep at this after the organization is launched.




              [image: ][image: ]  Keep in mind that running a nonprofit organization is basically the same as running a business.




              [image: ][image: ]  With the above in mind, be sure not to look at it all from your heart.




              [image: ][image: ]  Even if you run the organization for a long time by yourself, as she did, you will eventually need to deal with having to hire others.




              [image: ][image: ]  As executive director, you should run the board, it shouldn’t run you.




              [image: ][image: ]  Staying small may work best for your organization.




              [image: ][image: ]  Find ways to keep connected with the people your organization serves in order to stay motivated.




              [image: ][image: ]  Be sure to create a succession plan so that the organization you worked so hard to create keeps going if and when you give up the helm.




 






CHAPTER 4

Finances Count, Even for a Nonprofit

If you are thinking of starting a nonprofit because you don’t like dealing with financial statements and other money matters, you are going to be disappointed. The directors, managers, and board of a nonprofit need to be as financially astute as any for-profit business—perhaps even more so. Nonprofit organizations may not pay taxes and may not be designed to make a profit, but don’t for a minute think that income and finances are not important! Anyone who starts a nonprofit organization and is happily thinking they aren’t going to spend a lot of time on financial statements is in for a big surprise.

All of the spreadsheet documents of the for-profit corporation also apply to the nonprofit—and there are even a few additional ones. And that includes startup pro formas and budgets. The P&L, balance sheet, IRS Form 990, and budget worksheets should all become familiar to the key managers of any nonprofit organization.

Financial Professionals

Your startup phase is the place to bring in the financial managers who will be part of your organization. As was discussed in Chapter 2, an accountant well-versed in nonprofits is well worth the cost, as is a bookkeeper, at least part time, right from the get-go.

Bookkeeper

A bookkeeper will take care of the day-to-day accounting for your nonprofit. Bookkeeping includes calculating and generating paychecks as well as making sure payroll taxes are paid and the IRS is kept happy with all the regular employee taxes and considerations. Your bookkeeper will also prepare bank deposits, pay invoices, and keep your checking account balanced.

Using accounting software such as QuickBooks, your bookkeeper should be able to get you financial information when you need it—or the executive director should at least be able to look in QuickBooks and pull needed information as well, especially if your bookkeeper is part time.

Accountant

Your accountant will do the big end-of-year tallying and reconciling of all your financial information, much of which will be provided by the bookkeeper. The accountant will prepare the all-important Form 990 (more on this shortly). And the accountant might be your key liaison if you have your financials audited.

Financials for the Business Plan

Like a for-profit business, you want to start your nonprofit organization’s financial life with a business plan that includes pro forma (or speculative) financials, especially an income-and-expense statement, better known in the for-profit world as a profit and loss statement, or P&L. Because nonprofits do not exist to make a profit, a more accurate term for this financial statement is an income-and-expense statement.

A detailed income-and-expense statement is typically done for the first year. The next three to five years are less detailed, showing only the larger categories of income and expenses, such as “programs” in general rather than a list of each program you plan to offer and what kind of income you expect from each.

If you are starting your nonprofit with commitments (known in the nonprofit world as pledges) or actual donations already in hand, perhaps a building either donated or purchased for the use of your nonprofit which it will own, and some equipment, you should plan to include a balance sheet that shows your assets.

Some of this is speculation, but your speculation should be well informed by research and discussions with nonprofit managers in a category similar to yours.

Although many nonprofits—including many successful ones—have been started with little or none of the above but simply a gut instinct by a person or group of people and from there grown organically from the ground up, it is still best to have some sort of business plan in hand to not only show to potential donors/investors, but also to use as a guide.

Writing a Business Plan

There are lots of books on writing business plans, along with plenty of free online resources (for example, going to www.entrepreneur.com and searching for “business plan” will bring up lots of helpful articles). Covering the details would be beyond the scope of this book, but here are the basic parts of most business plans:

       [image: ][image: ]  Table of contents. This is just what it sounds like—the road map to your plan. It’s just there to help organize it so the reader can see what it contains and can quickly flip to pertinent sections.

       [image: ][image: ]  Executive summary. This part cuts to the chase and sums up the whole thing in a page or two. You want to convey the essence of the plan as clearly and briefly as possible.

       [image: ][image: ]  Overview of the organization. The overview describes your organization, including its mission or vision statement. It should lay out your values, what the organization does (products and services), how it’s different or unique, and how it will go about reaching its goals. You can also brag about your management team here.

       [image: ][image: ]  Business environment. Here you analyze the environment in which your nonprofit will be operating. Talk about what kind of market there is for what you propose to do, who else may be doing that in the market already, and whom you will be serving.
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Keep in mind that getting grant money from almost any source is a slow process. If you think grant money is a strong potential source of seed money for your organization’s startup, you will want to start that process at least a year before you plan to open your doors.




 



       [image: ][image: ]  Strategy. This part discusses your organization’s resources and your fairly detailed strategy for deploying them. This is the “how” section of the plan.

       [image: ][image: ]  Marketing. How will you get the word out about the organization, reach your customers, serve your stakeholders, and grow the organization through marketing efforts? This is where you talk about that.

       [image: ][image: ]  Review of financials. Here’s where you stick your financial statements such as your income statement, balance sheet, cash-flow statement, and so forth (discussed in the preceding section of this chapter).

       [image: ][image: ]  Action plan. This is where you discuss the sequence of steps you’ll be taking to put your business plan into practice while staying true to your organization’s goals.

       [image: ][image: ]  Appendices. If you have detailed documents that give a lot more info about any aspect of your business plan, you can put them here, where they’ll be available if anyone wants to dig deeper. This stuff may include spreadsheets, legal documents, specifications, and other reports and analyses.

Writing Grant Proposals

A grant is a formal proposal submitted to a government or civilian entity that outlines a proposed project and shows budgetary requirements and requests monetary assistance in the form of a grant.

Every year, corporations, foundations, and government agencies dispense billions of dollars in grants to companies and nonprofits for addressing issues these organizations are interested in. Writing good grant proposals is a valuable skill. You can learn much of what you need to know to write a successful proposal by talking to the agency offering the grant. Grant proposal writing is a huge topic in and of itself, but the main parts of a grant proposal are as follows:

       [image: ][image: ]  Abstract. This brief summary, about a half page long, should clearly describe your proposed project, much like the executive summary of a business plan.

       [image: ][image: ]  Needs statement. This describes the situation or problem your proposal will address, including supporting evidence. It should focus on the problem you hope to solve with the grant money and make the case that the problem is fixable, that this is the appropriate agency to take on this problem, and that the problem is significant enough to warrant funding.

       [image: ][image: ]  Project description. This part of the proposal describes the project and explains how it will solve the problem. It should convince the reader that your way is the best way.

       [image: ][image: ]  Goals. This section should describe the desired outcome of your project. Discuss both long-range goals and specific, short-term objectives, as well as the precise effect to be achieved and the means you will employ. It should be reasonable, measurable, and bound to a specific time frame.

       [image: ][image: ]  Action plan. The action plan is a step-by-step description of sequential activities that must be completed to achieve the objectives. It should clearly and specifically say who will do each step, what will be done, and when.

       [image: ][image: ]  Evaluation. This describes how the project will be monitored and its results evaluated. It should cover the criteria for measuring progress, say who will be conducting the evaluations, and tell when evaluations will be held.

       [image: ][image: ]  Budget. This is where you tell how you’ll use the money you receive. It should be within the amount you’re asking for, be realistic, and include only eligible expenses. Make it detailed enough to satisfy anyone’s curiosity on the question of how the money will be spent, and make sure everything adds up.

Conducting a SWOT Analysis

A common business tool is the SWOT analysis. SWOT stands for Strengths, Weaknesses, Opportunities, and Threats. The SWOT analysis is useful for nonprofit organizations as well. You can use the following exercise as a great way to think through the startup of your organization and as a useful tool for working on a three- to five-year strategic plan.

These categories cover the following:

       [image: ][image: ]  Strengths. What makes your nonprofit different from others? This includes you and your personal experience, but also any special distinction about your mission and any unique way you plan to deliver on your mission.

       [image: ][image: ]  Weaknesses. What will make your mission hard to accomplish? For example, does your “business plan” rely on income from event sponsorships but your organization is located in a rural area where there are few businesses that might sponsor your events? Could it be that those businesses are already sponsoring several other unrelated nonprofits? Will your mission delivery rely on transportation and highly fluctuating, expensive fuel costs that make accurately estimating your costs difficult?

       [image: ][image: ]  Opportunities. Is there another nonprofit with which you might collaborate, whether for delivering services or simply sharing office space? Can your museum space accommodate a small museum within the museum? Or perhaps offer classroom space to a nonprofit offering workshops?

       [image: ][image: ]  Threats. For example, does the aforementioned fluctuation in fuel costs make it impossible to predict your income needs? Are there governmental or private sector actors that have the potential to jeopardize your goals? What about long-term trends that may get in your way or work against you some years down the line?

Brainstorm at least a couple of things in each category that apply to your idea.

Startup Funds

You will need your business plan, your SWOT analysis, and your income and expense analysis at least for the first three years in order to start approaching sources of startup funds. If you have a strong category that might lend itself to seed money from grant funders and foundations, it’s worth subscribing at least for a month or two to a grant database or two—for example, the Foundation Directory (https://fconline.foundationcenter.org)—and do an intensive search for potential grant sources for your nonprofit.

A quicker and often more effective way to get funding than counting on grant money is to research people with means who might have a personal interest in your mission and directly approach them for seed money. This is completely different from a for-profit business looking for an investor who would be interested in getting a return on their investment. The type of backer you’re seeking won’t get an investment return in the form of money but in the form of believing in your mission and seeing it happen. Of course, if you are a 501(c)(3), your backer’s investment can become a tax deduction.

The Almighty Form 990

IRS Form 990 is the 1040 form of the nonprofit world. The 990 is only required by the IRS if revenues for your organization reach over $50,000 a year. However, most grant funders will require you to submit your 990 with any grant application. It is a public document that, if you are listed on nonprofit sites like GuideStar (www.guidestar.org), is available for viewing by anyone with a computer, at any time.

For example, applicants for employment can look on your 990 to see how viable your organization is. Potential funders can review it to see where your money is going. A nonprofit should never have anything to hide; having a publicly viewable 990 should not be a problem.
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If your nonprofit reports over $50,000 in revenues in a year, you are required to file a Form 990 or 990 EZ with the IRS.




 



Separating the Organization’s Finances from Your Own

If you are the founder of your startup nonprofit or in on the ground floor in any capacity, be sure to keep your personal finances completely separate from the organization. Open a separate checking account in the organization’s name from the first time you receive or expend money.

You absolutely have to treat your nonprofit professionally. Don’t ever mix up little expenses here and there. Meticulously document all donations, even those that are in-kind such as computers or office furniture. And document all expenditures, from the $15 it costs to send a grant application via overnight mail to $1,500 for the first month and security deposit of a lease on office space.

Debt, Both Good and Bad

If you can avoid debt, avoid it. That said, having a line of credit established with a local bank can be quite helpful when you need to solve a problem or jump on an opportunity.

One common way that nonprofits use debt is in securing a loan against pledges. Pledges are commitments of donations payable over time. For example, someone might pledge $10,000 to your organization, payable over five years at $2,000 per year. Perhaps numerous pledges have been committed to completing the renovation of your facility, allowing you to increase the number of constituents that you serve by as much as 50 percent—perhaps with renovations to the existing soup kitchen that your organization runs, you can serve 150 people per meal rather than 100. In your campaign to raise money to do these renovations, 25 people have pledged over $100,000. You can obtain a loan that will give you that money now and pay it back as the pledges actually come in.

You should be able to go to a bank that has already shown itself to be friendly to your organization and its cause (maybe it has sponsored an event or held one itself in support of your organization) and obtain a loan that essentially bridges the gap between the time you will have received the commitments of these donations to the time you actually receive the funds.

Before you approach a bank to secure a loan against pledges, however, be sure you have formally ensured all of these pledges—in writing. Donors should sign and date pledge forms that outline the pledge they have committed to, laying out the time frame in which they plan to complete their pledge payments and specifying how much they plan to pay on their pledge within that time frame.

These written commitments should be entered into your donor database (see Chapter 9 for more on setting up a donor database), and the donors should be sent pledge invoices at the appropriate intervals. Gather the written and signed pledges and show them to a bank as proof of commitment. Then set up your repayment plan for the loan to reflect the amount you will get in pledges at the time the payments are due.

Don’t forget to send follow-up invoices to pledge donors. If someone forgets to send their pledged donation in the specified time (and this does happen—a lot), make sure the person who has been assigned to the donor follows up in person to let the donor know how important the timely payment of their pledge is to the organization and its ability to accomplish its mission and make timely payments on any bridge loans.

Managing Your Budgets

As with a for-profit business, budgets are critical for the nonprofit to succeed. The budget process for your startup phase should be relatively simple. A budget may not be easy to create, since you will be guessing about a lot, but it’s okay to have a relatively simple budget. The budget will show the expenses that you will incur to accomplish the mission and goals for, say, your first year in operation. If the budget is way too complicated, that may be a sign that you’re biting off more than you can chew for your first year out.

After you have a budget in place, you can then attach numbers to the income you’ll need to generate in order to cover these expenses (see the sample budget in Figure 4–1, page 49).

The Small Numbers

When it comes to budgeting, try to think of everything. Salaries and rent or mortgage are easy to put in there. But getting down to the nitty-gritty can take a little more thought and perhaps some research. Printer ink may not be a huge line item like the rent, for example, but it certainly can add up pretty fast at $60–$75 a pop. You may not need to calculate precisely how many pages per cartridge your printer’s ink can handle or tally up how many pages you think you will print in a year, but if you think you will use one ink cartridge change per month and you have two printers in the office, that’s close to a $1500 line on your annual budget—which makes printer ink a significant budget item.


[image: FIGURE 4–1: Sample Budget]


FIGURE 4–1: Sample Budget

Donations

Account for everything you’ll need: office supplies, paper towels and toilet paper for the bathroom (especially if you provide a public space like a museum with public bathrooms), desk chairs, supplies for program-related activities, and a refrigerator for the snack room—the list goes on.

When you get to the income side and wonder how you’re going to budget the purchase of these items, you can start to figure out what kinds of things can be donated and accounted for as “in-kind” donations. So, even if you don’t end up having to purchase items, you still have accounted for them. Don’t omit things just because you can “probably get that donated.”

Ultimately what all this means is that your financials need to represent a clear picture of your organization—both to you and to anyone who would like to see them.

Petty Cash

Petty cash is a small but important necessity in most organizations. Employees that need to run to the post office or the office supply store or the craft store to buy a last-minute item to finish a project or mail a grant application should not need to spend their own money to do so. If they want to purchase these things and get reimbursed, that’s fine, too—it’s a little more paperwork, but that’s necessary to keep close track of expenditures. Petty cash can make it easier, but be sure to keep track of petty cash expenditures, too.

The Board Treasurer

The board is covered in detail in Chapter 3, but when it comes to the organization’s day-today financial life, where does the board treasurer fit in? Really, the board treasurer fits in everywhere, but the key role of the board treasurer is not in the nitty gritty—that is, he or she does not need to be involved in the decision to purchase office supplies. On the other hand, if the office supplies expense line is looking unusually high for the past couple months, a good board treasurer will be sure to point that out in the review of the monthly finances.

The board treasurer can help you see the financial big picture and explain how it can be influenced by the details.

Audit

Many grant funders ask to see audited financials. Accounting firm EisnerAmper (www.eisneramper.com) offers the following great definitions of a financial audit versus a review: “A nonprofit audit is an opinion backed by evidence.” An audit might confirm that an organization is reporting its pledges correctly based on a review of the pledge recording system used by an organization. And: “A review is a report that states that the financials are free from material misstatement.” A review looks over the financials and the backup for the numbers and confirms that the financials are accurately reporting the numbers.
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Even if an audit isn’t required for external reasons (such as grant funding, especially for federal grants), according to EisnerAmper, having audited financials “meets objectives of accountability and transparency.” Check with your state’s nonprofit association for the possibility of funding available for help with audits for organizations under a certain size.




 



Some state laws even require a nonprofit audit during some defined period. Audits are expensive—an audit of even the smallest organization’s financials can cost well over $10,000—but they also provide a return, allowing you to apply for certain grants that require audited financials. In this way, you can look at an audit as a kind of investment.

The Bottom Line

The bottom line about nonprofit finances is that the bottom line is not the only important thing about your finances. Be sure you’re always being accurate and detailed in the financial life of your nonprofit. It will help you in every possible way.




CHAPTER 5

The Executive Director’s Role in the Nonprofit

The executive director (ED) of a nonprofit organization is equivalent to the CEO of a for-profit company. The title is lately sometimes being replaced with the more for-profit sounding titles president or CEO, which eliminates the word director and thus any potential confusion with the board of directors.

The ED runs the day-to-day work of the nonprofit. EDs of startup nonprofits may have very little paid staff. The chief job of the ED is to do what needs to be done to fulfill the organization’s mission. As the organization grows, this will mean less and less detail work and more and more big-picture work. But for the startup of an organization that chooses to hire an ED right off the bat, the job is both big picture and small details.

For example, as staff numbers grow, the ED is responsible for their management. Andy Fraizer, ED of Prosperity Indiana (www.prosperityindiana.org), an Indianapolis nonprofit that supports organizations building vital communities and resilient families, says his primary challenge is “identifying sources of individual staff motivation.” The ED, like most people in a nonprofit, must be ready and willing to pick up the slack where needed and help team members succeed.

Founder as ED

Before getting into the executive director hiring process, the first thing to consider is whether it makes sense for the founder of the organization to be the first ED. This is often the case.

The logic here is that the founder will have a key role in the newly formed nonprofit, so why not have that role be as the ED? The founder probably has the clearest vision of the organization and can set the ball rolling for the future.
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Don’t rely on a search only in the nonprofit world for your organization’s executive director. Candidates from the for-profit world can bring very useful skills and experience and can learn about nonprofit idiosyncrasies.




 



In this instance, the founding board likely will be a very hard-working board. But the other dynamic it sets up that the founder needs to consider is that the director reports to the board—so as director, the founder is suddenly in the position of answering to a group of people, which sometimes means defending choices that are clear to the ED as founder, but not so clear to the board as a group.

So, if you are the founder of a startup nonprofit, you might carefully consider being the president of the board of directors and hiring an outside ED. Let’s consider that option.

Hiring an ED

Hiring an executive director for a nonprofit organization should be done in the same way any hiring process takes place. Before beginning the search, the founder (who could also be the board president) and board members should put together a job description. This can be done by all members of the board, depending on the way the board is put together, or a separate committee can be constructed specifically for the hiring process. The committee could whittle the field down to the top two or three candidates and the rest of the board or the executive committee could come in at that point and join the final decision-making process.


 




   [image: ][image: ] The Square Peg Foundation




The Square Peg Foundation is a California-based therapeutic riding program that for more than a decade has used rescued horses for the program, combining working with troubled/disabled youth and animal rescue—two very prominent nonprofit service-type missions.

“2004 was a good time for starting this,” says Joell Dunlap, founder and now executive director, “and Silicon Valley loves a new idea/startup.”

Eager to build a new model from the best of each—therapeutic riding and horse rescue—Dunlap recognized that the organization was going to need a board of directors that trusted her and were okay with a few mistakes.

The first board treasurer was a nonprofit professional. He told them, “You do the horses, let me take care of the financial end of things.” This is just what they needed. But four years in, the treasurer died—and they were devastated.

“We grew because we had to, and I had some fabulous mentors,” says Dunlap, including Anne Murray of the Global Fund for Women, of whom Dunlap speaks highly. But it was difficult needing to retool the organization after losing their treasurer, who had the nonprofit knowledge, without the advantage of being a sexy new startup.

“This experience,” says Dunlap, “made me into a real executive director. Before I was just someone with a good idea who wanted to beat the odds and improve the model. I don’t recommend doing it this way, but it has been a neat thing for me.”

She goes on to explain that her interests and experience have evolved. Learning to delegate—often a hard concept for founders and executive directors—has been especially rewarding for Dunlap.

“It took me a lot of years, lots of confidence, to hand the horse part over to the other handlers and volunteers. You need to develop trust. A couple [of] bad experiences, a couple volunteers quit—you can lose that trust really fast. I needed to outgrow that phase in order for the organization to grow.” Dunlap explains not only did she learn to delegate, she learned to enjoy it. “I find lots of satisfaction in watching people deliver services.” One of the things she did to help herself accept delegation more readily was to develop training programs that enabled her to be confident literally handing the reins over to others.

And it all must work—12 years and three locations later, Square Peg Foundation is going strong. “It’s always going to be complicated,” says Dunlap. She advises, “Be on the balls of your feet all the time.”




 



Putting together a job description is important whether a recruiter is doing the search or not (see the sidebar on page 78, “A Short List of Nonprofit Recruiters”). The job description lets you create advertisements that accurately reflect the kind of person you are looking for.
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If you have the funding, consider hiring an executive recruiter familiar with nonprofits. A recruiter will have access to a very wide range of high-quality potential candidates. The recruiter can save you a lot of time, bringing two or three of the best-matched candidates for you to interview personally.




 



The board should decide what you can afford to pay the new ED. If the pay is low, which it certainly might be with a startup nonprofit, be prepared with some non-monetary incentives. Extra vacation time and flexible work hours are all very nice, but if the job is so massive that the ED can hardly fit in a vacation, let alone extra time off, then perhaps those are not reasonable incentives. Consider other flexibilities, such as working from home part of the time, if that could fit the organization. At the very least, be sure the ED has as nice an office as you can manage—one that’s equipped with a decent computer and phone system. Perhaps the organization can pay for the ED’s cell phone and other things that are directly related to the job that might help save the ED some personal money. Be creative so you can attract the best people, even if you don’t have a lot of money to pay them. Burnout comes fast and easy for overworked executive directors, so giving them the best tools you can (and remember, a nice office, up-to-date computer, and company cell phone are still part of the organization even if the ED leaves) can increase the chances they will be satisfied for a while.
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Executive directors need to be capable of high levels of task management and organization to accomplish all they are expected to accomplish. Take some workshops and talk with people about organizational tools and buy the ones that will best suit your tasks and your organizational style.




 



It’s usually best to be upfront about the pay in either the ad itself or in phone interviews with the first round of candidates. Even though the nonprofit world has a large share of people who consider doing the work of the mission more important than money, people still work to earn a living to pay their expenses. Don’t waste your time interviewing and getting excited about a candidate who wouldn’t be interested in a salary as low as the one you are offering. It’s best for all if you know you’re both in the same ballpark before you get too far into the process.


 




   [image: ][image: ] The ED Job Description




As with any job description, you need to be specific (and honest) about the roles that the executive director will need to fill, and those roles are many and varied. There is no reason to hide how hard the work will be or the known difficulties (no staff, little money). The new director will find out soon enough—and if you’re lucky enough to hire an experienced ED, he or she already knows that there is lots of work, little staff, and low pay. It leads to hard work for everyone involved (including the new employee) to hire a director who gets there without knowing the full scope of the job. Having your first ED leave soon after arriving does not say good things about the health of your organization. People seeking employment in the nonprofit sector must be fully aware of the hard work, little pay, lack of support staff, and the fact that you always have more to do than can be done in a day. They don’t want to also be bored!






ED Job Basics

The key responsibility of the executive director of any type of organization is to ensure that its mission is being carried out. The second responsibility is to ensure the financial stability of the organization. These two responsibilities are almost interchangeable, because if the organization isn’t financially stable, there’s no ability to accomplish the mission.

Beyond that fundamental premise, the basics of almost any executive director job for any organization include the following:

       [image: ][image: ]  Supervising any paid employees, whether they are part time or full time

       [image: ][image: ]  With the executive committee’s help (or the full board’s, depending on the dynamic of the organization), setting an income and expense budget

       [image: ][image: ]  Fundraising, fundraising, and more fundraising

       [image: ][image: ]  Ensuring the maintenance and functioning of any buildings

       [image: ][image: ]  Coordinating volunteers if there is no paid staff member (or a volunteer!) who does that

       [image: ][image: ]  Coordinating volunteer recognition events

       [image: ][image: ]  More fundraising!

Some executive directors will have the following additional responsibilities, depending on the type of organization:
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If you find the need to have an acting director, don’t let the title go on indefinitely—it gives the wrong impression about your organization.




