
�

VISIT THE AASLH BOOK STORE AT ������������	 FOR MORE RESOURCES JUST LIKE THIS! 

�

�

�

���������	�
�
�
����
���	��
��������
�

�

����	
�����	
����
���	���������	����������	
���	���������������������	��	������ �!�����
�������������"������	�#�������������$���������������%
	&�����	���������"	
����	�����������
������	�
��""	
����	�����
��"��������	
���""����&� �!	�����
$��������������������"�����	""�
�
��
��������%%
	�������	���%
	&���	�
�	&�
����%����"	
�����
����"����������%���"����������	�
��&��	%��%���"���%�
���	"��	�
�%��� �

!���'(�)�*���
����+
����*�%%	
�,�-""����&��.��������/�.
�%�
���	��0123(4�
!��1�'�)������������	�
�����	
������
����
���	�,�*�������+	����012354�
!��(��)�*�����������	
�,�6�.
��������.
���
�	��7������.
	�������&��	%����������������������������������
����������012224�
!��(�2�)�����
�������"	
�����*�����7������0(���4�
!��((8�)�.�������+�&����0(��84�

��������	
��� 
����
���������������
�������������
�	
�	��
��������������	���� ���������������
�	�

������
��������������
������
�	������ 
�
��� ������������������������ ��� !��!����
� "��

�

�

�

PDF Created with deskPDF PDF Writer - Trial :: http://www.docudesk.com

http://www.docudesk.com










































BY SANDRA L. HARRIS & SANDRA M. NARVA

s financial support for arts and humanities dwindles, museums and historical societies turn 

to innovative ways of increasing revenue and preserving their bottom line. Almost all have incorporated some

sort of product sales in their fundraising efforts. Whether we discuss a small store run by one volunteer or 

large operations with multiple locations, the basic concepts are the same. This leaflet will serve as a guide for 

establishing or evaluating proprietary product development and licensing for historical institutions.

HISTORYNEWS TECHNICAL
LEAFLET
A PUBLICATION OF THE 
AMERICAN ASSOCIATION 
FOR STATE AND LOCAL HISTORY

Selling History:
A Practical Primer
on Museum
Product
Development 
and Licensing
This technical leaflet is based on a presentation
of the same title that was given at the 1998
AASLH Annual Meeting by the authors.
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KNOW THYSELF

Before plunging in, take time to do a self-study to

determine your museum or historical society’s identi-

ty, or, in marketing terms, a brand. This means latch-

ing on to what makes your organization tick, what

makes it unique and special. A brand is how you want

to be identified and positioned in the marketplace and,

consequently, recognized by the public. To uncover

your brand, it is helpful to analyze your collections

and mission, as well your museum’s long-range plan,

exhibition schedule, and public programming. Are

there specific collections for

which you are known or warrant

increased public awareness? For

example, if you represent a local

history museum with a wonder-

fully rich collection of regional

samplers and quilts, it is most

appropriate to focus upon these

collections. 

Next, step back and look at how

the public perceives your institu-

tion and what they come to see. Is

it your gardens rather than your

collections? If you don’t have cur-

rent information, undertake a visi-

tor study. The results of what your

brand is, or should be, may sur-

prise you. Product development or licensing may not

single-handedly establish the brand that you aspire to,

but in conjunction with other programs, publications,

and exhibitions the product will help solidify the broad-

er recognition of your identity.

Once you have a brand in mind, familiarize yourself

with diverse product markets. Subscribe to and read

trade publications about trends in different consumer

product industries. Speak with local retailers and buy-

ers for national chains about what sells and who are the

best manufacturers. Attend trade shows to speak with

manufacturers and see introductions of product lines

before they hit the retail market. Educate yourself and

your institution on the markets that interest you

because they change often, sometimes seasonally.

PRODUCT DEVELOPMENT DEFINED

In this leaflet, we define proprietary product develop-

ment as the process in which museums or historical

agencies design, produce, and sell custom items based

on their collections or programs for sale in their own

stores or catalogs. The following are key elements to

consider in product development: 

Mission

Your institution’s mission should guide the 

mission of your sales. The following questions must 

be answered:

What are your goals for product 

development? 

Choose specific topics and themes. It is

impossible to address every aspect of

your institution in a retail program. The

most effective route to take is to parallel

permanent and temporary exhibit mis-

sions with complementary products. 

What is your niche? 

Many museums make the mistake of

trying to compete directly with traditional

retail stores. Choose what makes your

institution unique in your city, and 

capitalize on that in your product choice.

Offer unexpected or different services and become

known for it!

Remember UBIT! 

The IRS is serious about unrelated business income

tax (UBIT). Any product you sell which cannot some-

how be related to your mission is subject to tax under

these laws, despite non-profit status. 

BUDGET

Proper planning of projected spending is crucial to

your success. Whether the retail program has an inde-

pendent budget, or is part of the institution’s budget,

those responsible for buying need to understand

exactly how much they have to work with, preferably

a year in advance. In addition to an annual figure,
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devise the budget monthly and by product category 

to reflect seasonal trends and to support special 

projects or events.

VENDORS

The relationship your buyer establishes with vendors

is complicated, and cannot be taken lightly. As much as

possible, store personnel do extensive vendor research

before choosing companies to work with. Attend trade

shows, shop other stores for ideas and contacts, and

request samples for review. Do not

be afraid to negotiate to find low

minimum quantities and compare

prices. Vendors will often be more

flexible than one might expect in

order to get and keep your busi-

ness. Many vendors now specialize

in the museum market specifically

and understand the special con-

cerns museums have. Regardless of

the product, choose vendors who

can understand and respect your

mission.

PRODUCT

SUGGESTIONS

Historical organizations have unique possibilities for

product development. Often the collection and exhibits

showcase themes that translate well to products.

Before getting caught up in the “mug and T-shirt phe-

nomena,” try to discern what you can do a little differ-

ently. First and foremost, add accompanying

educational literature with as many products as possi-

ble. Also, stock your shelves with hard-to find books.

Supply reading lists and sell the books on the list.

Become known as “the place” to find books on a sub-

ject your museum highlights. Invite the authors of

these books for book signings and readings while offer-

ing educational materials and activities with education

staff. Try to focus on items that reflect events and holi-

days important to your region. For example, Arizona’s

Statehood Day is Valentine’s Day.... The Arizona State

Capitol Museum Store ties merchandising, history, and

a well-known gift-buying occasion together! Find a local

theme and run with it. Again, become “known” for

these items in your publications, events, and displays. 

As in any other area of museum work, when choos-

ing products to develop, remember your audience! Ask

the following questions:

Who are my current customers? What do they buy?

How much do they spend? Have they suggested items we

could sell? What niche is missing which we could