 



       [image: ][image: ]  Creating a schedule of events for the organization, if events are something the nonprofit does

       [image: ][image: ]  Cultivating and stewarding major donors and potential donors, ensuring they stay apprised of what’s going on in the organization (this also falls to the board and in some organizations is the board’s key responsibility)

       [image: ][image: ]  Lining up volunteers for tasks for which there isn’t paid staff

       [image: ][image: ]  If the organization doesn’t have a development staff member of any kind, keeping the donor database up-to-date, including sending acknowledgment letters for donations

ED as Chief Fundraiser

If it hasn’t been said enough yet in this book, remember: All members of a nonprofit organization are fundraisers. Some more directly than others, but all staff and board even by merely being a representative of the organization are giving impressions all the time to potential donors, affecting whether they want to donate to the organization or not. If you’re an animal shelter, the staff at the front desk of the shelter—whom people meet first when they come to look into adopting a homeless pet—are shaping those potential adopters’ (and often future donors’) thoughts about how welcome they felt. And they tell others. Think of staff conducting field trips or giving presentations to employees at large companies or delivering meals to seniors, and you realize that any kind of community interaction with staff members (and volunteers) is a key fundraising activity.

But the ED is the fundraiser-in-chief. Beyond the board president or any other individual member of the board, the ED represents the organization to the world. And he or she knows the inner workings of the organization like no other person associated with the nonprofit.

You do your organization’s future a world of good when you hire an ED who understands that although there are lots of small fires that can (and sometimes will) suck up a lot of time, the ED must know how to pull away from those fires and concentrate a large amount of time and energy on where the funding will come from for the organization to not only operate but to fulfill its mission. One of the principal ways for the ED not to get overly involved in every small fire is to have the ability to delegate to others. (And having others to delegate to!)

Fundraising is the ED’s key role, and this is best made clear from the beginning. If the person you’re interviewing doesn’t seem to understand or know how to do that—which you should be able to find out from asking pertinent questions and calling references—then that person should be crossed off the list of top candidates, no matter how slim the list is getting.

The Importance of Delegation

Executive directors, especially of startup nonprofits, need to learn how to delegate and not feel like they are the only ones that can do everything. Although high energy is key to startup success, the ED who does it all is on the fast track to burnout.

Lakshmi Hasanadka, executive director of Project Home Indy (www.projecthomeindy.org), a 12-year-old nonprofit that provides services to teen mothers in Indianapolis, puts it this way: “Running a 24/7 group home is challenging because many of the really hard issues happen at night or on weekends, when I’m not there. We’ve worked to overcome this challenge by creating a structure that ensures competent coverage 24/7 so that it doesn’t always fall to the leaders. Additionally, we’ve had to learn to not worry about work while we are away from the office. I’ve learned to trust that my capable staff is handling everything well when I am away from the office and have attempted to empower them so they can handle issues. Creating a work/life balance is essential to avoid burning out—which is easy to do in social services.”

Roles and Responsibilities

The ED’s role in a startup will depend greatly on how long the organization has operated without an ED. If your nonprofit is new, and you plan to hire an ED right off the bat (which is great if you can), then the ED’s role will include a lot of launch-type activities: getting computer systems up and running, working with a website designer, and perhaps hiring other employees, or, at the least, recruiting the appropriate volunteers for the jobs at hand.

The founder and the board should look for a very entrepreneurial person to take the helm of a startup nonprofit as their first ED, someone who is capable of initiating many processes, creating departments, and taking on many roles that an ED of a mature organization would not have to do. Entrepreneurial thinkers will love this—but they can be hard to find in the nonprofit world, since entrepreneurship often lends itself to moneymaking.

That said, many nonprofit leaders do fully understand the nonprofit’s innovative role in solving a problem. You just need to be sure to look for that instinct and drive to create something new from nothing.
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In contrast to the private sector employment picture, nonprofit growth continued through the Great Recession. Employment by charitable organizations grew every year from 2007–2012. By 2012 nonprofit jobs made up 10.3 percent of all nongovernmental jobs, thanks to hiring especially in the health and education industries. Health and social service jobs accounted for 67.5 percent of nonprofit employees, and education workers were 15.9 percent.

—U.S. Bureau of Labor Statistics




 



Your success in finding such a person will have a lot to do with how much you have to offer. Yes, salary is important, but nonprofit leaders tend to get as much out of the potential accomplishments of the organization as they do from their paychecks.

If you find just the right entrepreneurial spirit, be sure the founder and the board are capable of letting that person use some of that innovativeness. If you want someone to simply implement a plan that’s already in place, you don’t need someone with loads of entrepreneurial drive—in fact, they (and you) will only be frustrated.

In a very large nonprofit, the ED—like the for-profit CEO—will spend a large percentage of any given week managing employees. Even with organizations that have small numbers of employees—all “worker bees” and no managers, for example—the ED will be the one to motivate the overworked employee, manage crises, and mitigate disgruntled employees’ complaints.

The ED’s Relationship to the Board

The executive director reports to the president (or chair) of the board of directors, and through that person, to the entire board. The ED is basically a nonvoting member of the board of directors. The ED should not only attend board meetings but typically does considerable preparation for them.

The ED and the board president should be in regular contact. The ED should feel perfectly comfortable going to the board president with any concern or problem, whether it’s with an employee issue or an emergency with a building or (perhaps especially) with financial concerns. The president—under the guidance of the bylaws—can decide how much the rest of the board needs to be involved.


 




   [image: ][image: ] Top Five Traits of a Good ED




Here is a list of the top five traits to look for as you search for your executive director:

             1.  Fundraising capability. Look for evidence in resumes that the applicant has had success in fundraising. It doesn’t have to be just one kind of fundraising; a lot of that depends on your organization. Event planning, grant writing, major donor cultivation/stewardship, direct-mail or phone-a-thon appeals—these are all types of fundraising. Many organizations do them all. But even those that do them all tend to focus on one or two primary avenues for getting donations.

             2.  Financial savvy. Your executive director doesn’t have to be from the nonprofit world. Lots of capable people in the for-profit world eventually want more meaning in their work lives. They look to escape the corporate scene and often apply to nonprofits seeking a chance to work for a mission, not for a profit. These people often come with lots of experience in reading financials, creating budgets, managing expenses, and reporting financials to their supervisors. The thing to be careful with here is reminding an ED hired from the business world that the mission and money are a fine balance in the nonprofit sector. They must understand that the balance will tip back and forth between the two—but mission is king.

             3.  Big-picture thinking. Although the board can take up the slack in the big picture of the organization, no one is more intimately involved in all aspects of the organization than the ED. This can be both a help and a hindrance to big-picture thinking. In a nonprofit that has little if any support staff, the ED can easily get caught up in the details. But knowing these details can also lend a unique perspective on the big picture that no one else has. It may be wiser to look for someone whose background tips heavily on the big-picture side—it’s easy to get caught up in the details even if the details aren’t the typical strength of the person.

             4.  Good communication. The ED is the key voice of the organization, especially at the startup phase. Even when an organization grows to the size of the American Diabetes Association or the Getty Museum, the ED still needs to be a good communicator, but by that point the organization’s voice is probably going to be relayed through a communications director. In the meantime, the chief fundraiser will need excellent communication skills and the ability to switch gears with those skills to be able to use the most effective means for different constituents, be it staff or potential donors or volunteers.

             5.  Delegation. Look for someone who is comfortable with delegating tasks to others. EDs simply can’t do it all, and they shouldn’t try. Hand-in-hand with delegation skills are communication skills—unsuccessful delegation often comes from not being able to communicate the task effectively enough for someone else to accomplish what was asked of them. An effective communicator/delegator knows how to be straightforward without being offensive. Many people, especially the high-functioning types that tend toward nonprofit ED work, have had bad experiences delegating tasks, and therefore have a tendency not to. Ask an applicant to describe their attitude toward delegation.

There are many, many other traits to look for in a strong executive director candidate—and many traits may be specific to the way a particular organization works—but if you look for the five traits outlined here, you’ll cover a lot of other ground at the same time, from how well the person multitasks to how well they supervise employees.




 



More typically, the question is when the rest of the board should be apprised of a problem, not if. There should be no secrets between the board president and the rest of the board. The board members overall need to feel that they are aware of the organization on whose board they sit. They should never hear something out in the community that they should have learned about at a board meeting or through a board email between board meetings. A successful organization needs an ED who doesn’t keep things to themselves—who is willing to involve the board in all pertinent matters promptly.

Succession Plan

The executive director is arguably the most critical position at your organization. Considering who would step into this position if the current director left or you had to let them go is important. If you are the founder but not the ED, you are probably the likely choice to keep the day-to-day operation of your organization going for some short period of time. But you likely have plenty of things on your plate already, so you won’t want that situation to last for long. Best to be proactive about succession and not wait until it happens to know what to do about it.

A succession plan typically will target an on-staff person who can take on the role of acting director. If this person is someone that the board thinks would make a good ED, and that person would like the job, the acting role gives that person time to prove they’re up to the task. Be sure to outline this from the start—don’t let the “acting” description go on indefinitely. Specify a time period in which it is understood that the candidate will either fully step into the ED role or the board will begin interviewing other potential candidates.
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According to www.PayScale.com, the average salary for executive directors in 2016 was approximately $63,866.




 



Even if you don’t come up with a complete succession solution, you will be glad you have thought about what would happen in the event that the director leaves the position.

Day in the Life of an Executive Director

This section looks at a day in the life of an executive director. It is a fictional view of the director of a small ($200,000 budget range) nonprofit with perhaps one part-time staff member. The nonprofit resides in a small house that it bought and an attached building, which it constructed. It is a museum showcasing the history of household appliances.

              8:30 A.M.: At computer checking and answering emails. One is from a major appliance manufacturer responding to the ED’s request for sponsorship of a new exhibit the director would like to put up at the museum, another from an appliance repair person saying yes to doing a workshop on appliance repair, another from the waste pickup company talking about the upcoming increase in its fees, one from a former colleague asking whether the director is planning to attend a seminar the next day on social media being given by the state nonprofit association.

              9:15: Work on finishing a grant proposal due in overnight mail by day’s end.

              9:55: Hears part-time museum clerk’s car pull in.

              10:10: Museum clerk stops in her office to tell her that the machine that does the video introduction for visitors is not working. ED fixes machine, and as she is leaving, visitors engage her in a 20-minute conversation about their interest in the museum. She gives them her business card, thanks them for visiting, and retrieves a copy of the hot-off-the-press newsletter out of an unopened box that has membership and other donation information as well as news about the museum and appliances in general and upcoming workshops. On her way back to her desk, she cleans the office bathroom and removes office trash.

              11:30: Back at her computer working on the grant proposal.

              12:15 P.M.: Board member arrives. They are going together to meet a prospective donor for lunch. On their way back, board member suggests they stop in office supply store and she will buy the organization a new wireless printer.

              2:00: Museum clerk wants to review the order for the shop inventory she has put together. ED looks at it briefly and asks if she can review it overnight and talk more about it in the morning.

              2:20: Back at the computer to wrap up final details of grant proposal. Looks at email and sees that the large appliance manufacturer has replied and said yes to a significant sponsorship of the new exhibit. Can’t spend time being excited yet, has to finish grant proposal.

              3:00: Finishes grant proposal. Starts making the requisite number of copies when copier runs out of toner. Replaces toner cartridge, gets almost finished with copying when paper runs out. Doesn’t have any extra. Runs down the street to a good friend of the museum’s and asks if he has a hundred sheets or so of paper she can borrow. He does. She finishes copying.

              4:00: Museum clerk is leaving and stops by ED’s office to remind her that she is on vacation for the next week and a half. ED thanks her, tells her to have a great time on vacation. ED remembers that tomorrow is her own birthday but she has to work the museum clerk position since that was the only day she couldn’t find anyone to come in for the clerk going on vacation.

              4:45: Dashes off a quick thank-you note to the prospect they visited for lunch, which she puts in the postbox on her way to the overnight courier office with the grant proposal; she doesn’t lock up for the day because she thinks they close at 5 so she just leaves. They close at 6. Her grant proposal gets in overnight mail and her thank-you note is sent, but suddenly remembering what she did, she still has to go back to museum to close up before going home.

              5:20: Back at the office, checks email one last time, sees a reminder that a school group is coming tomorrow for a tour. Grabs some leftover cheese from the refrigerator from an event that previous weekend to snack on while she searches her computer files for that timeline sheet that she always hands out to the group, prints out 30 copies, and makes 30 more on the photocopier using what is left of the paper she borrowed.

              6:30: Finally sets the security alarm and heads home, bringing a few folders of information about other possible grants and companies to solicit sponsorship from.

There are many things this ED does to help manage her multitasking day, and there are many things she could do better to help ease the burden of having so many responsibilities. But ultimately, this is a typical day of an ED of a small nonprofit, especially a startup—some of it involves the stuff for which she got into this to begin with, and some of it involves janitorial, mailroom, and IT work.

Owning a building often brings with it unexpected emergencies and is a constant maintenance task for the ED if the organization doesn’t have the funds to hire a building maintenance person or contract with a property manager. These are the kind of behind-the-scenes things you need to consider when you’re trying to decide between owning or leasing if you need physical space beyond a simple office or two.

The Face of the Organization

As you can see from this chapter, the executive director of a nonprofit organization juggles many roles. This person quickly becomes the face of the organization. If you, the founder, will not be in the role of ED, it is essential that you find the best possible person to fill that critical job.




CHAPTER 6

Staffing: A Fine Balance

In the startup phase, as with any small business, don’t overburden yourself—both from a financial and managerial standpoint—with staff. Conversely, don’t let a slow start get you into the common mindset of much of the nonprofit world—that staff is considered a bad use of donors’ gifts and that everyone in a nonprofit organization should be overworked and underpaid. That mindset is a perfect recipe for burnout, where you lose great people (perhaps including yourself, the ED, or founder of the organization). Rapid burnout means having to retrain people—which is more expensive than paying staff well to do skilled work in the first place, supporting them with administrative help, and having them stay with the organization for a long time.

Often the reasoning for lack of support is the misinterpretation that donors don’t want their money spent on staff. The idea is that donors understand the need for a leader but they want their money spent on the organization’s mission. However, it’s a rare organization indeed that doesn’t require people to accomplish its mission. And if you can provide measurables that show that your staffing approach is serving the mission—feeding hungry children, saving homeless pets, or providing a cultural resource—it’s a rare donor who will complain about your staff.

All that said, going slow with hiring, especially at the startup phase, is recommended. Hiring a couple of staff members within perhaps a year’s time is probably necessary. Of course, a lot depends on what type of nonprofit organization you start. A service organization or an advocacy group that doesn’t have (or need) a physical location may be able to accomplish their goals, for a while, with volunteers who support their cause. But an arts venue—a playhouse, say, or museum—that has a long list of functions, from creating marketing brochures to taking tickets to directing plays or curating an exhibit, may find it necessary to have a couple of paid staff right upfront. Volunteers are heroes and make up the lifeblood of most nonprofits, but there is also something about not being paid that can make people slightly less committed and/or reliable—not what you want when you are just about to open the doors to the public for a big opening.
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The psychologist Herbert Freudenberger coined the word burnout, which became popularized in his 1980 book Burnout: The High Cost of High Achievement. The word was suggested to him by his observation of drug addicts who often stared at their cigarettes until they burned out. Don’t be a Freudenberger—take time to step away from your organization for a few days or hours to recharge.




 



Of course, you also need to budget and raise money to support whatever staff you feel you need at this stage. When there is no staff member to do a necessary job, it will probably fall to you. Doing everything there is to do and working 20 hours a day six days a week to do it will result in burnout—and where would that leave the nonprofit and its mission? Your cause is not helped by you being too exhausted to care or too sick to perform the tasks needed to accomplish the organization’s goals.

The Logistics of Having Employees

In order to hire anyone, your organization needs the proper employment logistics in place. Employees are employees, whether they work for a nonprofit or a for-profit organization. Being a nonprofit does not preclude you from being required to follow employment laws and practices. If the ED of the startup organization is paid, then everything an organization needs to hire employees has likely all been put in motion. Let’s look at the basics.

EIN

Apply for an EIN (Employer Identification Number, the “Social Security Number” of hiring), which you will need for everything from applying for a grant to paying any taxes related to your business. To get an EIN, you simply go to the IRS site (www.irs.gov) and search the Forms and Publications section for EIN Form SS-4. There is a link to the form itself and to instructions on filling out the form. You can apply online, by phone, by fax, or by mail. If you apply online or by phone, you will get your EIN immediately. Doing it by fax or mail can take up to four to six weeks to get your number returned, so plan accordingly.

Workers’ Compensation

Workers’ comp is insurance coverage provided by the employer for workplace injuries. It is required by law and is a top priority on your list when you decide to hire employees. Workers’ compensation does not take the place of health insurance, nor does the fact that an employer provides employees with health insurance mean the employer doesn’t need workers’ compensation coverage.
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Directors of any nonprofit organization should be vigilant in ensuring that workers’ compensation payments are always up-to-date—not only is it the right thing to do for employees, but in most states it is one area where directors are liable, whether or not you have directors liability coverage (a type of liability coverage that insures directors and officers from claims made against them when serving on a board).




 



Workers’ compensation is one area where it makes no difference if you are a for-profit or nonprofit organization. All organizations that hire employees are required to carry workers’ compensation coverage.

You obtain coverage for workers’ compensation from an insurance carrier approved to underwrite workers’ compensation policies in your state. (You can usually find information about approved carriers on your state’s department of labor website or workers’ compensation board.) Compliance is under both state and federal laws. Although anyone starting a nonprofit organization (or any business) should be aware of the importance of complying with workers’ compensation coverage, you don’t need to know every detail of this complicated law—a legitimate insurance carrier will know all the laws, right down to providing the appropriate posters that are legally required to post in your workplace.

OSHA

The Occupational Safety and Hazards Administration was created through the 1970 Occupational Safety and Health Act. OSHA’s sole mission is to reduce workplace illnesses, injuries, and deaths (www.osha.gov/about.html). And it has worked. Since 1970, workplace deaths have been cut by 60 percent, and job-related illness and injury have been reduced by 40 percent. You can complain all you want about the details of complying with OSHA safety standards, but the proof of their effectiveness is in the numbers.

OSHA doesn’t care if you are a for-profit or nonprofit. If you hire employees, you need to abide by the OSHA standards for workplace safety. This covers everything from having slip-proof footing in dangerous work areas to making sure the building you work in is up to local, state, and national codes covering egress in case of fire, electrical wiring standards, use of ladders, pallet jacks, and other equipment, as well as hazardous substances.

MSDS

Materials Safety Data Sheets (MSDS) are available on virtually every hazardous substance that might be found in any workplace. MSDS notebooks are required by OSHA to be available in an accessible place and must include sheets on all hazardous substances used in your workplace. The sheets tell what the substance is, what the hazards are, and how to treat an inappropriate exposure.
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Don’t run out and hire someone the minute a new need is discovered. Build up a list of the tasks that the individual could be responsible for and hire someone when you know you have sustainable work for that position. The sustainable work should be work that results in income or directly serves the mission—or creates time for someone else whose key work results in income or serving the mission.




 



Antidiscrimination

Once you start having employees in your nonprofit, you need to take the laws and regulations surrounding employees seriously. Those concerns include ensuring that antidiscrimination laws are followed. Be sure your nonprofit office environment includes a no-tolerance policy for sexist, racist, or ageist language, for example. If you never let that kind of thing get started, you never have to worry about shutting it down once your staff gets larger.

Postings

Create a visible place in a common area where all employees will see the workplace safety posters that are required to be displayed by law. When updated information is received, send out a memo to all employees alerting them to this fact. There is nothing to hide when it comes to employee safety and information about antidiscrimination practices. This is the law and it is surely how you want to operate, so being open about it should not be a problem.

Writing Job Descriptions

Any organization that has staff should have written job descriptions for every position. The job description is helpful to clarify positions where roles could be overlapping, provides clarity to each staff member in developing their workload and priorities, is very useful in the hiring process—and is even more helpful in the annual review process.
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Remember, a nonprofit raises money in order to use it to accomplish the stated mission of the organization. It does not raise money for the sake of having money.




 



Be clear in the job description about what you want the person in this position to focus on. Don’t throw in everything and the kitchen sink—that just looks amateur, like you really don’t know what the job is you are hiring for or what that person’s priorities should be. It is hard to critique someone’s job performance when you have not clearly outlined what the person should be doing.

Smart Staffing

The staff hired should do one of three things: generate income for the organization, accomplish key components of the mission, or do administrative work so that you and other staff members can spend time generating income and/or accomplishing the mission.

Receptionist

If your organization gets phone calls or has in-person visitors, you definitely should have a receptionist. This can be a part-time person who is there during the key busiest hours of your day—perhaps a parent with school-aged children would fit in well with a 9 to 3 workday, or a college student could do it as a part-time job in the evenings. For certain nonprofits, this person is the face of your organization. The last thing you want is for someone to attempt to call you several times and not be able to get through. Having a receptionist on staff for your key business hours is an inexpensive way to put a professional face on your organization.

Pick someone who is organized, gregarious, has a cheerful voice, and seems to like people. Be sure to give this person some responsibilities that occur regularly to make sure she is busy and feels connected to the organization. These responsibilities may include opening mail, stuffing and sealing acknowledgment letters, keeping track of volunteer hours, and even updating the Facebook page or website with information provided by a key staff member.

Also make sure this person is kept informed so that they’re armed with correct information (or what you would like them to say) when asked about things that are going on regarding your nonprofit.

Administrative Assistant

Nonprofit organizations have a habit of considering administrative staff to be a waste of donor money. The idea is that donors won’t approve of their donations being used to hire assistants, and that administrative help is “fluff.” To the contrary, nothing could be further from the truth.

The first thing you should be clear on is that the administrative assistant is not the receptionist. Although serving as receptionist can be part of an administrative assistant’s job, the receptionist is typically tethered to a desk much of the time and has the key task of greeting people, whether it is on the phone or in person.

Often nonprofits are heavy on managers and directors. Part of what’s going on there is that titles are cheap: If you can’t pay a high salary, you can give the person an important, or at least important-sounding, title. Don’t fall into this trap. Although you should definitely give the title appropriate to the job and the level of expertise and experience you want in that position, don’t give a title thinking it’s part of the compensation package.

Instead, consider hiring select people as directors and/or managers, or hire consultants with expertise to help with specific initiatives, and then have enough administrative staff who can work under the direction of your key personnel to perform the work that needs to be done to implement the initiatives.

In other words, don’t hire people as “managers” and “directors” and then have them do administrative work. You are throwing money away if you do.

Volunteer Coordinator

If your startup organization is going to rely heavily on volunteers—either during the startup phase or even after the organization matures—hiring a volunteer coordinator is critical. Volunteers want and need lots of hands-on interaction with the organization’s staff. And it will quickly become apparent that volunteer coordination involves a lot of detailed work that can get away from you very quickly.
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Establish a weekly or semiweekly reporting process for all volunteers. An easy way to do this is to create a simple form with boxes for each day of the period where the volunteer enters the number of hours worked. Have the volunteers email the form to the volunteer coordinator every week or two.




 



Another thing about volunteers is that you need to keep careful records of their hours, and have each volunteer log and report every time they volunteer for the organization and how many hours they worked. If their work is off-site, the volunteer coordinator will need to track them down each week and get the hours from them to log in.

Chapter 7 talks a lot more about volunteers.

Communications Manager

Communications in any organization is a big job, and a critical one—someone needs to organize communication to the outside world. You should definitely let people know when something great has happened. Keep your donors updated on specific things you have requested donations for, and after an event let sponsors, potential sponsors, and the people those sponsors want to impress know that the event they supported was a smashing success.

The other role the communications manager plays is when something goes wrong and you want to get your own message out there before someone else does and gets it wrong. You need someone in the communications role who is ready to pounce on clarifying bad press or deciding not to respond at all. The communications manager must control your organization’s message to the outside world.

The communications manager is also in charge of communications tools such as newsletters and social media posts.

Development Staff

Any nonprofit organization needs at least one person devoted to development (translation: fundraising) work. What level that person works at depends a lot on who else in the organization is focused on development, to what degree, and which type of development. If your nonprofit will do lots of fundraising events, having a key development person who is essentially an event planner makes sense. A development assistant could do database input and updating, prepare large mailings, and keep up with acknowledgment letters, while the administrative assistant helps with some of that as well as prepares the incoming checks for deposit and data input.

If events are a secondary or less significant part of the organization’s way of generating income, then a development manager or director could be in charge of the key development work—soliciting sponsorships, supporting the board with major donor information, and so on—while the administrative assistant helps with the other details just mentioned.

Your development staff can be pulled together based on the organization’s needs and way of operating. Some specific projects can be accomplished by hiring consultants and contracting work as needed. But the organization should have a key development person who knows the organization’s needs and the database, along with other major parts of how the organization raises money to achieve its mission.

Building Manager

If you have a facility, it is helpful to have someone in charge of managing it. For an organization with one small building, a dedicated building manager is likely to be a luxury that can’t be justified. But if you have a complex facility or multiple buildings—especially if they’re located miles from each other—having a building manager who takes care of all the issues that can come up can be a huge time saver for the ED and other staff members. Lining up snow plowing, mowing, and interior and exterior repairs is in the hands of this one person—who also takes care of figuring out what to do when repair and maintenance people don’t show up.
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Getting someone on staff who is handy and can personally fix a toilet, repair a loose stair, or do any of a hundred other things that need immediate attention without having to place calls and wait for someone else to show up to do it can be a huge relief.




 



Other Staff

Depending on the mission and activities of the organization, it may have many other possible staffing needs. Land conservation groups, for example, may need specialists in developing easements; theatre groups may need creative staff such as set designers, costume designers, and sound system experts; legal assistance nonprofits certainly need a lawyer or two on staff; child welfare groups may need the services of a nutritionist or a psychologist to achieve their mission; many animal shelters have an on-staff veterinarian; museums of any kind will need a curator in their midst.
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Designate someone on staff—the ED, bookkeeper, or communications manager—to be the point HR person for your organization as it gets off the ground. Then hire someone on contract to lead this important function once you start to hire staff.




 



The list of possibilities is endless. Don’t be afraid to hire the special staff you need—as long as you budget how you’re going to raise the funds for those salaries. Start off slow and remember that it’s easier to hire when the need is great than it is to lay off when you realize you just can’t support the position.

Compensation

Here’s a biggie. Compensation refers to salary, of course—but also to everything else that’s part of employees’ reimbursement for spending their time using their expertise to the organization’s advantage.

Salary

The first thing you’ll need to consider when setting salaries/hourly rates for employees is what the minimum wage laws are in your state. And then, with that as a baseline, you have to figure out what you can afford to pay based on your organization’s budget. Then you need to see what the market in your area likely requires in order for you to competitively get and retain employees in the type of employment you’re hiring in. When budgeting, don’t forget the employer’s portion of Social Security and Medicare, which totals 15.2 percent of the employee’s salary—the employer pays half that (7.6 percent), and the other half comes out of the employee’s paycheck, which the employer pays on the employee’s behalf.

Insurance

Whether your organization needs to offer insurance to workers, only you can decide. Some of the decision-making factors include budget but also how competitive you need to be to get and retain skilled employees.

Health

There was a time when health insurance was firmly connected to employment. That connection has loosened considerably. Now there are all sorts of configurations for health insurance for workers—and the situation is changing all the time. At the time of writing, the 2016 presidential election has recently concluded. Reworking the Affordable Care Act, which guarantees certain coverage and rights for health-care consumers, figured prominently in the campaign. Expect to see changes to health insurance rules over the next few years—perhaps big ones.

Whether to offer health insurance to employees is something you need to decide. Even if the organization does not pay for health insurance, there is savings in numbers; you can offer insurance through a group plan that the employee pays in full but gets at a better rate based on the number of people in the group. A good way to start is to ask around at similarly focused organizations of roughly your size and see if they have any advice for finding good insurers.

Life

Life insurance policies are not very expensive and can come as part of an overall insurance package available after a certain period of employment.

Other

Dental insurance can be an inexpensive employee benefit. And pet insurance has become a popular offering, with group discounts available for larger staff.

Vacation

Vacation leave is a simple and relatively inexpensive benefit to offer employees. Most nonprofit jobs are such that if employees are going to be out for a week, they get caught up with all timely work before leaving, leave a couple of tasks to an administrative assistant to move along while they’re gone, and then catch up when they return. Most nonprofit jobs are not of the type that you’ll need to hire someone to take on an employee’s job while they’re on vacation. So be generous with vacation time, while making it clear that all vacation needs to be coordinated with the ED or the person’s direct supervisor.

Sick Leave

A week’s worth of sick leave covers most personal sick leave needs. Bear in mind that employees with children tend to take sick leave for themselves and their children too. People shouldn’t be penalized for having kids—but make sure you’re being equitable to those people who don’t have children.

Holidays and Other Leave

Employees expect certain accommodations to be made for holidays, at least for the major national holidays. You need to determine which days of the year you will be closed for holidays. Some organizations offer a few days of so-called personal leave, which can be used when neither sick days nor vacation fits the bill. These floater days can also be handy for holidays, like Thanksgiving, that fall in the midst of the workweek but you don’t give the day after as vacation.
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One unique and potentially enriching idea is for a nonprofit to offer a couple of hours each month in which an employee can do volunteer work for another nonprofit of their choosing. This is not only fun and interesting for the employee—whatever is learned during such a sojourn may turn out to be beneficial to the organization. Have them write up a short one-paragraph report on their return that passes on any new or innovative ideas they may have encountered.






Retirement

Although most nonprofit organizations are not going to offer a formal retirement plan that the organization pays for, it makes good sense to have some kind of company retirement plan that employees can buy into. Instead of the 401(k), the nonprofit retirement plan is the 403(b). It works basically the same: The employees invest tax-deferred money, typically from payroll deduction, into their 403(b) accounts. At some point in the maturation of your nonprofit, you may get to the point where the organization can provide some modest level of 403(b) matching, in which the organization kicks in a certain percentage of investment on top of what the employees are contributing—but realistically, that is unlikely to be possible right out of the gate. Don’t ignore creating a retirement investment plan for your employees. The IRS offers some advice and resources for nonprofits intending to offer retirement plans to their employees. Go to the IRS website (www.irs.gov) and search for “Retirement Plan Information for Tax-Exempt Organizations.”

Discounts

Joining organizations like the chamber of commerce or providing employees with a library card or discounts at local companies can be nice perks.

The Upshot of Hiring

To put it all in a nutshell, a bare-bones budget may result in a bare-bones staff—after all, if you don’t have the funding for payroll, you can’t hire the people. But building slowly with carefully chosen key staff can actually add to your ability to accomplish your mission and bring in the funding you need to both support your mission and pay staff. There is no question that it’s a fine balance, but the lesson here is that staff and hiring should not be dirty words in the nonprofit world.
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Here’s a partial list of some nonprofit recruiters:

              [image: ][image: ]  Commongood Careers (www.commongoodcareers.org)




              [image: ][image: ]  DRG (http://drgnyc.com)




              [image: ][image: ]  Korn Ferry (www.kornferry.com)




              [image: ][image: ]  Leadership Recruiters (www.leadrecruit.com)




              [image: ][image: ]  m/Oppenheim Associates (www.moppenheim.com)




              [image: ][image: ]  The Moran Company (www.morancompany.com)




              [image: ][image: ]  Work for Good (www.workforgood.org)




              [image: ][image: ]  Scion Nonprofit Staffing (http://scionnonprofitstaffing.com)




              [image: ][image: ]  Third Sector New England (http://tsne.org)




 






CHAPTER 7

Volunteers: Nonprofit Heroes

For most nonprofits, volunteers are the lifeblood of the organization, but for many nonprofits, volunteer coordination ends up a nightmare. It doesn’t have to be that way. Organizing volunteers just takes a lot of coordination.

The Volunteer: Who and Why

People volunteer for many reasons. Some, of course, want to contribute to the cause of the organization they choose to volunteer with. Many retirees volunteer in order to get out of the house and feel like they are still being productive members of society. Some people volunteer in order to socialize with a like-minded community of people. And some “volunteer” because they’ve gotten themselves in a bit of trouble and need to put in community service hours.
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The U.S. Bureau of Labor Statistics tracks volunteer data. 2012 statistics showed that the age group most likely to volunteer was 35-to-44-year-olds. Married people volunteered at a higher rate (31.9 percent) than never-married people (20.7 percent), as did people with children under 18 (33.5 percent) versus people without children (23.8 percent).




 



Whatever the reason, millions of Americans are ready, willing, and able to volunteer their time. And your organization should be ready and willing to utilize them.

Starting a Volunteer Program

The first thing you want to do in order to utilize volunteers is to have something for them to do. Of course, you don’t want to artificially create a program just to use volunteers. Sit down with your volunteer coordinator and/or the staff member in your organization who manages program delivery and write down all the possible ways volunteers could be utilized in each program.

You’ll want to keep this list reasonable; if it gets long, see if you can organize the lists into groups of tasks that one volunteer could perform. For instance, if your program involves an event, can one volunteer be stationed at the registration booth, and once registration is over, can that same volunteer then move on to setting up the snack table in one of the break-out rooms? Think creatively and don’t be afraid to stretch what you think your volunteers can do.

The Application Process

Once you know what you can use volunteers for, you can begin the process of collecting names. As with the hiring process, you’ll need to collect a lot more applications than you need volunteers. Applicants for volunteer work may have great intentions, but the fact is many dwindle away without ever actually volunteering or after they do so a couple times. Life circumstances change, people move, they get new jobs, have children, and so forth; the volunteer pool can be constantly in motion.

And, yes, you definitely need an application. First, an application can help identify someone’s level of commitment and can weed out people who aren’t that interested. If someone is willing to fill out a one- or two-page application, that person is expressing a certain level of interest.

Much like an application for a job, a volunteer application also formalizes the volunteering process. The potential volunteer is writing down their personal information as well as answers to your questions, such as what kind of volunteer experience they have already, any special skills they possess that they would like to utilize as a volunteer, and, of course, the basics like personal and emergency contact information.

Applications of all volunteers who do end up working in the organization, or who are still interested but have not yet been called into service, should be stored in an active file. You should weed this file at least once a year, removing any applications for those who have not yet actively volunteered and those who are no longer available or interested.

Interviews

Plan to do personal interviews with volunteer applicants. First, this shows potential volunteers that you take them and the work they will do for your organization seriously. Second, it provides you lots of clues about the commitment level of the applicants as well as other information about them that will help you decide what types of volunteer jobs you might want to match them up with. For instance, is someone outgoing enough to represent your organization to the public or so shy that work behind the scenes might be your best choice? The interview can give you a strong indication.
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In 2015, the average value per hour of volunteer time in the U.S. was estimated to be $23.56. The per-hour value varies state to state, with Massachusetts highest at $29.00 and Arkansas lowest at $19.14.

—“Value of Volunteer Time,” Independent Sector (http://independentsector.org)




 



Volunteer Orientation

After your in-person interviews, the next step for potential volunteers should be an orientation session. This can be done as a group. Set these orientations to happen regularly, perhaps once a month or every three weeks. You don’t want them so often that people constantly don’t show up thinking that they can always catch one in a couple of weeks.

If you want to use the orientation sessions as another step to weed out volunteers who aren’t really that serious, set up a window of time from personal interview to orientation during which they must go to an orientation. You should require people to sign up for orientation sessions so you can plan refreshments and make sure you have an appropriate venue for the number of people.
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According to The NonProfit Times (www.thenonprofittimes.com), in 2013, 25.4 percent of U.S. adults volunteered with a nonprofit organization, which amounts to roughly 62.6 million people. That may sound like a lot—more than one in four—but it was actually a ten-year low in terms of percentage.




 



What you do in the orientation gatherings depends a lot on what your organization is using volunteers for. Perhaps you’ll have two orientations a month, each focusing on different types of volunteer opportunities.

This can be where you have volunteers fill out release forms or other specific documentation, depending on what you plan to have people do. Plan to spend time telling the group about the organization and any news or future plans you might like to share that your volunteers will likely get asked about if they are out in the community.

Volunteer Tracking Software

You may have the software or database you need to track volunteer time right in front of you without realizing it. Many donor databases designed specifically for nonprofit donor management have built-in volunteer management software—often it is an add-on to the basic database and requires an additional fee.

Some volunteer tracking software is online-based and allows you to set volunteers up so they can input their own hours—saving lots of time if you have a large and active volunteer pool.

Coyote Communications keeps a list of volunteer management software at http://coyotecommunications.com/tech/volmanage.html. This list is very specific to volunteer management, and, although at the time of this writing the organizations were last contacted in November 2014, the categories it covers is a great list for any software you want to examine. Things like which operating systems support the software and whether more than one person can access the software at once are things you might not even have thought to find out about a volunteer management system.

A few of the software companies mentioned are CERVIS (Community Event Registration and Volunteer Management System), DonorPro, GiftWorks Volunteers, and iVolunteer. Keep in mind that donor software companies are bought, sold, and absorbed all the time. Contact a few noncompeting organizations similar to yours but outside your area of influence and ask about the volunteer software they use. You can also ask volunteers whether they’ve used any software at other organizations for which they volunteer and for the pros and cons they experienced using it.


 




   [image: ][image: ] The Value of Tracking Volunteer Time




An article titled “Tracking Volunteer Time to Boost Your Bottom Line: A Complete Accounting Guide” by Denise Walsh in Blue Avocado—a nonprofit-focused magazine claiming to provide “practical, provocative, and fun food-for-thought for nonprofits”—gives the following five reasons why you should take the time to track volunteer hours:

             1.  It recognizes that volunteer time is important, which shows volunteers that you appreciate them.

             2.  It’s essential in securing funding by showing funders and donors the resources you already have.

             3.  It proves to funders and donors that you have the people you need to perform your mission.

             4.  It can help meet requirements for matching funds.

             5.  It can help protect the volunteers themselves and the nonprofit in liability cases.






Volunteer Appreciation

Volunteers like to be thanked. Of course, you will thank them personally each time you interact with them when they are volunteering (right?). But there are many other levels of appreciation as well.

Membership

If you’re a membership-based organization, one simple way to thank volunteers is to offer them automatic membership in your organization. This is especially appreciated if membership comes with benefits such as discounts at stores that they might be interested in.

Years/Hours of Service

Set up a formal record of hours of service each year. Think about giving an annual recognition of some kind (a certificate, pin, or gift certificate are a few ideas) to those with anniversary years of volunteerism—perhaps one-year, five-year, and ten-year pins. You might also recognize the person with the highest number of volunteer hours over the past year. Or consider giving something to everyone who meets a certain amount of hours in a one-year period—what that number is will vary depending on your organization and the amount of volunteers you use.

Appreciation Event

Volunteers typically love being part of a community. Holding an event where they can socialize with all staff and with each other is very meaningful. It doesn’t have to be an expensive or complicated event. Have it at your site if possible; if not, find a simple or popular place and hold it there. Be sure to hold it during a downtime for your organization, so you’re not adding to a stressful time of the year when lots of other things are going on.
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If your organization works with youth or other vulnerable populations, it is a good idea to require background checks on volunteers.

—From “Legal Considerations When Engaging Volunteers,” CharityLawyer Blog (http://charitylawyerblog.com)




 



Your Volunteers Day-to-Day

People often volunteer expecting to interact with staff and other volunteers throughout their volunteer service. This doesn’t mean there aren’t some people who would love to be given a list of names and be set up at a desk in a corner making phone calls or entering data into a database. But for the most part, people who volunteer do so for the social aspect of it as much as the social service aspect. If you want to retain volunteers, you should recognize this fact and be sure your volunteer positions are fulfilling that part of the volunteer experience wherever possible.

Keeping Busy

Volunteers don’t come to your organization in order to sit around and wait for something to do. If people make the time and take the effort to volunteer for you, be sure you provide them specific tasks for them to do, plenty of work for each task, and the tools they need to do it. Greet them when they arrive, acting as if you were expecting them, and show them to a work station that’s already set up. If they’re joining you out in the field, make sure you assign them a specific task. If another staff member is heading up that task, be sure that staff member has a list of the volunteers (this is where a volunteer coordinator comes in very handy) assigned to that station or task.

Volunteers typically don’t expect to be coddled, but they do appreciate when you remember they were coming to help and when you express that by having an assignment for them and a clear sense of what they need to complete that assignment.
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The nonprofit world celebrates National Volunteer Week in April each year. Check the Independent Sector website at http://independentsector.org for the dates for the next year.




 



Numbers

Once you have your lists organized, determine how many volunteers for each program you will need. To come up with a job description for each of those volunteer positions, think through the kinds of skills that the particular position will need. Is this a position that will put the volunteer in front of the public? If so, those with extroverted personalities may work best. Is it one that will require someone very detail oriented? Someone who works well independently and who has a technical background may just fill the bill. Is this program going to require volunteers to staff booths at various events, which means at least a few volunteers are going to need to be able to do some moderately heavy lifting and toting of pop-up tents and bins of supplies? You may want to put those requirements in the volunteer description.


 




   [image: ][image: ] You Don’t Have to Start from Scratch




If your organization will utilize a lot of volunteers, or if you need volunteers with specific skills or a few intensive volunteers, try reaching out to volunteer organizations such as AmeriCorps, United Way, or local or state organizations in your area. These organizations provide a certain amount of screening. They may also widen your volunteer pool by allowing you to upload your specific project and its volunteer needs on a website that is viewed by potential volunteers—who can apply directly to you.

AmeriCorps (along with SeniorCorps and the Social Innovation Fund) are administered through the Corporation for National and Community Service (www.nationalservice.gov). CNCS’s mission is to “improve lives, strengthen communities, and foster civic engagement through service and volunteering.”

It’s important to check out many potential volunteer-source sites, if only to save you time—the nonprofit sector and volunteering has been around for a long time; there is no need to reinvent the wheel.




 



Map out how many of each type of program you will do throughout a given period and begin recruiting the appropriate volunteers in both numbers and skill sets.

Youth versus Adult

Not all your volunteers need be adults. Young people love to volunteer—sometimes just because and sometimes because they can get school credit for their time. Check your state laws for minimum ages for volunteers in your state. Typically 12 years old is the cutoff, although some states may have a 14-year-old limit.


 




fun fact


[image: ]




[image: ]



The American Red Cross mobilizes over a half million volunteers each year to help people around the world who deal with the aftermath of disasters. The organization has trained more than 15 million volunteers who are ready for deployment in the event they are needed to assist in emergencies.

—“Roles of the Nonprofit and Philanthropic Community,” Independent Sector




 



Your organization may want to impose its own age limit, depending on what type of work you do. Habitat for Humanity San Antonio, for example, states that “for safety reasons, we are unable to accommodate youth under the age of 14” (www.habitatsa.org/volunteer/ageRegulations.aspx). All youth volunteers (those under 18) should be required to obtain parental/guardian signature on their application and should have adult supervision while volunteering.

But just because a volunteer must be 14 years or older does not mean younger kids can’t participate in your organization. This is where programming can step in. Perhaps there is a program you can create that helps younger students learn something about your organization and its mission while contributing to it—perhaps a craft project that teaches knitting to kids while they make baby caps as a project. Or they can create something for seniors to be delivered with their hot meals that might bring a smile to their faces around Halloween. Young kids can fully engage with your organization without technically clocking volunteer hours.

Programs

Because your volunteer corps can be a critical component in the ability of an organization to carry out its mission, which is often accomplished through programs, this is a good moment to discuss programming.

First and foremost, as you start up your organization, it is critical not to be overambitious in your plans for service or program delivery. Map out a plan for reaching the most ambitious goal that you aspire to—then work back and start at the other end to work your way up to your goal.
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Don’t forget that your board of directors is typically one of your key groups of volunteers. Be sure they get invitations to special volunteer appreciation events. If they do volunteer, make sure they track and report their hours.




 



For example, if you are a statewide organization and want your services or programs available in every county in the state, start with one county, perhaps the county you know best. Set up your program in that one county and look for ways to make your processes useable across all other counties as you expand. Think about it as if you are setting up to franchise—only you will be franchising to yourself. As you set up your programs and processes, keep things flexible enough to be able to adapt them for the differences you may find in other areas.

Starting small and working up will allow you to work out the kinks in the delivery of your programs and services while fixes are still at a manageable size.

Program Measurables

Once again, it is worth pointing out that although a nonprofit doesn’t exist to make money, if it doesn’t make money, it won’t exist. You have to bring in income or you will close down. One way for a nonprofit to bring in income, as has been discussed, is from grants. Grant applications often ask about the measurable impact your nonprofit has on the community it serves. Set up your systems right from the start to keep track of your program and service delivery so that you can extrapolate data that can express the impact your nonprofit has. This not only improves your own sense of how well you’re doing, it makes it easier to supply that data on grant applications. As the old saying goes, you can’t manage what you can’t measure. You should aim to be able to measure everything your organization does as much as possible.

For example, say you delivered a literacy program to preteen eighth graders at all the middle schools in one county. Good for you. But did it work? Did your program have an impact? How can you find out? One measurable might be what percentage of those students went on to high school compared to the average for students graduating eighth grade and going on to high school in the rest of the state. Or maybe your measurable is even more directly related and shows that 100 percent of the students who went through your program tested at an eighth-grade reading level, while 75 percent of the students not in the program tested at a sixth-grade or below reading level. Those are strong numbers that clearly show the success of your program.
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Your volunteers are a key component of the health of your nonprofit. Choose carefully where you place them—both in terms of where in your organization you utilize volunteers and which volunteers you put to what tasks. The more organized and mindful you are about your volunteer corps, the more likely you will have successful, productive volunteers who stay with your organization for a long time.




 



Be sure to build measurables into your program and service delivery so you can have a way to show the public and those handing out grant funding that your organization is having a positive impact and is a worthwhile investment. Always be thinking of what is measurable and measure it as best you can. If you only think about measurables after the fact, it is hard to recreate the information you might need.




CHAPTER 8

Equipping Your Nonprofit

Every organization has a certain need for basic equipment and office supplies. Of course, it’s a fine line. Before you go off on a shopping spree, carefully consider what you truly need, what you may need in the future but not right now, and what you merely want—what would be nice to have but is not necessary. You certainly don’t need every single piece of equipment discussed in this chapter to get started, but you should consider all of it and decide what’s required for your organization and how your office supplies and equipment needs will be satisfied in relation to your own goals and growth strategy.

Decisions, Decisions: Equipment Choices

If you find a trip to the local office supply store fun and exciting, be careful not to get carried away when you’re surrounded with an abundance of clever gadgets, all designed to make you think they will make your working life easier and more fun. Discipline yourself to get only what you need and really think through those “make your life easier” purchases that end up sitting in the back of the closet waiting for clean-out day. One thing nonprofits cannot afford to do is waste money.

On the other hand, you should invest in equipment and supplies that make your organization as professional and as high-functioning as possible. Used and donated office chairs might be just fine, but what about something like computer equipment? For example, although well-meaning people are apt to donate equipment to your cause rather than throw them away, are old computers with slow processors and out-of-date software really the best things to use to accomplish your goals? Donor databases take a lot of memory and require speed to work efficiently. Don’t skimp on something like IT equipment only to end up spending much more time and money in the long run trying to make the stuff work.

Also carefully consider what will be done in-house and what can be farmed out, and don’t forget hidden costs that may be involved in taking on whole aspects of doing something yourself. If you are of the size where printing out 300 letters for your membership renewal yourself is the better way to do a membership drive than sending the job to a mail house, be sure to invest in a printer that has a high page-per-minute rate or a photocopier that efficiently uses toner, one of the most expensive parts of photocopying.

Basic Office Equipment

Here are some basic equipment purchases you should consider adding to your startup budget:

       [image: ][image: ]  Computers. A computer can help you manage complex bookkeeping tasks, maintain your donor database, establish and maintain a social media presence, and produce marketing materials. For well under $1,000 you can buy a desktop setup with 8 GB of memory and the most current processor available to the general consumer. Get at least one wifi router so everyone in the office can connect to the server and internet without cords. In this day and age, with cheap prices on pretty good machines, it is worth the cost to equip everyone on your staff with an up-to-date computer (or tablet—see next item).

              If you are an “Apple person” or envision doing a lot of graphic design for your nonprofit, you may decide to use a Macintosh computer. This will be more costly, but the right tool for the job can prove less costly in the long run. If you do decide you need a Mac, remember that not everyone in the office needs one. It is fine to have a mix of brands and types of computer.
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Integrated, multifunction devices—such as a copier/printer/fax machine or a fax/telephone/answering machine—may cost less to acquire and take up less space in your office, but bear in mind that you risk losing all these functions simultaneously if the equipment fails. Also, consider that many “jack of all trades” type machines do a lot of things okay, but if you really only use one or two of the functions, you may be better off getting a more specialized machine that does one or two things (printing or copying, say) really well. Be honest about your anticipated volume of use with the machine’s efficiency rating and cost to operate and compare that with standalone machines before making a final decision.




 



       [image: ][image: ]  Tablets. The line between laptops and tablets continues to become more blurred. Depending on the type of computing work you’ll be doing in your office, all or some of your staff may be able to get it done on a tablet like an Apple iPad or Samsung Galaxy, or a hybrid kind of machine like Microsoft Surface. Tablets can be fine for emailing, web research, and social media tasks. We’re not quite to the point where you can run a database or true word processing system, but that may be in the near future. A tablet can cost anywhere from $300 to $1,000, so it may not save that much money when compared to a basic laptop. However, a tablet is extremely portable and can be taken most anywhere with no fuss. Used tablets can be found at much lower cost.

       [image: ][image: ]  Printers. You could get one super-duper printer or have a more modest one with each computer. Everyone having their own printer at their desk can save a lot of jumping up and down time. A lot depends on the number of staff and the setup of your office. Perhaps having one more powerful printer attached to the administrative desk computer and simpler printers at each desk is a good solution. Small printers that do quite a lot are available for around $100.

       [image: ][image: ]  Software. Be sure to get a recent version of Microsoft Office. The full suite includes Word, Excel, Access, Publisher, and PowerPoint. If you are starting very small, you could use Access or even Excel as your database until you get to a certain number of records, at which point you will want to transfer your data to a donor database.

              Software can be a significant investment, so do a careful analysis of your own needs and then study the market and examine a variety of products before making a final decision. If you’re even a little tech-savvy, don’t be afraid to try open source software, which is free and often every bit as powerful and functional as proprietary, commercial software.
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Rather than purchasing mail-processing equipment and doing the work in-house, consider outsourcing all or part of the labor involved in preparing large mailings. Check under “mailing services” in the Yellow Pages or via your favorite search engine.




 



       [image: ][image: ]  Photocopier. A photocopier is a must. You can get a basic, low-end, no-frills personal copier for less than $300 in just about any office supply store. More elaborate models increase proportionately in price. If you anticipate a heavy volume, consider leasing. This is also a common piece of equipment donated to organizations. Someone might even be willing to donate a lease of a photocopier—you would just pay for the toner and monthly service. It’s true that most computer printers these days will also do photocopying, but use this feature sparingly because printer ink cartridges are even more costly than photocopier toner.

       [image: ][image: ]  Fax machine. Despite the widespread use of email, fax machines are still used by many, and you should probably get a fax number. Depending on your organization’s needs, a stand-alone machine on a dedicated telephone line can be a wise investment. Expect to pay $100 to $250 for a fax machine. On the other hand, if you are only receiving a fax or two a week maximum and are located near an office store that provides the service of receiving and sending faxes, it may not be worth purchasing a machine. Or perhaps you can get a local business to offer you free fax service for the small amount of faxing you may need. Check with your board members or even volunteers to see if someone would be willing to donate fax services. There are also virtual fax services such as eFax (www.efax.com) that can deliver faxes to you or send an electronic document to another fax number/machine.

       [image: ][image: ]  Postage scale. Unless all of your mail is identical, a postage scale is a valuable investment. An accurate scale takes the guesswork out of postage and will quickly pay for itself. It’s a good idea to weigh every piece of mail to eliminate the risk of items being returned for insufficient postage or overpaying when you are unsure of the weight. Having your own scale can also save a lot of standing in line at busy post offices. Also, check www.USPS.com for doing online postage purchasing if you do any significant amount of mailing—and when all those donation checks start coming in, you will be sending regular thank-you letters! You might also consider trying third-party mailing services like Stamps. com, which allow you to print your own postage.
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Postage stamps come in a wide array of sizes, designs, and themes and can add an element of color, whimsy, and even thoughtfulness to your mail. Check with the USPS for the latest on having a special bulk mail stamp put on your large mailings.




 



       [image: ][image: ]  Paper shredder. A response to both a growing concern for privacy and the need to recycle and conserve space in landfills, shredders are becoming increasingly common in both homes and offices. They allow you to efficiently destroy incoming unsolicited direct mail, as well as sensitive internal documents, before they are discarded. Shredded paper can be compacted much tighter than paper tossed in a wastebasket, and it can also be used as packing material. Light-duty shredders start at about $25, and heavier-capacity shredders run from $150 to $500. Then again, depending on how much shredding you will do, it may be more economical to use a local shredding service.

Telecommunications

If you have a physical office with more than one person on staff, you will need a phone system. If not, you can get away with a cell phone or smartphone just for yourself. Telecommunications technology seems to advance on a weekly basis. As you investigate the options in your areas, here are some specific elements to keep in mind:

       [image: ][image: ]  Telephone. A single voice telephone line should be adequate during the startup period. As you grow, you’ll add more lines. Keep this in mind as you choose a telephone package that allows for growth without having to start over in purchasing equipment.

              Your actual telephone itself can be a tremendous productivity tool, and most of the models on the market today are rich in features you will find useful. Such features include automatic redial, which redials the last number called at regular intervals until the call is completed; programmable memory for storing frequently called numbers; and a speakerphone for hands-free use. You may also want call forwarding, which allows you to forward calls to another number when you’re not at your desk, and call waiting. These services are typically available through your telephone company for a monthly fee.
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Just about any type of secondhand business equipment can be purchased for a fraction of its original retail cost. Check Craigslist (www.craigslist.org) or the classified section of your local newspaper and ask new equipment dealers if they have trade-ins or repossessions for sale. Careful shopping for used items can save hundreds of dollars.




 



              If you or your staff will be spending a great deal of time on the phone, consider wired or wireless headsets for comfort and efficiency. A cordless phone lets you move around freely while talking, but these units vary widely in price and quality, so research them thoroughly before making a purchase.

       [image: ][image: ]  Voice mail. Because your phone should never go unanswered, you need some sort of reliable answering device to take calls when you can’t do it yourself. Whether you buy an answering machine (expect to pay $40 to $150 for one that is suitable to a business) or use a voicemail service provided through your telephone company (anywhere from $6 to $20 per month) is a choice you must make depending on your personal preferences, work style, and budget needs.

       [image: ][image: ]  Cell/Smartphone. Cell phones and smartphones have become standard equipment for personal and business purposes. Will you or anyone on your staff travel frequently and have a need for being in touch on the road? Consider getting key personnel a cell phone—multiple phone packages might be a cost-effective way to do this. Smartphones, of course, are also miniature computers and can handle a variety of tasks such as videoconferencing, social media, emailing, web searching, and many other tasks once relegated to the desktop.

       [image: ][image: ]  Toll-free number. If you are targeting a customer base outside your local calling area, you may want to provide them with a toll-free number so they can reach you without having to make a long-distance call. Most long-distance service providers offer toll-free numbers and have a wide range of service and price packages. Shop around to find the best deal for you. These days, you may be able to rely on people having unlimited calling cell phone plans. Think through your incoming calling before deciding.

       [image: ][image: ]  Email. Email is a standard element in a company’s communications package. It allows for fast, efficient, 24-hour, non-interruptive communication. With email comes an expectation of responsibility and responsiveness. Check your messages regularly and reply to them promptly. Use tools such as Microsoft Outlook to organize your emails—you can quickly become overwhelmed!

Other Equipment

In addition to these basics, there are other items you may need, depending on your particular operation. They include:

       [image: ][image: ]  Cash register. For a retail operation, you need a way to track sales, collect money, and make change. You can do this with something as simple as a divided cash drawer and a printing calculator, or you can purchase a sophisticated, state-of-the-art point-of-sale (POS) system that is networked with your computer. Of course, the latter can be expensive, costing somewhere between $1,200 and $5,000 per terminal and may not be a practical investment for a small startup nonprofit. A preferable option is an electronic cash register (ECR), which can range from $500 to $3,000, and can be purchased outright, leased, or acquired under a lease-purchase agreement. The newer ECRs offer such options as payment records to designate whether a customer paid by cash, check, or charge; department price groupings (appropriate for stores with multiple departments so you can separate the prices for items in each department); sign-in keys to help you monitor cashiers and clerks; and product price groups (which let you organize products as they are rung up) for tracking inventory more effectively.

       [image: ][image: ]  Credit and debit card processing equipment. Simple imprint machines that you slide across the top of a credit card with embossed numbers are quickly becoming relics of the past—cards are increasingly being issued without embossed numbers, so don’t think that you are getting a useful item if someone is giving these away or selling them cheap. If you are doing transactions on the road, at events off-site, consider using a swipe mechanism like Square Card (https://squareup.com) that plugs into your cell phone and uses your cell line to transmit the transaction. Many companies have offerings in this space, so do your diligent research. Some charge monthly fees, some have a minimum usage fee, and the percentage charged per swipe can vary by a lot.

              Credit and debit card service providers are widely available, so shop around to understand the service options, fees, and equipment costs. Expect to pay about $400 to $500 for a “swipe” machine that reads the magnetic strip on cards. You’ll also pay a transaction charge, which might be a flat rate (perhaps 20 to 30 cents) per transaction or a percentage (typically 1.6 to 3.5 percent or in excess of 4 percent for higher-end cards like American Express) of the sale.
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If your retail space and operation is of any size, consider hiring a retail manager who has retail experience. Even more creative would be to consider leasing out the retail operation to someone who would like to run it as a separate business. Be sure to check all tax laws and local laws first.




 



See Figure 8–1 on page 97 for an equipment checklist to keep you focused on what you really need for your nonprofit.

Inventory

If you have a retail operation, you will need to deal with inventory. This can be the most fun part of having retail as part of your nonprofit—and it can also be a huge headache.

Inventory Stocking

Go slow with ordering inventory. Excess inventory creates extra overhead, and that costs you money. Inventory that sits in your storeroom does not generate sales or profits—it shrinks your bottom line. Losses caused by excess inventory come in several forms:

       [image: ][image: ]  Debt service on loans to purchase the excess inventory

       [image: ][image: ]  Additional personal property tax on unsold inventory

       [image: ][image: ]  Increased insurance costs on the greater value of the inventory in stock

A common and natural reaction to excess inventory is to reduce the price and sell it quickly. Although this may solve your immediate overstocking problem, it also reduces your return on investment. All your financial projections assume that you will receive the full retail price for your goods. If you overstock and reduce your prices by 15 percent to 25 percent to jettison the excess inventory, you’ll lose money you had counted on in budgeting.

You may be tempted to respond to the excess inventory issue with overly cautious reordering. But doing this risks creating a shortage in stock, and the result could be a drop in sales. The solution is to plan well to avoid accumulating excess inventory, establish a realistic safety margin, and order only what you’re sure you can sell.


[image: ]
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FIGURE 8–1: Equipment Checklist

With nonprofits, one key parameter to use for ordering inventory may be how well it relates to your mission. If you are a museum, there are lots of related products—art, posters, educational toys, branded knickknacks, and always books—that you can sell that make your retail store an extension of your museum.

Tracking Inventory

A critical part of managing inventory is tracking it—that means knowing what you have on hand, what’s on order and when it will arrive, and what you’ve already sold. This information allows you to plan your purchases intelligently, quickly recognize fast-moving items that need to be reordered, and identify slow-moving merchandise that should be marked down and moved out.

There are a variety of inventory-tracking methods you can use, from basic handwritten records to computerized bar code systems. Your accountant or bookkeeper can help you develop a system that will work for your particular situation.

Vehicles

Does your organization have the need for a vehicle? If you transport things on a regular basis or do events where you need to carry lots of equipment and supplies—like pop-up tents or tubs full of literature—you should consider whether having an organizationowned vehicle is logical. Employees using their own vehicles once in a while is fine, but if this is a regular thing—once or twice a week—a company vehicle may be the way to go.
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If you decide retail sales offer a great opportunity for your organization to make some operating funds, check carefully into IRS tax law regarding nonprofits selling retail. You may decide to have that portion of your operation pay sales/business taxes in order that you can be as large as you want. But then be careful of local laws if your retail space is not on the property tax rolls. Run such ideas past your accountant or the person who prepares your tax forms before taking action.




 



Begin to develop relationships with local car dealers and see if anyone is interested enough in your mission to help you with a great deal on a purchase, or even a donation. This is great publicity for a car dealer. However, cars do not bring in a lot of profit, so keep in mind this will likely be a dealer who is very committed to your organization.

Another option is to rent a vehicle from one of the major rental companies like Ryder or U-Haul or Enterprise, if your need for a vehicle is no more than once or twice a month. If your vehicle needs are very sparse, and you don’t need to haul a lot of stuff, consider simply ordering an Uber or Lyft ride when necessary.

Security

If you have set up shop within an existing operation, you may already be protected by a security system. However, if you are a stand-alone operation, you will need to consider what level of security you need to employ.

Do you have cash and donations sitting in your office most of the time? (That is a nice problem to have, but one you need to consider in terms of security.) If large amounts of money are coming in daily, you need to have a plan for getting deposits into the bank often. Consider having a locking safe for those times when it just adds up.

A security alarm tied into the local police dispatch is another key thing to have. If you go that route, you need to stay diligent. Don’t let people be lax about setting the alarm. Pick a system that isn’t so complicated that people hate to use it, because that can defeat the purpose. Be meticulous about handing out security codes and keys and other security-related information. Keep careful records of who uses what code.

Keeping your establishment as secure as possible is a serious responsibility. The costs are not that high and usually end up well worth the peace of mind they provide.

Talk with local police to help you determine what level of security you might need. Most will gladly provide free information on safeguarding your operation and will likely even personally visit your site to discuss specific crime-prevention strategies. If you have a retail operation where shoplifting may be a concern, check your local law enforcement department to see whether it offers retailers and their employees training seminars in workplace safety and crime prevention.

Common techniques merchants use to enhance security and reduce shoplifting include mirrors, alarms, and video monitors. Advances in technology are bringing the cost of these items down rapidly, and installing them may also earn you discounts on your insurance. You can also increase the effectiveness of your security system by prominently posting signs in your windows and around the store announcing the presence of the equipment.

Organizations that carry or display large numbers of valuable items, such as museums, will have enhanced security concerns. You may need to look into hiring a dedicated security professional to oversee the premises.

Beyond the Minimum

When setting up your nonprofit business, there is a balance to be sought to get the tools you need upfront while at the same time holding off on some things that you know you will need (but will know more about the features you will want once you’re up and running). The other balance is doing the research and purchasing while you’re still in the planning stages. Use your ramping up time wisely. Once your nonprofit, whatever it is, is open for business, you will find it hard to find the time to do this kind of behind-the-scenes work.




CHAPTER 9

Development: Raising the Funds

The term development in the nonprofit world, sometimes called advancement in the university setting, is the term used for the area of the organization that focuses on raising funds. The people of the United States are a philanthropic bunch—enough so that the IRS set up the 501(c)(3) designation and has a distinct interpretation of charitable giving (found on the website www.irs.gov/charities/index.html):

The exempt purposes set forth in section 501(c)(3) are charitable, religious, educational, scientific, literary, testing for public safety, fostering national or international amateur sports competition, and preventing cruelty to children or animals. The term charitable is used in its generally accepted legal sense and includes relief for the poor, the distressed, or the underprivileged; advancement of religion; advancement of education or science; erecting or maintaining public buildings, monuments, or works; lessening the burdens of government; lessening neighborhood tensions; eliminating prejudice and discrimination; defending human and civil rights secured by law; and combating community deterioration and juvenile delinquency.

That covers a lot of ground! But the point is that the IRS has recognized that people want to help their fellow citizens and their communities through volunteering and charitable giving. Nonprofit leaders need to recognize that, too.

As you embark on starting up your nonprofit, if you—and your board and staff—get nothing else out of this book, get this: Do not go about fundraising with the attitude that you are begging people to donate. Realize that statistics show that people want to donate—your job is to help them understand your organization and decide whether it is a cause they are interested in supporting. People with means to donate money or time to volunteer want to do so with organizations that hold meaning to them. But they won’t be able to pick your organization to add to their list of charitable giving if they don’t know about you and your mission. This is where development comes in.

Staff

It is unlikely you will open your doors with a fully staffed development department. In fact, it is more likely that you as the founder and/or ED or chair of the board will be the fundraiser-in-chief, at least at the beginning. Whatever your title, the executive director, board chair, and board members will also need to be key fundraisers for the success of the organization. It is vital that you spend time on a plan for your development efforts and carefully determine how to staff this important function.

A startup nonprofit with an involved founder and a high-functioning board doesn’t need a high-level development staff member right off the bat. Unless you are launching your startup with a massive capital campaign—which isn’t recommended, or, if you do, can be accomplished with a consultant/contractor whose role is not to be a permanent member of the staff but to conduct the campaign for you—your first key development hire likely should be for an administrative role.

An administrative assistant or development assistant/associate is critical for timely mail processing, updating the donor database, and generating acknowledgment letters. These three functions alone can easily add up to a thirty-hour-a-week job for even a small nonprofit organization.

Adding development staff should be a slow, deliberative process. There are ways to get development-related work done on a consultant or even volunteer basis. You can hire a grant writer on an hourly, by-project basis. As mentioned, for something with a beginning and end point, like a capital campaign to build or renovate a building or launch a large new initiative, you can hire a consultant with a set contract for that project. But if your organization is going to grow at all, even slowly, sooner or later you will want to hire development staff to focus on your specific needs. This section discusses a few of the development tasks that are often separate jobs in bigger organizations.

Development Assistant

If you, as founder, or your executive director or board president (and especially all three!) are fundraising savvy, a development assistant is a great first hire for the start of a development department in a small startup organization. The salary level is not high, you don’t need someone with development-specific skills, and this person will be invaluable for keeping administrative tasks flowing and helping support the fundraising efforts of your key personnel.

The development assistant can be a move-up position, which is often a great way to retain someone and not have to regularly retrain people to your organization. As he or she gains specific knowledge of your organization, donors, prospects, and database, your development assistant will be a great candidate to move up through the ranks to become development coordinator, development associate, development manager, and eventually to development director.

Membership Coordinator

This person would organize your membership efforts, if you are a membership-based organization. Membership coordinating involves soliciting members with mailings, keeping track of membership in the database, sending renewal notices, coming up with tantalizing benefits (besides supporting your good work), and making sure members receive the benefits and premiums you offer. Also, you should communicate with members regularly—even if that is handled by a communications director, the membership coordinator should provide copy for the member newsletter and produce or remind someone to produce periodic email communications.

Special Events Manager

If special events are a huge part of your fundraising efforts, keep in mind that they are also a huge amount of work. If you plan to do several events a year, you will want to look at having someone on staff that is dedicated to managing events. On the other hand, large events can raise a lot of money, so this position can ultimately pay for itself. You will likely start with volunteer committees with a key staff person being the lead for each event. But as your organization grows, and your events grow or you do more events, don’t burn out your staff. Instead, bring on either a special events contractor to run the event or hire someone in development who focuses on event management.

Other Personnel

There are loads of other potential development hires if your organization gets large enough that these elements of your fundraising efforts represent a full-time (or significant part-time) workload. See what groups of tasks can be logically lumped together, make sure the tasks add up to enough work to warrant a position, give it an appropriate title, and work up a job description before you start casting about for your new hire.

Direct Mail Coordinator

Your “annual appeal,” membership solicitation, newsletter, and other appeals that go through the mail or email are parts of your direct-mail effort. Depending on the size and/or number of mailings you do, coordinating your direct mail can be a stand-alone job. You can hire an outside direct mail firm to coordinate it or you can have a dedicated staff person working on developing creative mailings and pulling together lists of prospects.

Grant Writer

Typically people within the organization work on grant proposal writing if and when they have time, but if grants are a key piece of your fundraising efforts or if you depend on large government grants that can be very complicated to pull together, you may want to hire an on-staff grant writer. Grant writing requires more than just good writing—however, most good grant writers are good writers, so you could add some general writing or communication tasks to this position to get the most out of this staff member in downtimes between grant proposal deadlines.

Volunteer Coordinator

This is discussed in more detail in Chapters 6 and 7 on staff and volunteers, but if your organization depends heavily on volunteers, having a volunteer coordinator can pay dividends. The volunteer coordinator not only ensures that volunteers are where they are needed, they also ensure that your volunteers are getting the most out of their volunteer effort—a key ingredient to heavily utilizing volunteers in any organization.

The Almighty Donor Database

A database is simply a collection of information stored electronically that can be manipulated or retrieved using a computer program. Keeping information about your donors in a database is fundamental to managing a nonprofit organization. There are a few key things to keep in mind about the database kept by your organization:

         1.  Garbage in, garbage out. This is a simple saying that means that if the information entered into the database is inaccurate, the reports and lists that you ask the database to produce will also be inaccurate and not as useful as they could be. The higher the quality of information that goes into your database, the higher the quality of results it can produce for you.

         2.  Databases used by nonprofit development departments are known as donor databases. Unlike bookkeeping software/databases, donor databases don’t revolve around money; they revolve around people—people’s names, donations, and their relationships to other people.

         3.  Restrict the number of people you allow to enter information into the database. Database software typically appoints an “administrator,” or admin, who can change anything about the database that is allowed to be changed by the user (as opposed to the software developer). The admin can add/delete/alter fields, add or remove users, and decide what levels of use those users will have. Development personnel should have full access once trained. Other personnel should have access as needed—for example, the ED should probably have full access (although watch out for those EDs who don’t fully understand the donor database!), and receptionists should have access to the database to view records (for phone numbers, addresses, and other contact information) but not to change them unless you want to set them up to change contact information if they receive new information from a caller.
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Don’t rely only on on-the-job training to move your development assistant up the ladder. Budget a small professional development fund to get this person some outside training that will help them understand the whole development picture.




 



Most major donor databases link up with QuickBooks bookkeeping software to help coordinate the donation processing with the finances of your organization.

Which Donor Database Should You Buy?

Dozens of companies make donor databases. You should look at many of them before making your decision. The donor database is a key purchase for your organization (and, depending on what you choose, may well exceed $10,000 in cost), so before purchasing the database for your organization, you should fully assess how you plan to use it and how big and how fast you expect your organization to grow. A startup is unlikely to have the budget to buy the top-of-the-line donor database; but if you plan to grow exponentially within, say, five years, it may be best to just go with the most robust database out there because switching in five years would be an expensive proposition—not only in purchase price but in personnel training and learning curve time. You can save yourself some headaches by obtaining a database with room to grow along with you.

Here are a couple of the better donor databases out there at the moment:

       [image: ][image: ]  The Raiser’s Edge. Owned by Blackbaud (www.blackbaud.com), the Raiser’s Edge is considered among the cream of the crop when it comes to donor databases. It has the capability of managing large amounts of data, thousands of records, and providing detailed reports. If your organization is in one of the larger categories like medical, research, or education, or if you expect your organization to start pretty small but grow pretty big pretty fast, you should seriously consider this development software.

       [image: ][image: ]  DonorPerfect. From SofterWare (www.donorperfect.com), this is another robust program that can manage tens of thousands of records and help not only keep track of your incoming donations, members, and other donation and donor tracking, but provide reports and lists, generate acknowledgments, and track contact with donors.

       [image: ][image: ]  Dozens of others. Salsa (www.salsalabs.com/fundraising-software), GiftWorks (www.frontstream.com/giftworks), and eTapestry (also from Blackbaud at www.blackbaud.com/etapestry) are also viable possibilities. Check out www.rlweiner.com for a long list by consultant Robert L. Weiner of many donor databases. This is just a list, so you will need to do your own research—and remember, companies are being bought and sold all the time, so do a little digging to make sure the research you find is up-to-date.

Types of Donors

As your organization develops, you will find that you don’t have just one type of donor. Each donor will come with different ways that they want to be engaged and have differing ways that you will want to steward them to keep them contributing to your organization. And even key donor types break down into more detailed categories of donors.

Prospects

Prospects are people you enter into your donor database who have not yet donated but are prime candidates for supporting your organization in some way, large or small. They are people who you want to make sure receive your mailings, from your quarterly newsletter to your annual appeal. Some day when the right pieces come together—extra money in their pocket or a personal connection to your mission—prospects have a high likelihood of sending you a donation.

Individual Donors

Individual donors come to donate to your organization for myriad reasons. Perhaps they came to an open house or other event you held, were impressed with the event and your organization, and donated beyond just the admission fee. They may have become a member or donated to a specific cause being showcased by the event.

Perhaps your individual donor responded to a direct-mail piece that was sent to 10,000 households. Your appeal spoke to an interest of theirs, they were impressed with your statistics, or they remembered a friend of theirs saying that they were a member of your organization and really appreciated what you do—and the person donated a small amount for that reason alone.

Basically, individual donors will collectively be the lifeblood of your donor base. No one individual donation brought in this way is going to make or break your organization, but together they will likely form a large percentage of your annual operating income.

These donors will likely donate, perhaps in just small amounts, again and again. They will respond to your membership appeal, they will come to other events, and they will donate to a special appeal for something specific.

These small, regular donors are also often the ones you will be surprised to find have left your organization a substantial sum in their wills.

Major Donors

Major donors rarely happen overnight. They may take years of cultivation, but once they decide to give, they give in large sums. Some may have the capacity to give a large sum annually, and some may give only strategically when you are doing a special campaign.

Cultivation and—once they have given—stewardship are important to the major donor. They don’t want to be “sold to,” but they also want to be kept apprised of what your organization is doing—that is, how you are using their donation.

One of the best ways to steward major donors is to assign each major donor to the most suitable board member. Many major donors come through board member connections to begin with. Help your board members learn how to best steward donors if they don’t already know. A stewardship plan should be in place for each major donor to receive a certain amount of correspondence each year—not asking for a donation but simply updating them on key initiatives or the overall status of the organization.

When the time comes to ask for a key donation, the board member should plan to bring along the executive director or development director for a face-to-face meeting.

Corporate Donors

Corporate donors require a completely different approach than individual and major donors. Although they certainly do exist, few corporations give large donations simply to be philanthropic. They expect certain marketing opportunities from their donation—a press release announcing a significant gift, a check presentation photo sent to the papers, naming of a key area in the building to which they are giving, and publicity for sponsorship donations before, during, and after an event.

Corporations should be key donors and donor prospects in any organization’s development plan. The board should be enlisted to help identify corporations for whom your mission would appeal. Corporations don’t just donate for their own/owner’s sake; also help them understand that your organization’s mission is near and dear to the hearts of their employees.

You will want to figure out the fiscal year for the corporations you plan to approach as much as possible. As you try to gather this information, you might consider creating a corporate mailing piece that can be sent a couple of times a year to a certain number of corporations. Once you start to collect specifics about their various fiscal years, you can group those twice–a-year mailings by the most logical mailing period for a company’s fiscal year. Remember, corporations will be doing budgeting for the new fiscal year several months before the current fiscal year ends.

Foundations

Private foundations are pots of money set aside by a person, family, or other entity for donation purposes. They typically fall under tax-free IRS laws which, for the tax-free status, require them to give away a certain amount of money—typically a percentage of the income or the principal of the fund itself, depending on how it is set up—each year. In order to do that, they often target types of charities they are interested in and open a grant proposal round once or twice a year during which organizations can appeal to them for funding.

Foundations often prefer to fund programs that actually result in accomplishing the mission of the organization. (You do have a mission statement, right? If not, check out Chapter 2 for tips on writing one.) Few foundations offer funding to capital campaigns, and fewer tend to offer funding of general operating funds for the day-to-day business of the organization. And most require a post-grant report to give them the measurables that show how their funding helped you to accomplish your mission.

There are many ways of finding out who offers grant funding in your category of charity. In your favorite search engine, do a basic search under “grants for ______” (whatever your category is) and you will come up with some places to start.

Grant Writing

Writing grant proposals is an important element of any development plan. However, don’t overestimate the percentage of your funding that will come from grants. GivingUSA reported that in 2014, just 15 percent of nonprofit funding came from foundation grants, while 72 percent came from individual giving and 5 percent from corporations. That is a key ratio to keep in mind when thinking about how big a role grant proposal writing should play in the development plan of any nonprofit organization.

Some nonprofit categories have more potential grant funding than others. Health and human service nonprofits likely have a higher percentage of government grants available to them. In individual sectors, there are particular grant funding opportunities, but the grant amounts may make it impossible for the grant writing of the proposals to take up too much of limited staff time. This can be an area where a freelance grant writer could take up the slack. Plan to pay an hourly fee, however; it is considered unethical for a grant writer to take a percentage of the grant amount.

See Chapter 4 for more on grant proposal writing.

Events

Fundraising through events is extremely common in the nonprofit world. Open a weekly newspaper and you will find any number of local events being put on by nonprofits. Events are great. They engage your constituents and inspire people to become involved with supporting your organization at almost any level.
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Use a capacity-screening tool such as WealthEngine (www.wealthengine.com) or Prospect Builder (www1.toutapp.com/blog/introducing-prospect-builder) to analyze the giving capacity of potential donors. These tools help you understand ahead of the “ask” how much the donor is likely to be comfortable giving, what might be a stretch, and what would be too big of an ask.




 



The kinds of events most often put on by nonprofits include the following:

       [image: ][image: ]  Runs and walks. Participants pay a certain set amount to enter but also are encouraged to obtain other donations from friends, family, and colleagues. Many online nonprofit fundraising programs—such as Razoo and FirstGiving—also allow people to set up their own fundraising pages on behalf of your organization.

       [image: ][image: ]  Dinners. These events might include a speaker, live and silent auctions, and other clever ways to earn money from the event beyond the price paid to have dinner.

       [image: ][image: ]  Online auctions. Again, several online donation programs also have the ability to conduct auctions for your organization; they often have great tips on how to obtain auction items and the best items to obtain.

       [image: ][image: ]  Themed events. These can include holiday-themed events such as haunted houses, Santa Claus appearances, New Year’s galas, fall festivals, Valentine’s Day chocolate-related activities, and many other possibilities.

       [image: ][image: ]  Trips. Casino trips, bus tours, and other “adult field trips” are all great fun, can be great publicity—and many can be great fundraisers. But you need to weigh the pros and cons of how much the event can make compared to how much staff time and other expenses cost, as well as how much time is being taken away from other types of fundraising. And at what point are you doing more event planning than serving your mission?

Earned Income

Earned income refers to fees charged for services you offer or revenue from goods your organization sells. If your nonprofit is the type that has a physical space, then having some amount of retail is probably a good idea. Patrons of museums want and expect at least a small museum gift store where they can purchase souvenirs of their visit, postcards of their favorite piece of art in your museum, or simply high-quality and unusual gift items.
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Between 2003 and 2013, the number of public charities grew 19.5 percent, faster than the growth of all registered nonprofits (2.8 percent).

—The Nonprofit Sector in Brief: The Urban Institute




 



Be careful of earned income and keep track of the percentage of your organization’s income that is through goods and services; there are lots of variables, but the IRS has very specific rules on how much of a nonprofit’s income can be earned before you no longer are operating like a charitable organization.

And people should know that their purchases are not charitable donations to your organization that they can write off on their taxes; they are purchases like any other.

Annual Appeal

A nonprofit’s annual fund is that which solicits unrestricted donations—that is, donations given without any restrictions as to what they are to be used for. These go into the organization’s general pot of money called operating funds. This is considered the best kind of donation a nonprofit can get—the kind of donation that allows the leaders of the nonprofit to decide where the best place is to use the donation, depending on what the organization most needs at that moment in time.

The annual fund is raised through a direct appeal out to the widest possible audience—from known regular donors to occasional donors to haven’t-yet-donated prospects. This appeal usually goes out in direct-mail format in the late fall, hitting people in their mailboxes at the holidays when they are feeling the most generous and are looking ahead to the end of the calendar year and the benefit of a tax deduction.

Appeal Letter

The annual appeal will have several components. The letter is the key component around which the appeal is built. Don’t be afraid of your letter being a few paragraphs long. Notwithstanding the assumption that people do not read these days, in fact statistics show that these letters are indeed read. And speaking of statistics, Marc Pitman in his blog on http://FundraisingCoach.com reminds writers of appeal letters to keep statistics out of their letters. Potential donors want anecdotes about the good work your organization does and how far along you are to fulfilling your mission, or the vision you have set out for the organization—in plain language. They do not know what to do with statistical information, which often appears to be a rather random set of impersonal numbers that are meaningful only to those involved in the industry in which your organization sits. Instead, tell stories, show pictures, talk about what your organization did over the past year and what it plans to do in the upcoming year. Your overarching goal in your letters of appeal is to get the reader engaged and on board with your mission.

Don’t be too fancy. Be careful of creating too slick a mailing piece that gives the impression that you are spending donors’ money on creating mailing pieces soliciting donations. You want to look professional and create a design that is in keeping with the type of organization you are in—a mailing piece from a private school should look quite different from a mailing piece from an animal shelter, for example. That doesn’t mean the animal shelter mailing piece shouldn’t look professional or that the private academy’s piece shouldn’t look personal. Know your audience, and know your organization.

Remittance Envelope

The standard way to provide a convenient means for returning their donation is to provide a self-addressed remittance envelope—a remit envelope. This is the little envelope with the large flap that has printed check boxes with standard donation amounts and lines for credit card information. They make it out, put their check in, seal it, stamp it, and drop it in the mail. Remit envelopes tend to be more expensive than standard no. 9 return envelopes, but they can be worth it.
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The Charitable Remainder Trust planned giving tool was made possible through the Tax Reform Act of 1969. It allows an investment to be transferred to a trust on behalf of a charity, but from which the donor can receive income while still alive or for a set period of time.

—www.CharitableRemainderTrust.com FAQ page






Buckslip

If you don’t provide a remit envelope but instead use a simple self-addressed envelope, you will need to provide a separate slip, called a buckslip, to be included with the donation that will have the same information on it as would be on the remit envelope flap. The donor writes a check or writes their credit card info on that buckslip, puts it in the no. 9 return envelope, seals, stamps, and sends.

You can also distinguish your appeal by adding a photo and sell line to the outside of the mailing envelope to encourage people to open the envelope to see what you have to say, rather than just throw it away without reading it.

Membership

If your organization is such that membership makes sense, by all means, offer membership. This is yet another type of funding appeal and can bring in much-needed funds throughout the year or in a time frame during the year when you are not doing another appeal.

Rolling membership refers to when the membership renewal is one year from the date of joining. This means that membership income is coming in at almost every month of the year. It also means that someone has to be sending out renewal notices all year long. This sounds ominous, but even the simplest database can help keep track of this.

Memberships that are renewed on a once-a-year basis get an appeal-type mailing. The advantage to this is that you can time your membership appeal to bring in donations at a time of the year other than your annual appeal, helping spread out your cash flow. A key disadvantage, though, is that it is easy to forget about membership at other times of the year, resulting in failing to capture members who have let their membership lapse for a couple of months. And you may be losing new members who find out about you and your membership opportunity in April, but your membership renewal is once a year in September. They may not want to join in April for just a few months but decide to wait until September—but they aren’t in your database, and they forget, so they never join.

Only you can decide which approach is best for your organization; just weigh the pros and cons of each.

Planned Giving

Planned giving too often gets the classic brush-aside. No one wants to talk about this delicately termed kind of giving—planned means death, and who wants to talk about that?

The best way to get over that is to stop approaching it as a talk about death. Approach planned giving as an opportunity for donors who care about your organization to have a lasting positive impact on your organization. Many nonprofits call their planned giving campaign a legacy society. People are quite interested in leaving a legacy in an area they care about deeply.

If you can get a couple of people who have named your organization in their will to step forward and say so publicly, that is the best awareness campaign you can have. Often board members are willing to do that. Recognize legacy gifts that you are made aware of in some way—perhaps an annual lunch for legacy society members, a special pin, a beautifully framed picture of a special tract of land your organization protected, or a limited edition image of your museum. It should be something that is not expensive but is meaningful to the donor.

Bequests and planned gifts such as assigning your organization as beneficiary to insurance policies can be turning-point gifts for any organization. They can provide unrestricted funds at just the right moment—perhaps providing purchase funds for a piece of land for your future new facility or seed money for an endowment that you can launch a capital campaign to contribute to.

Whatever you do with planned giving, don’t ignore the benefits of this type of gift to both you and the donor. Planned giving tools are not as complicated as people think. Consider hosting a workshop conducted by a lawyer who specializes in planned giving to help your constituents understand these tools—from wills to charitable remainder trusts to insurance policy-named beneficiaries.

Capital Campaigns

A capital campaign refers to a campaign to generate donations for a specific initiative, such as a new building on campus, a new facility to replace your aging one, or a new large-scale program. The campaign is typically constrained within a finite time period, designated by either when you collect the targeted sum or another specific time frame.

Capital campaigns for buildings can carry a certain amount of naming rights. Typically, for a designated-sized donation, the donor gets some predetermined aspect of the new building named for them. An extremely large donation may get the entire building named after the donor—most higher education institutions or private schools have many buildings or departments named after people who donated substantial sums. Programs can offer naming rights as well. From there, you can bring it down to naming individual classrooms and benches in the courtyard. Donors often enjoy having their name physically attached to their passion, and it gives them a specific sum to considering donating.

Silent Phase

The so-called silent phase of a capital campaign is critical. This is the phase when board members and the director and anyone else who has been a member of the steering committees cultivate individual and corporate donors to contribute to the campaign early in a substantial way. These donations set up the success of the public phase of the campaign.

Public Phase

This is the phase of a capital campaign where you go public with your plans and your monetary goal and announce the support you have already received in the silent phase. This is where it becomes clear how critical the silent phase is—this is the support that gives your general donor pool confidence that the campaign will succeed and is worthwhile.

Gift Pyramid

Before you begin your capital campaign, you should create a gift pyramid. You can visually represent this as an actual pyramid or simply list the donation amounts and number of donors.
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If you are soliciting large donations for a building campaign, there can be obvious naming opportunities to attach to a gift size: Give $50,000 and get your name or your company’s name posted next to our training room.




 



At the top (the pointy part) of the gift pyramid are the largest donations, which will have the fewest number of donors. At the bottom of the pyramid are the largest number of donors and the smallest donations.

Say you want to raise $100,000. To get there, you think you have a pool of large donors that will likely result in two $25,000 donations. There’s $50,000 of your $100,000. Of this remaining $50,000, you think you could get a $10,000 donation. So there’s $60,000 total. Perhaps you know a pool of donors from whom you feel you can secure four $5,000 donations. Now you are at $80,000. The next level is $1,000 donors, and you are pretty certain there are ten of those in your pool of prospects. There’s $90,000. The remaining $10,000 will likely be random smaller donations from $500 down to the person who wants to participate but can manage to donate only $25 (or less). There will be dozens of those—and that’s okay; you definitely want to embrace them as much as any other donors.

The effectiveness of the gift pyramid is based on solid research done with donor capacity databases as well as anecdotal knowledge.

Acknowledging Donations

All donations should be acknowledged. You may want to set up a system whereby large donations are acknowledged immediately with a personal note and followed up by an official tax letter when the donation has made it through the bookkeeping system. Your general thank-you may be a paragraph that says something like this: The Appliance Museum is a 501(c)(3) corporation, EIN #00–0000000. No goods or services were received in exchange for this donation, which is tax deductible to the extent allowed by law.

Letters

Even the most basic database should be able to generate your acknowledgment letters derived from donation data input. However, even with the most systematic letter generation, you (or someone you trust) should always look through letters before they get mailed. Set up a system whereby letters can be personalized if someone sends a special note with their donation.
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If you hire a seasoned development professional, make sure they know your mission—but then step back and let them use their experience. Founders know a lot about their organization, but development pros know a lot about how to get people on board with the mission in a meaningful way.




 



And it should go without saying: Always have two different people proofread all letters before they go out. There’s nothing worse than looking unprofessional and sloppy just because you were . . . well, unprofessional and sloppy.

Email

Most donor databases offer a system for sending acknowledgments via email. Of course, the usefulness of this depends on how many email addresses are in your database. But many donors these days want to save paper and postage, wouldn’t mind reducing their recycling bins, and are happy with email acknowledgments.

Memorial Donations

Many people donate in memory of a loved one or a friend who cared about your organization or your organization’s mission. These days, many obituaries include “in lieu of flowers” suggestions that people who knew the deceased might wish to donate to a nonprofit of special interest to the person who has died—or an organization somehow related to their death, such as the American Heart Association for someone who died of a heart attack.

Memorial donations require not only a special letter specifying to whom their donation is in memory, but you also need to send a letter to the next of kin notifying them of the donations received in memory of their loved one. Most sophisticated donor databases allow you to track memorial donations and generate a report with a list of all donations in memory of a specific person, which can be inserted into a letter to next of kin.

Do not underestimate the importance of these letters, and be sure to set up a system and time frame to generate them in a timely fashion.

In-Kind Donations

In-kind donations—donations of goods and services, not cash—should be tracked in your donor database. Be sure to set up a system for these donations to be tracked when they are given. Acknowledgment letters typically do not mention the value of in-kind donations but let the donor decide what the goods were worth. However, you will want to record in your database some estimated “fair market value” of your in-kind donations for bookkeeping purposes. Estimate the value of products; keep a list of things that you receive as in-kind donations regularly.

Crowdfunding for Nonprofits

Crowdfunding sites like Kickstarter.com, GoFundMe.com, and IndieGoGo.com are all the rage in the startup world. Can you use them to raise money for your nonprofit? Yes, though it involves a lot of hard work and persistence. It may be best to start off trying to raise money for a specific project, like for a capital campaign. Begin with coming up with a goal—say, $50,000. Then create your campaign on the crowdfunding site of your choice. Publicize it throughout your organization and encourage staff and volunteers to promote it on their personal social media networks.

One advantage of using a crowdfunding site is the sheer number of people who will donate to your effort. You may get hundreds of small donors. You can really build out your community this way, so be sure to carefully keep track of donors, stay in contact with them, and add them to your database if possible.

Carefully review the requirements of your chosen platform. Each deals with the money in a slightly different way, and don’t forget that if you offer premiums or products, services, or memberships in return for donations, you will have to follow through. And bear in mind that not all crowdfunding attempts are successful. In fact, most fail to meet their financial goals. If yours does succeed, don’t just leave it when the campaign is over. Take that success and build on it offline starting with the community you created.

Fundraising? There’s an App for That

MobileCause (www.mobilecause.com) is a software company that provides the technology to enable text-based donations. You’ve probably seen campaigns where you can “Text 55555 to donate”—that is the kind of thing MobileCause provides for nonprofits. MobileCause helps you easily connect with donors on their mobile devices, a convenience that can increase the amount of donations you receive. One of the leaders in mobile and online fundraising software, MobileCause offers several different types and levels of service, including website, email, social media, and more traditional services for nonprofits.

Fundraising Is King

The development function in any nonprofit organization is clearly a critical one. Though few nonprofits can afford to have a large development staff—and certainly not right out of the box—this is one area where adding staff can have significant payoffs. However, be sure that your nonprofit promotes the notion that every staff member is a fundraiser for the organization, whether they are directly soliciting donations or simply helping people feel good about your nonprofit and your mission.




CHAPTER 10

Website Essentials

Although Facebook, Twitter, Instagram, and other social media platforms are constantly offering new and creative ways to reach out to constituents, there is no substitute yet for the good “old-fashioned” website. A well-thought-out website with a design that reflects your organization’s style is a must.

Here are some basic things to keep in mind about a website for your organization:

       [image: ][image: ]  Flexibility. A website gives you the ability to change content quickly and cheaply, making it easy to keep the information about your organization up-to-date. Printing a brochure does not afford you that ease of change—in order to keep costs down, brochures need to be printed in high numbers, meaning you may still have hundreds left when you want to change something on it. Be sure to make use of a website’s flexible nature by regularly making changes and updates.

       [image: ][image: ]  Universal access. Current and potential donors, volunteers, board members, and other constituents can readily get information, or more information, on your organization just by looking at your website.

       [image: ][image: ]  Data. You can track the results of your marketing efforts more easily with website hits, unique visits, questions, and donations you get directly from your site.

       [image: ][image: ]  It never closes. You are open 24/7/365.

Mobile Websites

Mobile device-friendly websites have been around for a while. With the use of smartphones for web searching now ubiquitous, the world is already in the midst of another paradigm shift in the way we use computers. Creating a website that is more easily viewed on these small-screened devices is a smart move. A mobile website is a special, stripped-down version of your site that is much friendlier to the eyes when viewed on the tiny screen of a smartphone.

Many people still choose to look at the entire, original website no matter what device they are using, so if you don’t have a mobile website created, it’s not the end of the world. However, the whole point of your site is to be used, right? The easier it is to use, the more satisfied your web visitors will be, and the more you will spread the word about your organization—and perhaps, who knows, the more donations you will get.
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Mashable reports that if someone posts about a charity on Facebook, 68 percent of their Facebook friends are likely to investigate that charity further, 39 percent would actually donate, and 38 percent would repost the donation request to their Facebook friends.




 



Most website creators and hosting sites make it easy nowadays to create a second version of the site for users of mobile devices.

Designing and Setting Up a Website

If you are adept at using a computer and want to design your own website, that’s great, especially if it’s going to be an information-only site that won’t need the complications of interactive features.

However, no matter who designs it, you need to be sure your site is professional looking. Just as when you are meeting a potential constituent in person, you need your website to express your organization’s style and culture. Check out all the websites of different organizations in your same category to get a sense of how their sites cater to their base. Your website needs to do the same (only, of course, better if possible). You can also get a sense of what to avoid by looking at your “competitors.” What bugs you about their sites? What doesn’t work?

If you don’t feel like you can create the right website, consider hiring a professional web design company. The cost is not necessarily out of reach, but you want to be sure to hire a company with the ability to do what you want to do. You will also incur monthly charges to have it “hosted”—someone or a company with a big enough server that keeps everything coming and going smoothly. Hosting fees can range from as little as $30 a month to several hundred dollars, depending on the complexity of your web business. Some hosting companies provide “turnkey” solutions, letting you design your own site using easy templates and then hosting the site for you once you create it.

Websites change all the time, and usually included in the hosting fee is a certain amount of free monthly changes. However, it is highly recommended that you learn to make changes to your site within your organization, even if it requires sending a staff person to a class to learn HTML or JavaScript or CSS or whatever language your website runs on. Internet users today expect websites to be dynamic. If your hours change seasonally, if your organization provides information and you want to be able to upload new articles and papers, or if you are constantly running new events, keeping your website up-to-date with all this new information is critical. Changing stuff on your site should be the norm, not the exception. When visitors see a static site that never seems to change, they tend to not come back.
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Using a template used to be a sign of an amateurish website attempt, with results that were less than impressive, but template sites have gotten better and better. Nowadays, a template doesn’t mean you’ll end up with a cookie-cutter website. Some sites that came from templates look quite sharp and professional.




 



Before you hire a designer, look at lots of other websites, pick some favorites, and give the designer ideas on what you like and don’t like. Your designer will likely provide you with a few options that you can choose from, either in their entirety or plucking bits and pieces from each. Find web designers by searching online or noticing who designed the sites you like—credit for website design, with a link to the company, is often found at the very bottom of a homepage. The designer doesn’t have to be local to design your site—everything can be done online.

There are many template companies to choose from, such as Weebly (www.weebly.com), Web.com (www.web.com), WordPress (https://wordpress.org), and BaskWeb (www.baskweb.com), which can even include a shopping cart system for your site. You don’t have to be a computer programming wiz anymore to do it yourself, because they are designed to be put together by anyone with basic computer skills. GoDaddy and other domain-hosting sites offer templates, although they may cost a modest fee to use.

But if your organization is more complex, and you want to attract sophisticated donors to a contemporary, user-friendly, top-flight website, you’ll want to pay to have one designed by a professional. There may even be grant money out there to help fund the project.

The design of your site should be simple yet comprehensive. By the time people have spent a few minutes on your website, they should have a pretty good sense of your organization—your mission, your history, who your board members are, your goals, the services you provide, and every possible way to contact you.

As a nonprofit organization, your website absolutely must contain easy, accessible, visible ways for potential donors to donate right then and there. A big fat Donate button is simply a must. If you have compelling text and present a professional appearance, visitors will want to donate. You don’t want them to go away wishing they could have contributed to your cause. Donation boxes and online donation services (more on those later) capture emails and/or addresses that allow you to get an impulse donation as well as add them to your donor database and keep them apprised of what their donation is supporting.

Website Must-Haves

As you create your website, these are must-haves:

       [image: ][image: ]  Homepage. This should feature your mission, bright, eye-catching photos, and easy-to-navigate and well-organized links to everything on your site. And, of course, you can put a big fat Donate button right here if you want.

       [image: ][image: ]  Contact Us. This page should be easy to find from anywhere and should clearly list all of your contact info, including (if you have an office or a location where people actually visit) a link to a map service that can give directions. Your basic phone number and email contact should appear not just here, but at the bottom of every page on your site.
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There is no quicker way to undermine your credibility than to maintain a sloppy website. As you should always have two different people proofread your mailings, be sure to proofread your website too. Misspelled words and typos reflect carelessness and a lack of professionalism. If you don’t have any English or journalism majors on site, it’s worth spending a few bucks to pay someone to proofread your site before going live.




 



       [image: ][image: ]  About Us. Squeeze as much about your organization as you can that will fit on a single screen. Then have a “Read More” link in case the viewer wants more detail. Never make someone scroll down to get fundamental information. Your logo should be prominently featured here, but should also appear all over the site—on every page.

       [image: ][image: ]  Testimonials from Donors. Use real names (with permission, of course) if possible. Try to get a couple of people who have chosen to include your organization in their will or other legacy gifts, if possible—that’s a great seed to plant for viewers who might never have thought of this.

       [image: ][image: ]  Photos. Make sure you have permission from not only the people shown but from the photographer. Encourage your staff and volunteers to take photos and submit them for possible inclusion on the site. In fact, you could do things like feature a Volunteer of the Month, with photos and a short bio.

       [image: ][image: ]  Sign Up or Login. If available, having the visitor enter their email address in order to receive updates or other special information or offers can produce dividends in all kinds of ways. If you can capture email addresses, do it.

It can’t be emphasized enough: Make it as easy as possible to donate. If you don’t want to place a big fat Donate button right there on your homepage, at least have a separate tab or link to a donation page—call it How You Can Help or Ways to Donate or whatever—but be sure it is easily found from your homepage.

The Homepage

Most viewers will first come to your homepage, where you will introduce them to your organization and tempt them to spend some time on your site browsing other pages—and ultimately be enticed enough to donate, join, or leave their contact information so you can start to cultivate them as a potential member, donor, volunteer, or however you hope to further engage them with your organization.

Your introduction should include a very brief history about how your organization got started and a link to the longer story; if you have a compelling story to tell that is meaningful and poignant, by all means tell it. But if your story is relatively simple, keep this information simple as well. This is a chance for people to feel like they understand your organization, but don’t go into such detail that you lose them right off the bat.
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Update the look of your website every year or two, perhaps, but don’t change it so often that repeat viewers aren’t sure whether they got to your site or not. It’s a fine line. When you do plan to overhaul things, provide some teasers a couple of months in advance so they know to expect a different look.




 



Avoid being too clever. The web customer should open to your site and immediately know they got what they are looking for. Be sure your organization name, logo, and contact information are right there. And be sure that pictures of the highest quality showcase what your organization is all about—the interior of your museum, children receiving medical care, pets being happily adopted by a new family, or hikers in a forest protected from development forever by your land trust organization.

Keep it simple. Don’t show everything you do right at the start. The web page might take too long to download, which will frustrate them enough to move on to the next thing they are interested in before they ever get captivated by your organization. Keep the homepage clean and easy to read, but informative.

By all means, do some promoting on this page—something that clearly reminds the viewer that you are a nonprofit with a mission and that they can help with that mission. How often you change this page depends on what setup you have with your website provider. Consider changing the photos often. You do want to keep the details of the homepage fresh, but you want the basic look to remain the same—viewers should immediately know they came to your site and should recognize it whenever they return.

Include a menu of items along one edge of your homepage—along the top or down one side—with links that the viewer can click on to get to that section of your site. Think of these as the signs you see overhead in the grocery store or the pharmacy—direct people to the sections they are interested in. The person who came to your site to see what your next event is may or may not be interested in your organization’s current advocacy projects, but make it easy for them to click Upcoming Events. Make it easy for the visitor to find what is particularly relevant to them—these are the ways you can keep them interested in your organization.

Drilling Down

Each time the viewer clicks something on your website they go further into your site. This can be accomplished in two ways—one is with a pop-up window where, when they click on a category, the new section pops up over the main page, and when they are finished browsing and close it out, they return to the page they started from. The other way drills them further and further into your site. Drilling down like this is a common way that websites are set up, but it can get frustrating if the user can’t easily get back to a point where they saw something they wanted to look at further. One way to help this is to always have a Home link/button on every page (your logo at the top should also link to your homepage)—so all they have to do is click Home to get back to the beginning and find their way again from there.
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When writing the text for your website, use plain language. Don’t use “nonprofit speak.” Terms like engage and constituents and cultivation are “insider” terms (jargon) that are not meaningful and may be slightly annoying to the general public who is looking at your website.






The Rest of the Site

Your homepage is one of the most important parts of your website. If you don’t capture your visitors at the homepage, they are unlikely to go any further than that. But if your homepage does what it needs to do, viewers landing there will be intrigued enough by your photos and your text to move to the other areas of your site.
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Always include your business’s name, address, and phone number on every page of your website. Once customers have drilled a few pages down into your site, they don’t want to have to backtrack all the way to your homepage just to get your contact information.




 



You might include a button for each area of your organization or for each service you provide. The homepage for The Texas Land Conservancy (www.texaslandconservancy.org; see Figure 10–1 on page 128 for a preview), for example, has drop-down menus running across the top of the page that take visitors to information about the background of the TLC, the work they do, the lands they’ve protected, how you can get involved, or how they can support the Texas Land Conservancy. (Note also the big fat Donate and Get Involved buttons right in the middle of the page.) Decide what is best for your organization and what you want to promote.


[image: FIGURE 10–1: The Texas Land Conservancy Homepage Is Easy to Navigate]


FIGURE 10–1: The Texas Land Conservancy Homepage Is Easy to Navigate

Most websites have their category buttons running across the top since they will all appear when you open the site and won’t run off the bottom of the page. If you only have a few categories, then that might not be an issue. Whatever you do, be sure to design for ease of use and not just for looks.

Contacting You from a Website

There was a time when websites were mainly marketing and information pieces—people came to the site to view what you do and what you offer, and then called to talk with you directly. For nonprofit organizations, that is still an important role for the website. However, with the ease of use of today’s technology, people might well be browsing your site at midnight—they can’t call you and speak to you then. If they have an impulse to donate to your organization or contact you for any reason, it should be possible to do that directly from your website, if not from your homepage.

For simple contact, be sure to have an email button—a separate link for each key member of your staff would be best. If you decide to have only one direct email contact, be sure to have a mechanism in place to communicate to other staff members about emails directed toward their function within the organization. Someone needs to be responsible for checking that email account, and perhaps responding, regularly—now and forever more.

The Donate Button

The key thing about the Donate button is you have to have one. It should be highly visible on your homepage, it should be on other pages, and your site should have a drop-down menu with buttons for each of the different ways an interested person can donate—through membership, to a capital campaign (which you should call the Building Fund or something more generally understood than capital campaign, which is jargon), for a specific program, or just a general donation.

You get your Donate button via the service you choose to process electronic donations. Most everyone is familiar with PayPal, eBay’s transaction service. PayPal charges a fee per online transaction—and offers approximately half a percentage point lower rate to nonprofits than it charges for-profit businesses. Anyone with an email account can pay via PayPal—no PayPal account is needed. Payment is attached to a credit card.

Another online donation platform is Razoo (www.razoo.com). Razoo charges a flat fee for processing your online contributions. Razoo is a platform especially helpful in setting up donor pages, where constituents encourage others to donate to their donor page on behalf of your organization, such as walk/run/cycling pledges. You can set up electronic transfer of regular donations on a monthly basis.

Razoo and PayPal are just two of many ways for donors to contribute online to your organization. Causes, Crowdrise, Network for Good, and First Giving are just a few of the dozen top online fundraising sites listed by Mashable. You need to determine what method is best for your organization’s online donation patterns and needs. Whatever you decide to use for online donations and sites, be sure to promote it as you would any donation opportunity.
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Few things will make a visitor click away from a website faster than finding outdated information. Keep anything that is time sensitive up-to-date and regularly change anything that makes your site appear dated, such as reference to an event long past.




 



Updating

A good tool to make it clear to viewers that yours is an active website is to have something on the site that requires a date—an archive of press releases, a copyright date that changes at least annually, or a link to your blog with current entries are some ways that visitors landing on your site can see that the site is current.

Nothing deters a viewer faster than going to a list of events that have all already happened—if you have a long list of events, it’s fine to keep the old ones on to show viewers what they missed. But once all events on the list have happened, update the list with new events, with a thank you for all who attended the past events, and start putting new events on as soon as you know when they will be held. Have at least something that will show viewers that the site is being updated. If not, visitors will suspect that everything on the site might be old.

Marketing Your Website

Once you have created your website, don’t keep it a secret. Marketing is not a dirty word just because you are a nonprofit. You need to market your organization, which often means nothing more than getting your organization out in front of potential interested parties, whether they are potential donors, volunteers, or other people who would support your mission in some way.
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Always be looking at other organizations’ websites, particularly in your category, before, during, and after you design your own—whether you do it yourself or hire a designer. Keep a checklist of what you like and don’t like about these websites and incorporate these findings into your design plans. Choose colors, typefaces, and other stylistic elements that work on other websites. See Figure 10–2 on page 131 for a checklist of items to hold visitors’ interest in your website.




 



Although your website is in cyberspace, be sure your web address is on every printed piece you create for your business—letterhead, business cards, print advertisements, newsletters (print and enewsletters), radio and TV ads—everything that has to do with your business should announce your web address. Announce the address in your answering machine message. Make sure it’s on the door of your storefront, if you have one, so anyone walking by who either doesn’t have time to come in or wanders by during your off hours knows they can find you on the internet.

All of this is especially important if your web address is considerably different from your organizational name—a situation that’s not recommended but sometimes can’t be avoided if another organization (or business) has already taken a web domain name similar to yours.

Your Website URL

Your website has to have a unique address, called a URL or domain name. Using the name of your organization is your best choice; if another business is already using the name you’ve chosen for your business, pick the next closest name.


[image: FIGURE 10–2: Checklist to Get People Clicking]


FIGURE 10–2: Checklist to Get People Clicking

Domain names must be registered for a minimum of two years, after which you can renew them. The cost to register a name for two years is quite reasonable—typically under $100 per name. You may want to register your name not only with the .org suffix, but register .com as well if it’s available, so that a for-profit business with the same name or something similar doesn’t snatch it up. There are several companies that handle registration—GoDaddy and Domain.com are among the best known.

Keep ’Em Interested

Once you get visitors checking out your site, there are some ways to keep them there as long as possible. The longer they are there, the more likely they are to look at everything you have to offer. Think of department stores and how they carefully construct the space to keep you interested and browsing.
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Check out https://YahooSiteBuilder.en.softonic.com, www.Web.com, or www.Weebly.com for inexpensive web design solutions. For cheap or even free, these companies offer templates for website design, free domain names, and a web host site. Weebly, for instance, offers a basic template for free; more complex sites cost a fee. These sites are good for startup purposes while you get up and running and until you have some funding to have a site designed to exactly meet your needs.




 



Be sure your visitors know immediately what organization’s website they have landed on. Make it easy for them to contact you by having a prominent Contact Us button that makes it simple for them to send you a message.

Keep your website fun and changing. Hold contests, put up on-topic puzzles and quizzes, have periodic Ask Us Anything sessions—whatever you can for fun interaction, but always connect it to your organization and its mission.

Choosing a Web Host

You must select a server to host your website. Examples of well-known web hosts include Bluehost, DreamHost, GoDaddy, and HostGator, but there are many, many smaller hosts available.

Before choosing a web host, ask these questions:

       [image: ][image: ]  How often does the site go down?

       [image: ][image: ]  How long does it take to fix the site when it goes down?

       [image: ][image: ]  What is its customer support system?

       [image: ][image: ]  How many incoming lines does the server have?

       [image: ][image: ]  What is the server’s experience with high-traffic sites?

       [image: ][image: ]  How big is the server?

The price of web fame starts as low as $14.95 per month. Some hosts will also allow you to register your domain at the same time.

Ethical (and Legal) Concerns

A brief word on copyright, fair use, and intellectual property concerns when it comes to your website.

It is not OK to use other people’s writing, articles, blurbs, photos, and/or music on your website without permission. Just because it is on your website and in cyberspace and you are not printing or selling their work does not make it okay for you to use it for free. If you didn’t write it, create it, shoot it, or buy it, you can’t use it without permission. If there is something you really want to use, that you think is perfect for your website and what you are trying to get across, by all means attempt to gain permission to use it. But if you can’t figure out who owns it or can’t make contact with the owner/creator, find something else, create something yourself, or hire someone to create something that you will own and can use however you would like.

Your Website Is Your Friend

Websites can do so much for so little cost and effort that it’s hard to imagine how nonprofits ever survived before the internet came along. Although there certainly are still people out there who aren’t online, given the decreasing cost of electronic devices with wireless capabilities where you can connect in a café without having to pay for internet service, and the transformation of libraries into electronic resource centers, almost everyone can be online, at least sometimes, if they want to be. And that means your organization can present almost everyone with a high level of high-quality information without having to print thousands of brochures or other materials. It bears repeating: Be sure to print your web address on every business card and include it on every email. Update your site frequently and let it work hard for your organization.




CHAPTER 11

The Nonprofit World and Social Media

Social media, defined by Wikipedia as “media for social interaction,” is no longer new, no longer avoidable, and is a proven way to get your message to the world and communicate your mission to the right audience. A lot of it is free, or practically free (don’t underestimate the cost of your or a staff member’s time), so it is pretty close to a nonprofit organization’s dream. Use it, use it often, but use it wisely.

The Players

LinkedIn and Facebook are old enough now that they are beginning to look a little long in the tooth. New players are coming to the social media game all the time. Although as stated earlier, you should definitely use social media tools and use them often, part of using them wisely is using the ones that are right for your audience. Leave the rest for others; you don’t have to use every social media tool just because it exists.

If you find the world of social media overwhelming, there is no lack of expertise to help you sort it out. You could do something as simple as engage a highly tech-savvy high school student (in other words, almost any high school student) to volunteer to help you map out a social media strategy (yes, you should have a strategy—more about that later). Or you can seek out workshops, seminars, webinars, and consultants, some of which are free, to help you navigate this important avenue of communication.

Enews: Traditional Media with a Digital Twist

Much of traditional media—newsletters, for example—are still used prominently in the nonprofit world. However, they are now often generated digitally and transmitted electronically—the enewsletter—rather than in print on paper by post. Sometimes, depending on their typical member base and their computer expertise, organizations offer their materials in both kinds of media and let the recipient decide whether to get their news in print or electronically. If your members tend to be an older audience who missed the technological explosion and wouldn’t know a tweet from a pin (and don’t care to know), then you will still want to offer a print newsletter. But even if that is the case, you don’t have to send a print newsletter to your entire mailing list. You could sort out who doesn’t have email and send print newsletters only to them while sending the newsletter electronically only to the members of your database who provide you with an email address.
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If you decide to send your newsletter only in electronic form to the people in your database who have email addresses but are worried that maybe they would still like the newsletter in print—ask! People loved to be asked their preferences. Many will want to save you the cost of printing and will be glad you made the switch.







 




   [image: ][image: ] Netiquette




The dramatic increase in the use of email entails an understanding of good electronic etiquette. The last thing you want to do is offend a donor or potential donor. So follow these guidelines for proper emailing:

              [image: ][image: ]  Never use all uppercase letters in the body of your email or in the subject line of either your email or enews or e-blast. It is considered the equivalent of shouting.




              [image: ][image: ]  Spell-check your emails. Just because email is quick, it doesn’t have to be sloppy. It’s not a problem when you are emailing with friends and family, but it’s unprofessional when you are engaging donors, sponsors, and other constituents.




              [image: ][image: ]  Be enticing, or even intriguing, but at the same time give an accurate sense of what your email is about in the subject line. If you have carefully selected people who care about your organization’s mission, they will open your email.




              [image: ][image: ]  Create a signature for your email so that every email you compose automatically includes your name, your title, your organization’s name, address, phone number, and email address so the recipient can quickly see how to contact you.




              [image: ][image: ]  Keep your messages short and to the point.




 



Whatever you do, an enewsletter is perhaps the most basic way to communicate with members, prospective members, or anyone who provides your organization with their email address. The enewsletter takes a traditional format with which most people are comfortable (the newsletter) and integrates it with the digital format that has become part of everyday life (email), delivering it to whatever electronic device the reader gets email on, be it a desktop, laptop, tablet, or a phone (by the way, if you really think your members’ main electronic device is the smartphone, you will want to learn about creating a mobile version of your enewsletter or otherwise making it small-screen friendly).

There are two key things to keep in mind about an enewsletter:

       1.    Creating a newsletter is time consuming. Just because enewsletters are cheaper to send (no printing or mailing costs) doesn’t mean you don’t need to spend time pulling the newsletter content together. Think carefully about whether a newsletter at all is right for your organization and whether the time it takes to pull it together will bring you a return of equal value—that equal value may be monetary in the form of increased donations or it could be simply donor care, letting those people who have contributed know what you are doing to further your mission with their contributions.

       2.    Solicit enewsletter subscribers on your own website and at your own events. Sending out enewsletters unsolicited is considered spam. Spamming is not only illegal, it creates ill will with your potential customers. Always provide them an easy way to unsubscribe or opt out of your electronic mailings. But of course, once you create a useful, readable, information-packed newsletter, people will be happy to get it.

E-Blasts

The so-called e-blast is different from an enewsletter. Where an enewsletter should be an infrequent, regularly scheduled email full of entertaining and informative news about lots of different topics, including things that have already happened that you are simply reporting on, an e-blast should be on one topic of timely importance sent at a key moment. For example, if there is a bill coming up in your state legislature that is integral to your mission, and your constituents will not only want to know about it but could influence it, you could send an e-blast explaining the bill and why it’s important, including key information such as when it is going to be voted on, plus a call to action telling exactly what your constituents should do to help with the outcome. (Be ever mindful, however, about the amount of this kind of advocacy your organization is allowed to do under the IRS regulations regarding public policy lobbying and advocacy for your category of organization.)

Give links to key websites or to legislator emails or whatever can help you fulfill your mission of being a watchdog for your constituents on topics that matter enough to them to be a member of or donor to your organization.

Perhaps you have a significant fundraiser coming up that your members and people on your email list would surely like to know about and perhaps attend. Let them know in a timely fashion, but don’t hound them four times a week for two months about the event. Give them the info they need to learn more—your website address, a phone number, a link to buy tickets to the event right then and there—so that they feel your e-blast about the event was useful to them. When you do follow-up e-blasts about the event, be sure to include pertinent details that will make them feel they aren’t being tormented by your e-blasts but that, even if they have bought tickets already, your e-blast contains information that interests them.

Perhaps you have lined up the key speaker for the event—announce that for your e-blast while providing a “buy tickets” link for those who haven’t made their plans to come yet. If your event has an auction component—live or silent—send out a communication that lists some of the latest items that will be up for auction. Again, this entices those who haven’t bought tickets yet to join in and it provides new information for those who have bought tickets already to plan for and get excited about their evening.

Some of the vehicles for creating/sending enews and e-blasts are Constant Contact (www.constantcontact.com), MailChimp (https://mailchimp.com), GetResponse (www.getresponse.com), and Benchmark (www.benchmarkemail.com), to name but a few, with new players entering the scene all the time. Most all have a free entry-level version that imposes limitations such as number of photos, templates available, and number of contacts you can send to. Then they offer differing paid levels to increase flexibility and accessibility, with the most expensive usually involving them creating a custom design for you.

These upper levels are often not terribly expensive—and don’t underestimate the cost of the time it takes to create all this yourself. If you love doing it, though, go for it. But if you find this kind of thing supremely frustrating and/or you are super picky, the free and lower levels may just take way too much of your valuable time (or a staff member’s) as you fuss with trying to make something perfect that can’t be made the way you want it because of the limitations of the chosen template.

Press Releases

Press releases, also called news releases, should be just that—news. If you have a piece of news to send to the media, by all means do it. A new hire, an expansion of your organization, collaboration with another organization, relocation, significant donation, or accolades for a staff member or the organization in general are all news items. News sources love to get press releases via email; attachments are usually fine, and photos are typically welcome, but you should check the submission requirements on the website of each individual publication you plan to send to and submit accordingly.
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Keep an archive of your news releases on your website—it’s a great way for the casual browser to check out your organization’s activities.




 



Not everything is news, though. Event listings such as a public event you are creating are not news and should not be sent in a news release format. You can still email event listings, but you should find out who the person is on the staff of newspapers and magazines that handles event listings.

Also go online and plug your event into all the local event sites that are appropriate—there are lots of ways to get your information on the web and on social media.

Social Media

The rise of social media presents a fantastic opportunity for all small-business owners to meet and engage with targeted audiences full of thousands of potential customers. The cost of entry into this marketing channel is often only your time—however, don’t underestimate the cost of your time! If used correctly, participating in social media will help your business grow through powerful word-of-mouth campaigns.

To get started, there are a few things you should set up right away: a Facebook page, a Twitter account, and a YouTube channel. These social media accounts will become useful tools for you to interact with your audience.

Here are eight great tips on using social media to your advantage from Jason R. Rich, author of Start Your Own Blogging Business (Entrepreneur Press, 2010):

       1.    Before you start any social media outreach, define your target audience. How old are they? Do the people in your audience tend to be more female than male? Think about the kind of people you get your message in front of—then hang out online with them.

       2.    Once your target audiences are defined, locate them online. Search Facebook, YouTube, Twitter, Pinterest, LinkedIn, Instagram, and so forth for groups, organizations, channels, regions, or discussions that would contain the people you would like to know about your organization.

       3.    Use social media search and organizational tools to help you find your audiences. Some sites, like Facebook and YouTube, have great built-in search functions that will help you find your audience. To find your audience on Twitter, try using external sites like Twibes.com.

       4.    Once you’ve found your audience on these sites, join their groups and lists so that you can follow the ongoing conversations. Listen and learn the etiquette and major players. Spend a week or more just following along, without saying anything yourself.

       5.    Once you’re familiar with the etiquette and people involved, then and only then jump into the conversation when and where appropriate. Don’t hide who you are or the organization you represent. Become a regular voice in the conversation and offer your friendly expertise to others. Invite people back to your website and social media accounts to see what it is you do.

       6.    Once you’re a regular voice in the conversation, don’t be shy about doing a little promotion. Contests, giveaways, and raffles can be great tools for audience interaction and promotion of your organization. People will love the chance to play in your contest and will invite friends to join in the fun. But take it easy—a little promotion goes a long way. You don’t want to annoy people.

       7.    As your audience grows, stay creative. Invent new ways to engage your audience and encourage them to invite their friends. Avoid hard sales pitches—people don’t forward commercials to their friends. They forward value and information.

       8.    Finally, don’t try to do everything everywhere. Sometimes it seems there are as many social media platforms as there are websites. To try to maintain a presence on all of them is unsustainable. Focus on the top two or three that have proven to contain the largest number of people in your organization’s target audience.

Help!

If it looks like you might spend all your time keeping up with Facebook, e-blasts, Twitter tweets, and more, there are tools to help. Check out so-called “social media management” software such as Hootsuite, NimbleContact, or Friendly to help you manage all the social media tools you feel like you may benefit from using.
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The relative newcomer Pinterest caught up with Twitter by the end of 2012, with each having approximately 15 percent of U.S. internet users also using their social media, and Twitter having a slight edge over Pinterest, according to Pew Research Center.




 



Remember, social media provides you with the opportunity to meet your audience—not sell to your audience. People don’t join these social media networks to find marketers. They join and participate for friendly interaction and the value that that interaction adds to their day. Provide that friendly interaction in the right platforms, and you will see your audience grow.

Blogs

A blog, a shortened version of web log, is a web page of typically personal and short diary-like entries that focus on a specific topic. Nonprofit organizations can make great use of blogs, garnering followers who are eager to hear personal stories within the mission (yours!) they are interested in.

As for websites, there are blog templates, mostly free, available to make the blogging process simple—you sign up, create your blog, write your entries, and the template sets up an archive for you. Blogspot, WordPress, and Blogger are a few more popular blog platforms. Some website-creation services, like Weebly (which offers simple templates and web-design services for more complicated sites as well as hosting), offer blogging as an option with your website.
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Find an online-savvy writer who understands search engine optimization (SEO—the art and science of optimizing language for maximum exposure in online searches). The writer can write/edit your online content for all outlets using the right language to make sure that when people search a topic, your information comes up early in the list of results.




 



You don’t have to be a bestselling writer to write your own blog. But if writing really isn’t even a distant strong suit for you, find someone within your organization who is a good writer or consider hiring a professional freelance writer to help you with it. Create a draft in Word, email it to your colleague or writing professional, and trust them to make it zing—and probably edit the grammar and proofread it also. It’s worth the small fee that an hour or two a week (or however often you do your blog) will cost. You pay an accountant to make your numbers look right—why not pay a writer to make you sound just right to your target audience?

Try to include both pictures and perhaps links to sites with further information in your blog. Don’t make your blog a strong sell; this is your chance to be personal with your constituents. Provide real value—not marketing and promotion—in your blog.

And as with websites, no one will know you even have a blog unless you tell the world. Be sure to use phrases in your blog and mark keyword tags that help your blog appear when people search that word or phrase on search engines. For example, if you are blogging about a new seminar on good nutrition for teens, be sure to use the words nutrition and teens several times in the body of the blog.
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Blogs are essentially online journals or brief newsletters, sometimes with more than one author. You may find blogs useful for networking, brainstorming, or simply commiserating with other nonprofit organizations. These sites allow for a back-and-forth of ideas and frustrations. Check out Network for Good’s Nonprofit Fundraising Blog (www.networkforgood.com/nonprofitblog) to not only see what blogs are all about but to get some good information to help you with your nonprofit startup, and beyond.




 



You can link your blog to your Facebook and LinkedIn pages as well so your friends and acquaintances on those sites will know when you’ve published a new post on your blog. It appears with some initial teaser copy, enticing them to click the link.

Facebook

Facebook is geared toward communicating with your network of friends. These friends “Like” websites that they want to support or that they really do, in fact, like. You should create a Facebook page for your organization. It used to be that the Facebook community frowned on promoting with the Facebook platform, but those days are over. With ads on Facebook and sponsored posts (where you pay a fee to have your post made prominent), Facebook users are getting well accustomed to things being promoted through this popular social media platform.
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According to Pew Research Center, 67 percent of all internet users say they use at least one of the social media networks, Facebook being the most popular by a wide margin, with Twitter and Pinterest in very distant second place.




 



Postings to your Facebook timeline might include fun photos and anecdotes from a recent event you held. Or you might create a Facebook Event and post it to your entire list of friends, especially if many are local. Even if many aren’t local, your Facebook friends like to see what your organization is up to. But don’t forget that if you post pictures and name names, get permission from those in the photos or from anyone who is mentioned in an anecdote you want to tell. Just because Facebook is free does not mean it is okay to post things about other people without permission.

Check out the Facebook pages of organizations you’re interested in to see how they are using Facebook to their advantage. “Like” their organizational Facebook page so you will get their posts (and they may well like you back).

LinkedIn

LinkedIn is sort of the Facebook of the business world. The general advice is to make your LinkedIn page more formal than a Facebook page might be. This is not where you list events and post fun anecdotes and photos of events you’ve held. Here you’re all business—presenting your mission statement, your vision statement, and an outline of the good work that your organization is doing.

This is where you gain business contacts. It’s also where potential board members, large donors, and others will probably check out your organization. LinkedIn is very business-oriented and is a good place to “link up” with the connections of your connections.

Twitter

A Twitter account for your business may be best used as an extension of a blog. You can send quick messages of up to 140 characters, called a tweet, to your subscribers. Twitter is particularly useful if your organization has a big project or a capital campaign underway, or if you’re building a new facility and want to keep donors up-to-date on progress.
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Twitter—whose tweets can only be 140 characters or fewer—is a more casual and personal media outlet, like a blog (and is sometimes referred to as a microblog).






Instagram

Although it’s been around a while, Instagram, a photo-focused social media outlet self-described as a “fun and quirky way to share your life with friends through a series of photos,” is still not anywhere near as popular as Facebook, Twitter, LinkedIn, or Pinterest. Instagram is a website and is available as an app through Apple’s App Store and Google Play for free.

Take a picture, use one of Instagram’s filters to enhance your photo, and then post it on Instagram for your followers to view. Instagram photos can be shared to other social media sites as well, such as Facebook.

The benefits of the use of Instagram by most nonprofits are probably minimal at best at this early stage. An organization that does a lot of outdoor work and work in the field might find it useful for keeping followers engaged with the work of the organization. Organizations focused on visual and other artistic efforts (such as museums) may find more value in Instagram. As mentioned before, carefully consider adding to your social media needs, very slowly, until you have determined that the outlet has a specific benefit to your organization’s ability to accomplish its mission.

Tumblr

Owned by Yahoo!, Tumblr is a short-post, microblogging platform somewhere in between Twitter’s 140-character tweets and a regular blog. As with regular long-form blogs, you can create posts and schedule them to release over a period of time. As of early 2017, Tumblr claims more than 330 million blogs.

Clearly, if you aren’t on the blog bandwagon yet, it may be time since so many others are finding it useful.

More social media outlets are coming down the pike every week. The important thing to keep in mind is to use the ones that work best for your organization. Don’t let your organization get overwhelmed, and don’t feel like you have to be involved in all the social media sites. You exist to fulfill your mission, and it’s unlikely that your mission is to use as much social media as possible.

Social Media Strategy

So now you know about all these great social media platforms—and more are on the way almost every day. But as is the case with most nonprofit organizations, you are already seriously overwhelmed with more to do than can possibly be done in a day. How can you add something like keeping current on social media postings to your organization’s plate?

One way to keep up with all this social media activity, besides using one of the social media organizing tools mentioned earlier, is to divide the platforms among your staff—if you have staff yet. Take care of Twitter posts yourself, let your communications manager update the website, and have someone in your development department keep the Facebook page current. If your administrative assistant is a great writer, give him the task of doing a weekly blog. Keep everyone apprised of what everyone else is doing with their social media task with a list of topics, or add a social media update to your weekly staff meeting. It not only helps everyone figure out what to post this week, it also helps everyone work together so that your social media is a well-blended part of getting the work of your organization out there in cyberspace.
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Make sure to prominently list your events on your own website and feed them out in your other social media outlets while posting them on other websites where applicable.




 



If you don’t have staff, reach out to the board and to volunteers with writing skills who you trust to run everything by you before posting.

Social media has saturated almost all the world—yet is still young enough to be in a constant state of flux. Don’t try to do it all, but do pick a couple of outlets that work best for your organization.




CHAPTER 12

Achieving Sustainability and Growth

Your nonprofit is up and running. You have systems in place, programs are churning along. Where do you go from here?

Strategic Plan

A key tool for knowing the answer to that question is the strategic plan. You may have written one before you started your organization. If not, you’re in the right place now. And even if you did, you may want to revisit it sooner rather than later. Strategic plans, while not exactly dynamic, should be consistently updated. (See Appendix A for a sample strategic plan you may be able to use as a model.)

Time Frame

A logical time frame for a strategic plan for a small nonprofit is three years. Year one would contain a lot of detail about the organization’s plans for the immediate future. Years two and three need increasingly less detail. You might even add a couple of general comments at the end of a three-year strategic plan about years four and five.

As far as time frame for completion of the plan, as a startup, this is the first strategic plan you will create as an organization, so don’t rush it. If it takes six months or a year to create your strategic plan, that’s fine—take the time it needs for everyone to participate and buy into the plan.

Logistics

The board and executive director are the key drivers for the strategic plan. This is a great opportunity for a joint effort by the whole board.
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The “new normal” for strategic planning engages the staff and board in defining strategy, committing to measurable goals, approving strategic objectives as well as practical and realistic implementation plans, and, on an ongoing basis, revisiting the strategies as the organization’s internal and external environment changes.

—“Strategic and Business Planning for Nonprofits,” National Council of Nonprofits (www.councilofnonprofits.org)




 



Consider hiring a consultant to serve as an unbiased facilitator who can take the board through a constructive process. You may want to hold a session where you come up with the key goals for the organization for the next three years. You will likely come up with many more goals than you will want to include in your strategic plan; work your way back to a manageable number of goals.

At your next meeting, take each goal (you may want more than one meeting for this step, depending on how many goals you have) and brainstorm all the possible strategies for that goal to be met. You might want to talk about the resources needed to accomplish this goal at this stage or you may want to wait until you have this part of the document finalized before attaching numbers.

Next, break the plan down into a manageable multi-piece project by having each piece taken on by a board member to create the narrative for the goal for the plan, pulling in the brainstorming lists from the work sessions. The rest of the process can be done within the time frame of regular board meetings if you take one goal at a time. The executive director and board president or key board member of the goal can hammer out the details of the goal narrative before circulating it to the whole board in advance of the meeting in which it will be discussed and finalized.

Finally, once you have gone through all the goals this way, pull them all together into a great strategic plan document.

Getting It Done

Once you have the strategic plan for your organization, it is time to attach a work plan to each of the goals and the strategies you have recognized to accomplish them. Be realistic based on your organization’s ability and personnel that will enable you to get things done.

For each goal and each strategy, figure out what needs to be done to accomplish it. Do you need volunteers to help get it done? Where are the resources for this project coming from? Is a program attached to the goal that will bring in income specifically targeted to the goal?

Revisit

Once your strategic plan document is “finished,” don’t tuck it away and consider it done. A strategic plan is a working document that the board and director should be referring to regularly and becoming very familiar with. Decision-making in board meetings can be informed by what is in the strategic plan.
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You’ll come up with many more potential goals than is feasible to accomplish within the time frame of your strategic plan. Give it to someone outside the organization to read over and bring an outside perspective to help pare it down.




 



Your strategic plan should be included in the packet for every new board member. The board worked hard to create this document—use it as the guide it is intended to be.

Topics for Strategic Plan

Different types of nonprofit organizations will have different types of strategic plans, of course. This section talks about some ideas you may consider for yours.

Identity

Do you feel like your nonprofit could use a stronger profile in your target community? Nonprofits, like any business, can experience a surge of publicity at startup. The media by nature gravitates toward the new. Then people often move on and find the next new thing, leaving you to fade from memory.

One way to work on your identity is to think about what your organization’s identity actually is. Do you have a strong logo that is associated with your organization? Think the red cross symbol of the American Red Cross. Most drivers can recognize the logo of a car brand while driving down the road. Your identity doesn’t have to be represented just by a graphic branding mechanism like a logo. LiveStrong usurped the color yellow with its logo color and yellow wristbands. Brands are also strengthened using mascots—think of Geico’s gecko or Smokey Bear of the U.S. Forest Service.

You could try to up your brand identity yourself—but this is one area where it’s almost always best to leave it to the experts. There are graphic design firms out there that specialize in creating branding campaigns. Some will work for nonprofits at a substantially reduced rate or even pro bono.

Search for grant possibilities that would help with raising a nonprofit’s profile. For a modest amount of money, a brand identity campaign can bring substantial return for the investment. Consider whether this is a worthwhile thing to focus on in your strategic plan.

Physical Plant

If your organization owns a building, you may need to address the maintenance, renovation, restoration, or expansion of that building in your strategic plan. Buildings represent a large expenditure for an organization; they are also assets, and assets need to be protected and cared for.
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The “strategic” part of this planning process is the continual attention to current changes in the organization and its external environment, and how this affects the future of the organization.

—Free Management Library (http://ManagementHelp.org)




 



Though they require a lot of care and sometimes cause headaches, buildings also can represent incredible opportunities for sustainability. As owner, you can lease part of the building, expand to add retail space where you had none, renovate to create a classroom for giving workshops—the possibilities are only limited by your imagination and your ability to find the funding to accomplish that goal.

The upshot is, if you are going to own a building, why not look at it as not only an asset in and of itself, but as a key part of your future. Including a physical plant goal in your strategic plan will allow you to do just that.

Engagement

What goal might you list in your strategic plan that would ramp up the engagement in your organization? Think about other groups or interests that mesh with yours—and don’t be ashamed to fabricate an engagement opportunity. Do snowmobilers use the mountain biking trails you are trying to create? Can you mount an exhibit at your art museum that focuses on animals? Can you offer some cooking classes at your appliance museum and pull in the foodie crowd? If you are helping children avoid going hungry, is there a way to engage their moms that you haven’t thought of yet?

Your strategic plan might have a more general goal that states that you want to “engage two new categories of constituents.” Constantly finding new groups to be interested in your organization can be a huge foundation for future growth. These are the people who turn into members, event attendees, and general donors.

Finances

There are not many nonprofits that shouldn’t put “improving financial position” in their strategic plan. But your strategic plan should be more specific than that. What part of your finances needs the most improvement? Should your strategic plan goal focus on cash flow? Or donations? More specifically, does your annual fund need improvement? Perhaps the retail store is not performing as well as it might.

Finances will almost always make sense to be a part of the strategic plan. But narrow it down to what kind of finances, what kind of improvements, and you will have a more useful goal for your strategic planning process.

Hiring

Believe it or not, hiring can be a critical part of sustainability and growth. Not only is having more employees a sign of growth of some kind, but strategic hiring of employees will actually help your organization grow.

What key positions could your organization make use of to allow you to expand your programming to enable you to offer more in the accomplishment of your mission? Don’t forget that actual donations or fees aren’t the only way to make an employee worth their salary. Nonprofits should always be thinking about how to better accomplish their mission—which is what potential donors and grant funders want to see. Although they all want you to be doing things that bring in income to sustain your operation, funders and donors aren’t interested in how much money you make, but in how much you are able to advance your organizational mission.

Capital Campaign Time?

A capital campaign is another way to move your organization to the next level. Capital campaigns are often initiated for building projects. However, they can be used to create an endowment, an operating reserve, or toward a significant new programming initiative. Comprehensive capital campaigns can do all three at once.

Think through what your organization may need for a large monetary investment.

Case Statement

A capital campaign of any kind typically starts with a case statement—a collection of information that outlines why the organization is ready for this kind of investment and why what you plan to do with the money is needed at this time. That is, you make your case for support.
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Collect case statements from other organizations whenever you can. Keeping a sample collection of other organizations’ fundraising appeals and campaigns is a useful collection to have and refer to.




 



A case statement should include some history of your organization (which, for a startup, is understandably a little short). Information about the board, director, and founder’s history, experience, and anything related to their ability to accomplish the mission could offset historical information by including all this background in support of the organization’s capabilities.

The case statement should also include information about the project you are initiating the capital campaign for. Any valid, up-to-date statistics that support the need should be included. If there are appropriate images, include those. And be sure to explain how the campaign benefits the donor you are reaching out to.

Although you don’t want to look extravagant or spend a lot of money, your case statement materials should always look professional. This is a reflection on the professionalism of the organization, which reflects back on your ability to accomplish what you are setting out to do.

Growing Too Fast

One cautionary tale from the for-profit world is the problem with growing too fast. Growing to expand your services and widen the reach of your mission is admirable and something to work toward. But it’s important to do this within the organization’s ability to keep up.

If you are not prepared physically—in terms of office space, or the capacity of your soup kitchen, museum, or animal shelter—you could find yourself quickly overwhelmed and unable to provide the service you’ve been providing all along with proper quality.

Do you have the right person at the helm for significant growth? If not, can the person in place get the training that would make him or her the right person? Additional employees are often a necessity with growth, but they come with a lot of additional concerns beyond just extra salary expenses—office space, human resources needs, and compensation expectations beyond salary.

Growing is great, but think it through very carefully. If an opportunity arises to become exponentially larger, reach more constituents, and greatly expand your ability to accomplish your mission, be sure you are ready. Many a for-profit company went under because it “grew too fast.” Nonprofits can experience the same problem, perhaps even more easily.

Hopefully you’ve been inspired and excited by what you’ve read in this book. If you’ve been following along and absorbing the advice here, you should be ready to make a giant step into the next phase of your nonprofit’s life.




APPENDIX A

Sample Strategic Plan

The Appliance Museum Strategic Plan 2020–2023

Mission

To preserve and display one example of common kitchen household appliances for future generations.

Vision

That all generations appreciate the ingenuity, life-changing convenience, and design innovations represented by the common household appliance.

Background

The Appliance Museum was the brainchild of four New England women (see bios below) who realized that the household kitchen appliance, both large and small, was a game-changer for families during the early years of these inventions and throughout history have been reinvented and adapted to the changing culture of family life, manufacturing capabilities, and technological advances.

With this in mind, the four founders began collecting appliances. This collection is currently scattered around storage units in four different states. The founders have established nonprofit status for the museum and now have a site on which they are planning a facility that will allow appropriate display space and will have interpretive signage and changing exhibits. The organization has launched the silent stage of a capital campaign to construct the building.

Goal One

Finish Capital Campaign, $1,200,000 ($500,000 already raised) by end of 2020

              Strategy 1: Research and apply for grants that fund capital campaigns, goal $100,000.

              Strategy 2: Launch “Appliance Hall of Fame” name plaques, $500 each, sell 200, $100,000.

              Strategy 3: Mail mass appeal, raise $100,000.

              Strategy 4: Secure corporate donor(s), $200,000.

              Strategy 5: Personal cultivation of several donors with capacity: $200,000. Resources needed: $18,000 (15 percent of fundraising goal) for mailings, lunches, and case statement printing.

Goal Two

Build Museum Facility (by end of 2021)

              Strategy 1: Complete donated land transaction.

              Strategy 2: Design facility (currently underway with donated architectural work by board member).

              Strategy 3: Construct and furnish building, move artifacts.

Goal Three

Create a Marketing Plan (concurrent with building facility)

              Strategy 1: Create printed piece to mail about opening of museum.

              Strategy 2: Design and print rack cards for tourism racks throughout region.

              Strategy 3: Expand existing website to reflect opening of museum.

              Strategy 4: Create social media marketing plan.

Goal Four

Formulate a Strong Visitor Experience

              Strategy 1: Work with museum display expert to create a strong visitor experience with interactive exhibits.

              Strategy 2: Create exhibits specific to children to engage school field trips.

              Strategy 3: Secure grant to have introductory video created for greeting area.

              Strategy 4: Order inventory and open museum store.




APPENDIX B

Resources for Nonprofits

They say you can never be too rich or too thin. Although those points could be argued, it’s almost certainly true that you can never have too many resources. So, here are some resources for you to check into, check out, and harness for your own personal information blitz.

These sources are tidbits—ideas to get you started on your research. They are by no means the only sources out there, but they should help you on your way. Businesses tend to move, change, fold, and expand. There’s no way of avoiding it: Do your homework. Get out and start investigating.

Associations

Center for Nonprofit Learning

   Washington, DC

   (202) 469-6773

   http://nonprofit-learn.org

   This group’s mission is to provide training, knowledge, and resources to help nonprofits succeed, including mentoring, workshops, a job bank, consulting, and research.

Corporation for National & Community Service

   www.nationalservice.gov

   Covering AmeriCorps, SeniorCorps, and much else concerning volunteering in the United States. The site includes statistics about volunteering and information about current initiatives like Martin Luther King’s Day of Service.

National Council of Nonprofits

   1200 New York Avenue NW, Suite 700

   Washington, DC 20005

   (202) 962-0322

   www.councilofnonprofits.org

    This is the largest network of nonprofits in the United States. The organization serves as a champion for nonprofits, advocating at the state legislative level.

         Through their network of state associations, this is the largest network of nonprofits in the United States. The Council serves as a central coordinator and mobilizer to help nonprofits achieve greater collective impact in local communities across the country.

         You can find your state organization at its website, which lists the nonprofit associations in 45 states at www.councilofnonprofits.org/find-your-state-association.

Society for Nonprofits

   P.O. Box 510354

   Livonia, MI 48151

   www.snpo.org

   The Society for Nonprofits was formed in 1983. Membership includes access to their magazines Nonprofit World and GrantStation Insider, along with webinars, job postings, a library of articles, and more.

National Council of Nonprofits

Urban Institute

   2100 M Street NW

   Washington, DC 20037

   www.urban.org

   The Urban Institute “gathers data, conducts research, evaluates programs, offers technical assistance overseas, and educates Americans on social and economic issues—to foster sound public policy and effective government. The Urban Institute builds knowledge about the nation’s social and fiscal challenges, practicing open-minded, evidence-based research to diagnose problems and figure out which policies and programs work best, for whom, and how.” The brainchild of President Johnson, who saw a need for a nonpartisan group to analyze the problems that America’s urban areas faced, this is the place to go for analysis of public policy and programs and statistics on the nonprofit sector.

Books

The Future of Nonprofits: Innovate and Thrive in the Digital Age, Neff, David J., and Randal C. Moss, (John Wiley & Sons, 2011)

Nonprofit Management: Principles and Practice, 4th Edition, Worth, Michael J., (SAGE Publications, 2016)

The Nonprofit Almanac, 9th Edition, McKeever, Brice S., et al., (Urban Institute Press, 2016)

The Nonprofit Board Answer Book: A Practical Guide for Board Members and Chief Executives, 3rd Edition, BoardSource, Jossey-Bass, 2011)

The Nonprofit Outcomes Toolbox: A Complete Guide to Program Effectiveness, Performance Measurements, and Results, Penna, Robert M., Ph.D., (John Wiley & Sons, 2011)

Start Your Own Grant-Writing Business: Your Step-by-Step Guide to Success, 2nd Edition, Entrepreneur Press and Rich Mintzer, (Entrepreneur Press, 2013)

Starting & Building a Nonprofit: A Practical Guide, 6th Edition, Pakroo, Peri H., J.D., (Nolo Press, 2015)

The Ultimate Board Member’s Book: A 1-Hour Guide to Understanding and Fulfilling Your Role and Responsibilities, Grace, Kay Sprinkel, (Emerson & Church Publishers, 2013)

Magazines

The Chronicle of Philanthropy

   www.philanthropy.com

   This magazine contains everything you want to know about philanthropy, and a lot you wouldn’t even think to ask. It even has cartoons!

Grassroots Fundraising Journal

   www.grassrootsfundraising.org

   Recently celebrating its 35th anniversary, this magazine aims to “provide affordable, relevant, and practical tips, tools, and resources for success.” It doesn’t ignore the concerns of small nonprofits either.

Nonprofit Quarterly

   https://nonprofitquarterly.org

   NQ is an “independent nonprofit news organization that has been serving nonprofit leaders, charitable foundations, educators, independent activists, and others involved in the civil sector for more than 15 years.”

The Nonprofit Times

   www.thenonprofittimes.com

   Billed as “the leading business publication for nonprofit management.”

Websites

Achieve (www.achieveagency.com). Design and creative services to help build audience engagement for nonprofit causes.

BoardSource (https://boardsource.org). Provides resources to “inspire and support excellence in nonprofit governance and board and staff leadership.”

Council on Foundations (www.cof.org). Provides links to other sites such as government grant sources and private sector foundations.

Fundraising Coach (http://fundraisingcoach.com). Expert nonprofit fundraising training, seminars, and webinars.

Nonprofit Finance Fund (www.nonprofitfinancefund.org). Financial advisory services.

Nolo.com (www.nolo.com). Legal advice for for-profits, nonprofits, and individuals.




Glossary

Here are some terms you will encounter as you become involved in the nonprofit world. Some of the words are jargon, and some are common words that are used in unique ways in the nonprofit arena.

Acknowledgment: The follow-up thank-you letter sent after a donation is made to the organization is known as an acknowledgment, acknowledging the gift in a way that can be used by the donor in reporting to the IRS.

Capacity: A common term in nonprofits that can refer to two things: 1) How much a potential donor is capable of giving based on a calculation using knowledge of income, assets, and other anecdotal knowledge, and 2) The number of constituents an organization can serve. Capacity building refers to doing things that allow the organization to serve more constituents. Constituents can be members or visitors to a museum or number of people you can serve at a soup kitchen.

Capital campaign: When an organization needs a large amount of money for a specific reason, they can launch a capital campaign—essentially a specific campaign to raise money. A capital campaign may be launched to construct a building, raise money to create an endowment, renovate an existing building, or create a major program. A comprehensive capital campaign may be launched to fund several of these things.

Database: Database in the nonprofit world is typically specific to donors. Although these databases keep track of donations and can compile financial listings, they are designed to focus on donors, not numbers. Donor records can link to relationships with other records in your database, keep track of spouses and children, assign a steward to the donor, and note any contact that has been had with the donor.

Development: Where development in the for-profit world often refers to “building up”—that is, new business development—the term development in a nonprofit organization means fundraising (a different kind of “building up”). The development office runs the logistics of the fundraising efforts that the organization makes. This is one of those terms that holds little meaning for those outside the industry and when used with the general public often needs explanation.

Donation: Donations are the gifts of cash, goods, or services given to a nonprofit organization for which nothing has been given in return. Donations are typically tax deductible. Donations that come with a gift (like a mug for your $60 donation) are only tax deductible minus the value of the gift.

Donor: Anyone who donates to your organization either money or services or goods. Donors can be broken down into individuals, corporate or business, and foundations (grant funders).

Earned income: Income from things like purchases of ball caps with the organization’s name on them, items in a gift store, or fees for workshops or classes.

Engage: When people are encouraged to donate to an organization and participate in the activities of the organization, it is commonly referred to as engagement. Engagement can be as a volunteer, donor, or just someone who signs up and comes to one of your workshops or programs. Engaging people in your organization in any way is often the first step in their becoming long-term members, donors, and/or volunteers. Engagement is a way for them to learn about and appreciate what your organization does.

Foundation: A financial entity established to hold an investment that is designed so that a certain portion of the investment’s income—and sometimes a portion of the investment itself—is given away each year to charitable organizations within the interest areas of the foundation’s founder(s). Directories are available, both on and offline, that keep track of foundations, how to contact them, what they fund, their guidelines, and their deadlines for applications.

Gift pyramid: For any defined campaign to raise money, a gift pyramid is created. The top of the pyramid represents the largest donors, which will also be the fewest donors. The donor pool increases in size and decreases in per-donor gift until your total goal is represented. For example, a gift pyramid for a $100,000 goal might show one $25,000 donor at the peak, two $10,000 donors in the next layer, four $5,000 donors in the next layer, six $2,500 donors, ten $1,000 donors, and at the last layer, 40 donors of varying amounts under $1,000. The pyramid gives a framework within which to place your donors as you find and get them.

Grant: An amount of money typically allocated through an application process that is awarded to the applicants that the grant funder’s governing board deems worthy of funding at that moment in time. Grants range from a few hundred dollars to hundreds of thousands of dollars.

Impact: What your organization is doing to help the constituents served by your mission. An animal shelter may have an impact on reducing animal cruelty in their area of service; the avenue to that impact may be through humane education classes in the school systems and the impact statistics may be calculated by working with local law enforcement to track the reduction in cruelty cases in a certain area since your program began. Impact statistics are helpful in writing grant applications and backing up the value of your service.

In-kind donation: Donation of goods or services that you need. If you are building a new soup kitchen, the local construction company might donate their services by laying the foundation. If the concrete company donates the concrete used in the foundation, that would be a donation of goods. These donations are tax deductible like any other. Estimated value of in-kind donations should be privately recorded in your database and your bookkeeping software since they represent value to the organization (but leave the actual value up to the donor).

Member: Many nonprofit organizations offer membership. For a few dollars, a person becomes a member. Some organizations have an active membership with an annual meeting and the membership even approves of new members of the board of directors. Some organizations offer membership that is not active but members receive benefits such as discounted prices on items in your retail store, entry to your museum, or discounted fees for workshops. Donor databases keep track of membership and help organize renewal mailings.

Moves management: This is a very nonprofit-specific term that refers to the actions taken to move a donor up the ladder of donation. For example, someone may first encounter your organization by attending an event you put on. A few months later, they may respond to an appeal you send at the holidays. A few months after that, they may become an individual member and perhaps move their membership level up over the next couple years. Ultimately, they may become a sustaining donor, making a monthly donation deducted directly from their credit card or checking account. A few years into their engagement with your organization, they may donate a large sum to a major campaign with their final move being a donation from having named you as a beneficiary of their estate.

Nonprofit: Organization that, in return for tax-free status, serves a community. Myriad types of service exist, from helping low-income families, providing shelter for women suffering from abuse, providing hot meals for seniors, preserving historical resources, housing an art collection—the list is endless. Religious nonprofits make up a large percentage of the nonprofits in the United States—they are unique in and of themselves and are not covered specifically in this book.

Philanthropy: Merriam-Webster defines philanthropy as “goodwill to fellow members of the human race, especially an active effort to promote human welfare.” People who are frequent or large donors to charitable causes are called philanthropic.

Proposal: Typically refers to a grant proposal. This is an application written to a grant funder outlining a specific purpose for requesting funding and making a case for the project and for the validity and capability of the organization making the request.

Prospect: Person who has been targeted as being a potential donor to the organization. A qualified prospect is one whose background shows that they have both an inclination toward charitable giving (demonstrated by evidence they have given to nonprofit organizations in the past) and the financial capacity to give.

Volunteer: Anyone who donates time to your organization. Volunteers can help at an event, help in the office, or spend time helping with programs. The board of directors are all volunteers.

Webinar: An online presentation of information. Webinars are a great way to learn about specific aspects of running a nonprofit organization that can be done on your own time schedule, often for free or at least very inexpensively. Webinars abound in topics like fundraising, board work, and managing volunteers.
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ON YOUR MARK . . .

Why did you pick up this book? Perhaps you know you want to be an entrepreneur and take charge of your own life. You’ve already got a great idea for a business you’re sure will be a hit. Or perhaps you think, somewhere in the back of your mind, that maybe you might like to start your own business but you’re not sure what venture to start, what entrepreneurship is really like, and whether it’s for you.

Whichever of these categories you fall into, you’ve come to the right place. In Part 1, “Think,” we’ll show you what it means to be an entrepreneur. Use our personal goals and objectives worksheet to decide if entrepreneurship is right for you. Don’t have a business idea, or not sure if your idea will fly? You’ll learn the secrets to spotting trends before they happen and for coming up with dozens of surefire business ideas. We’ll also discuss various ways of going into business, including part- and full-time entrepreneurship. Finally, we’ll show you the different options for startup, such as starting from scratch, purchasing an existing business, or buying into a franchise or business opportunity system.

Planning is key to every thriving business. In Part 2, “Plan,” you’ll learn just what you need to do to lay the groundwork for success. Find out how to pinpoint your target market, plus dozens of ways to do market research—from hiring experts to money-saving do-it-yourself tips. Since the name you choose can make or break your business, we share plenty of techniques for coming up with the perfect moniker—one that will attract customers to your company in droves. And don’t forget the nuts-and-bolts necessities like choosing a legal structure—corporation, partnership, sole proprietorship and more. You’ll discover all the information you need to guide you through these often confusing steps to startup.

A business plan is your road map to success, guiding the growth of your business at every stage along the way. We’ll show you how to craft a business plan that puts you on the fast track. Finally, find out why you need professional advisors to help you through your startup, and learn how to select an accountant and an attorney who can help you make money—without costing you a bundle.

Speaking of money, every entrepreneur knows that adequate startup capital is essential to success. But just where do you find that crucial cash? In Part 3, “Fund,” we give you the inside scoop on getting the money you need. Discover dozens of sources of capital. We show you secrets to financing your business yourself, how to tap into the most common source of startup financing (family and friends), plus places you may never have thought of to look for money. We’ll also introduce you to the idea of turning to the crowd for funding.

Do you stand a chance of getting venture capital or attracting private investors? You’ll find out in this section. And if you’re looking for a loan, look no further for the secrets to finding the right bank. We explain what bankers look for when evaluating a loan application—and how to make sure yours makes the grade. Seeking money from Uncle Sam? You’ll learn all the details about dozens of loan programs from the government, including special assistance for women and minority entrepreneurs. Whatever your needs, you’re sure to find a financing source that’s right for you.

As they say, “there’s no time like the present,” so grab a cup of coffee, get comfortable, and let’s start creating your business!




PART 1

THINK

CHAPTER 1      Introduction

CHAPTER 2      Taking the Plunge

                         Get Ready to Be an Entrepreneur

CHAPTER 3      Good Idea!

                         How To Get an Idea for Your Business

CHAPTER 4      Good Timing

                         Should You Launch Your Business Part or Full Time?

CHAPTER 5      Build It or Buy It?

                         Starting a Business vs. Buying One




CHAPTER 1

Introduction

With the purchase of this book, you’ve taken your first step on the road to entrepreneurship. It’s not a step to be taken lightly, which is why buying this book may be the smartest thing you’ll ever do for your business.

Start Your Own Business can have a major impact on your life. We meet people all the time who tell us how this book or Entrepreneur magazine changed their lives—and few are sorry they took the leap into business ownership. Whether or not they have succeeded, almost no one regrets the journey.

Start Your Own Business is designed as a road map to help you plan a course for your own journey to business ownership. We’re here to show you the best routes to take, help you avoid the potholes and road closures, and navigate the curves and detours.

Some will tell you that the journey you’re about to take is a hazardous one—but not with us at your side! Start Your Own Business prepares you every step of the way. We’re here to instruct and encourage you, to show you new ways to do things and remind you of the tried and true. You wouldn’t go on an adventure without the proper gear. Think of Start Your Own Business as part of your entrepreneurship gear kit. Refer to it every step of the way, starting with how to get an idea for a business to finally opening the doors to your new venture. Along the way, we provide lots of forms, worksheets, and checklists you can actually use in your business to make sure you’re on the right track.

Since business ideas, trends, and strategies constantly change, we strive to keep Start Your Own Business up-to-date. For the sixth edition, we’ve updated and revised (or expanded) every chapter and added a lot of new ones, too. In fact, Part 7, “Engage,” is updated with new sections on social media campaigns and on building an incredible web presence that will get your idea noticed.

We start by showing you how to get visitors to your website, keep them there, and make sure they return for more. Next, we move on to social media marketing and networking. If you haven’t jumped on the social media bandwagon yet, your business can’t afford to be left behind. We show you how to use social tools to network with potential customers, and connect and engage with your audience, because in today’s marketing landscape, that’s how brands are built.

We also have added chapters on running your business virtually, using the latest smartphone and tablet and computer technology to connect seamlessly, and on funding options that were never before available, such as crowdfunding platforms.

Many business resources and tip boxes (see examples on the next page) are also all updated for the sixth edition.

Finally, there’s an appendix that’s chock full of resources with contact information. We list business associations, federal agencies, books, magazines, and other publications in areas ranging from advertising and marketing to accounting and taxes. We even provide internet resources and equipment manufacturers.
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Here you will find helpful information or ideas you may not have thought of before.
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This box gives you ideas on how to do something better or more efficiently, or simply how to work smarter.
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Heed the warnings in this box to avoid common mistakes and pitfalls.
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This box points you to the treasures of the internet for more information.
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Look for this box to provide valuable tips on ways you can save money during startup.




 



Starting your own business isn’t as frightening or risky as some would have you believe. But it’s a journey that shouldn’t be taken alone—and that’s why you bought Start Your Own Business. We’re glad you’ve chosen us to take this exciting journey with you—you’ll be a smarter traveler for it. Let the journey begin.




CHAPTER 2

Taking the Plunge

Get Ready to Be an Entrepreneur

Before they get started, some people worry if they have what it takes to be an entrepreneur. If this is you, stop worrying. We firmly believe anyone with the desire and the initiative can be an entrepreneur. And since you purchased this book, it’s likely you have both the desire and the initiative.

But just because you can be an entrepreneur doesn’t mean that now is the right time to take the plunge. This chapter will help you determine if you’re ready for entrepreneurship right now or if you should hold off for a bit.

The Entrepreneurial Personality

Every year, hundreds of thousands of people start their own businesses. But while most succeed (yes, that’s the truth!), many do fail. Why? One of the common causes of startup failure is lack of preparation.
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If you have a family, make sure they understand the emotional and financial sacrifices business success requires. When your family doesn’t support your business—if they’re always saying, “Can’t you leave that alone and come to dinner?”—it’s going to be tough to make your business work. If your family isn’t ready for you to become an entrepreneur, this may not be the right time to do it.




 



People come to the entrepreneurial path from different directions. Increasingly, some start fresh out of college or after a stint at home raising their kids or simply because the idea of actually retiring is abhorrent to them. Most, though, come to entrepreneurship straight out of the work force. And many of them dabble in their would-be business before they take the plunge completely, testing ideas on the side, while maintaining a day job. Quitting a full-time job to start a business isn’t something to be taken lightly. You should be sure now is the right time to get started. First, you need to ask yourself some questions: Do I have enough money? If you have a family, are they ready for this? Is there a need for a product or service like mine? Parts 1, 2, and 3 of this book will help you answer those questions.

Full Steam Ahead

Many successful entrepreneurs say a sense of urgency that made starting their businesses not just a desire but a necessity was their driving force. One entrepreneur’s advice: “You’ll know the time is right when you can honestly say ‘I’ll put my house, jewelry, and other personal collateral on the line to attain the startup money I need for the long-term rewards I deserve.’” We’re not recommending you put up your home (though more than a few entrepreneurs started that way). But that willingness to risk everything likely means you’re ready to start now.

What motivates potential entrepreneurs to stop daydreaming about business ownership and actually do something about it? While many people think one single incident—such as getting fired or being passed over for a promotion—is the impetus for becoming your own boss, most experts agree it’s usually a series of frustrations that leads to entrepreneurship.

A fundamental desire to control their own destinies ranks very high on most entrepreneurs’ lists of reasons for starting their own businesses. This need is so strong that entrepreneurs will risk family, future, and careers to be their own boss. Unable to feel truly fulfilled working for someone else, these individuals cannot be happy following someone else’s plan or taking orders from a boss. They’re often convinced that they have a better way, or an idea that would really revolutionize their industry—or at least their little corner of it—and working within a corporate structure is simply stifling that improvement.

But opportunity comes in many guises. It might be when potential customers start calling you, or perhaps a business in your area is failing and you know you can make it work. Or maybe you feel as if you’re underemployed (working below your potential salary or your skill level) or not putting your skills and talents to their best use. Perhaps there’s a need for the product or service you want to provide. Or you’ve simply figured out a better or a new way to do something.
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Need inspiration? Check out Ted.com/talks for inspirational talks on almost any topic, all advice and messages you can use to empower yourself to live the life you desire. While the site’s subject matter covers everything from fitness to raising kids, its target audience is anybody with an entrepreneurial spirit. Speakers of all kinds—including many entrepreneurs—offer new ideas, inspiring thoughts, and powerful motivation.




 



Reality Check

Once you’ve made the decision to break away, there are several things you should do before taking the next step. Conducting thorough market research is a must. Make sure you have enough cash—not only for the business, but to sustain your life—and discuss the decision with your family. (You’ll find out more about all these steps in Parts 1, 2, and 3 of this book.)

Remember, the rewards of small-business ownership are not instantaneous. You must be determined, patient, persistent, and willing to make sacrifices to ensure those rewards eventually do come.

You’ll need to prepare for the responsibilities that come with business ownership. When things go wrong, the buck stops with you. You won’t have the luxury of going home at 5 o’clock while the boss stays all night to fix a chaotic situation. Someone whose only desire is to get rich quick probably won’t last long owning his or her own business.

Through surveys and research, we know that successful entrepreneurs share some common personality traits, the most important of which is confidence. They possess confidence not only in themselves but also in their ability to sell their ideas, set up a business, and trust their intuition along the way. Small business is fiercely competitive, and it’s the business owners with confidence who survive.

Your Strengths and Weaknesses

It’s rare that one person possesses all the qualities needed to be successful in business. Everyone has strong suits and weak points. What’s important is to understand your strengths and weaknesses. To do this, you need to evaluate the major achievements in your personal and professional life and the skills you used to accomplish them. The following steps can help:

       1.    Create a personal resume. Compose a resume that lists your professional and personal experiences as well as your expertise. For each job, describe the duties you were responsible for and the degree of your success. Include professional skills, educational background, hobbies, and accomplishments that required expertise or special knowledge.

                  When complete, this resume will give you a better idea of the kind of business that best suits your interests and experience.

       2.    Analyze your personal attributes. Are you friendly and self-motivated? Are you a hard worker? Do you have common sense? Are you well-organized? Evaluating your personal attributes reveals your likes and dislikes as well as strengths and weaknesses. If you don’t feel comfortable around other people, then a business that requires a lot of customer interaction might not be right for you. Or you may want to hire a “people person” to handle customer service.

       3.    Analyze your professional attributes. Small-business owners wear many different hats, but that doesn’t mean you have to be a jack-of-all-trades. Just be aware of the areas where you’re competent and the areas where you need help, such as sales, marketing, advertising, and administration. Next to each function, record your competency level—excellent, good, fair, or poor.
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There are more than 8,000 groups with nearly 2.4 million members worldwide dedicated to entrepreneurs on Meetup.com at entrepreneur.meetup.com. Find one that suits you and you can “meet up” with individuals or for entrepreneurial events, networking, support, and even socializing.







 




 >> From the Horse’s Mouth

       One of the best ways to determine if now is the best time to start a business is to meet with other entrepreneurs and see what they do and how they do it. Looking at their life and talking about entrepreneurship can help you figure out if you’re ready.

       Often when you talk to someone who’s done it, they’ll tell you all the negative things about owning a business, like the time they had to work a 24-hour day or when the power went out right as they were trying to meet a huge deadline. But those are the things you need to hear about before you get started.

       In addition to meeting with successful entrepreneurs, you might want to talk to a few who weren’t so successful. Find out what went wrong with their ventures so you can avoid these problems.

       Many potential business owners find it useful to attend entrepreneurial seminars or classes. You can often find such courses at community colleges, continuing education programs near you, or online. Others seek assistance from consulting firms that specialize in helping small businesses get off the ground. There are associations and organizations, both private and public (like SCORE or the Small Business Development Centers) that are eager to assist you. Don’t hesitate to ask for assistance. These people want to help you succeed.





Go for the Goal

In addition to evaluating your strengths and weaknesses, it’s important to define your business goals. For some people, the goal is the freedom to do what they want when they want, without anyone telling them otherwise. For others, the goal is financial security.
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Once you understand your strengths and weaknesses, there are three ways to deal with them: You can either improve in the areas where you are weak (by taking a class in bookkeeping, for example), hire an employee to handle these aspects of the business (for instance, hiring a bookkeeper), or outsource the tasks (such as contracting an outside company to do your bookkeeping). Outsourcing small tasks and one-off assignments to experts at reasonable rates has become much simpler with formal work-for-hire freelancer websites like Odesk.com.




 



Setting goals is an integral part of choosing the business that’s right for you. After all, if your business doesn’t meet your personal goals, you probably won’t be happy waking up each morning and trying to make the business a success. Sooner or later, you’ll stop putting forth the effort needed to make the concept work. When setting goals, aim for the following qualities:

       [image: ][image: ]  Specificity. You have a better chance of achieving a goal if it is specific. “Raising capital” isn’t a specific goal; “raising $10,000 by July 1” is.

       [image: ][image: ]  Optimism. Be positive when you set your goals. “Being able to pay the bills” isn’t exactly an inspirational goal. “Achieving financial security” phrases your goal in a more positive manner, thus firing up your energy to attain it.

       [image: ][image: ]  Realism. If you set a goal to earn $100,000 a month when you’ve never earned that much in a year, that goal is unrealistic. Begin with small steps, such as increasing your monthly income by 25 percent. Once your first goal is met, you can reach for larger ones.

       [image: ][image: ]  Short and long term. Short-term goals are attainable in a period of weeks to a year. Long-term goals can be for five, ten, or even 20 years; they should be substantially greater than short-term goals but should still be realistic.

There are several factors to consider when setting goals:

       [image: ][image: ]  Income. Many entrepreneurs go into business to achieve financial security. Consider how much money you want to make during your first year of operation and each year thereafter, up to five years.

       [image: ][image: ]  Lifestyle. This includes areas such as travel, hours of work, investment of personal assets, and geographic location. Are you willing to travel extensively or to move? How many hours are you willing to work? Which assets are you willing to risk?

       [image: ][image: ]  Type of work. When setting goals for type of work, you need to determine whether you like working outdoors, in an office, with computers, on the phone, with lots of people, with children, and so on.

       [image: ][image: ]  Ego gratification. Face it: Many people go into business to satisfy their egos. Owning a business can be very ego-gratifying, especially if you’re in a business that’s considered glamorous or exciting. You need to decide how important ego gratification is to you and what business best fills that need.


 




e-fyi


[image: ]




[image: ]



The Online Women’s Business Center has a lot to offer women—and men, too—from answering questions about financing businesses or becoming an international company to finding a mentor. Check it out at www.onlinewbc.gov, which is part of sba.gov.




 



The most important rule of self-evaluation and goal-setting is honesty. Going into business with your eyes wide open about your strengths and weaknesses, your likes and dislikes, and your ultimate goals lets you confront the decisions you’ll face with greater confidence and a greater chance of success.
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Figure 2.1. Personal Goals and Objectives Worksheet
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Checklist for Starting a Nonprofit
Identify a need.
Research other nonprofits to see if that need is being filled.
Research how your nonprofit could fill that need.
Decide on a name—make sure it is available through your state’s Secretary of State office.
Write a mission statement.
Line up a board of directors according to the laws in your state.
File articles of incorporation with the appropriate office in your state.
Create bylaws.
Apply for EIN through IRS.

File for 501(c)(3) tax-exempt status using IRS Form 1023: Recognition of Exempt Status
Under Section 501(c)(3) of the Internal Revenue Code.

File for tax-exempt status in your state, if applicable.
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Checklist to Get People Clicking

There’s no point to having a website if you don't do everything you can to get people to click on
it. Here are some tips for attracting visitors, and possibly donors, members, or volunteers, to your
website:

U Tell all your friends and family and ask them to tell all their friends and family.
O Do the appropriate search engine registration (some web services will do this for you).

U Every printed and online piece you send to anyone should have your website URL listed
prominently.

1 Suggest that visitors bookmark your site.

U Trade web advertising with other websites.

U Create contests with giveaways that drive people to your site.

O Change your website content regularly to keep people coming back to see what's new.
U Join online discussion groups.

1 If you do public speaking, always mention your site.

O Write an“expert” column for newspapers and make sure to mention your website.

U Write a blog. If you get quoted and/or linked, you may get more visitors coming to your
site that way.

U Consider doing a podcast on your area of expertise, and mention your website in the
title or at the beginning of your podcast.

O Connect your website to social media links (see Chapter 11 for other ideas).

These are just a few of a long list of ideas for getting people to come to your website in the
first place, keeping them coming back, and encouraging them to tell everyone they know.
Click around to websites in organizations similar to yours or in any category that interests you,
see what catches your eye, and get other creative ideas to drive people to your site.
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in business worldwide. As the leading small business website, Entrepreneur.com
serves its visitors’ needs by creating the most satisfying experience with relevant
content, logical information management and ease of access.

B Visit Entrepreneur.com
http://www.entrepreneur.com/

" Entrepreneur

NEWSLETTERS
http://newsletters.entrepreneur.com/

Sign Up for the Latest in:

B Tech Tactics B Growth & Leadership  H Young Entrepreneur
B Franchise News B Money & Finance H Infographic

B Starting a Business  H Best of Week HA Richard Branson

B Sales & Marketing B Social Media
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TEXAS LAND CONSERVANCY

We save the iconic landscapes of Texas

for future generations.
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O Typewriter

U Fax machine

O Software

U Phone system

U Cell/smartphone

U Answering machine or voice mail
U Uninterruptible power supply
O Surge protector

U Calculator/adding machine
U Copier

U Desk

1 Desk chair

Q Printer stand

3 File cabinet(s)

) Bookcase

U Computer/copier paper

) Business cards

U Letterhead-quality paper
0 Matching envelopes

1 Address stamp or stickers
U Extra printer cartridge

1 Extra fax cartridge

U Mouse pad

O Miscellaneous office supplies

Total Office Equipment and Furniture Expenditures
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5. My financial condition as of today is:

6. |feel the next thing | must do about my business is:

7. The most important part of my business is (or will be):

8. The area of my business | really excel in is:
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Get Entrepreneur Magazine
to help grow your business

Don’t miss out on must-have tips, techniques, trends and
strategies that business owners need to help build and grow
their businesses. Learn what other smart business owners know.
Subscribe to Entrepreneur!

Click on the link below to Click on the link below to
subscribe to the print edition: subscribe to the digital editions:

https:/subscription.entrepreneur.com/serviet/ hitp://www.entrepreneur.com/page/217251
OrdersGateway?cds_mag_code=ENT&cds_page_
id=55992&cds response_key=110PBEPDI

or call 1-800-274-6229

Our 35th annual Franchise 500°

Entr ,A

Gray matters

How to pick someone’s
brain (featuring
alternative terms)
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Sample Budget
The Appliance Museum FY 20XX

Income
Grants $25,000
Grants $25,000
Admission fees $25,000
Workshop fees $ 5,000
Retail store $35,000
Earned income $65,000
Direct-mail appeals $12,000
Memberships $ 6,000
Appliance day event $ 8,000
Sponsorships $ 5,000
Online donations $2,000
Fundraising $33,000
Total Income $123,000
Expenses
Payroll related $ 6,000
Insurance $ 5,000
Staff salary $64,500
Fundraising expenses $ 4,500
Marketing, printing $ 8,000
Admin costs $ 6,000
Professional fees, misc. $ 4,000
Facilities $25,000
Total Expenses $123,000
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Equipment Checklist

Use the following checklist as a shopping guide to get your workspace and store (if you have
a retail operation) set up. Each item listed is not necessarily required before you start, but if
you don't buy them now, you'll want to have them eventually. Much of this is available used;
look for stores going out of business that are selling their fixtures as a great way to pick up
some bargains for retail-specific display units.
Store Equipment/Fixtures (for Retail Operations)

O Special displays and related hardware

O Display shelving

O Cash register

O Counter

0 Marking guns

1 Floor gondolas

1 Pegboard (5 to 10 panels)

1 Hooks

[ Showcases (1 or 2)

1 wall gondolas (5 to 10)

Packaging/Shipping Equipment
1 Hand truck
1 High-speed tape dispenser
Q Carton stapler
1 Electronic scale

U Paper shredder

Office Furniture, Equipment, and Supplies
1 Computer system (including printer)

0 Tablet
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SIXTH EDITION
Entrepreneur

BUSINESS WEEK BESTSELLER OVER 300,000 COPIES SOLD

START
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Personal Goals and Objectives Worksheet

Setting goals not only gives you an ongoing road map for success, but it
shows you the best alternatives should you need or desire a change along the
way. You should review your goals on a regular basis. Many do this daily as
it helps them assess their progress and gives them the ability to make faster
and more informed decisions. Take a few minutes to fill out the following
worksheet. You'll find this very helpful in setting and resetting your goals.

1. The most important reason for being in business for myself is:

2. What | like best about being in business for myself is:

3. Within five years | would like my business to be:

4. When | look back over the past five years of my career | feel:
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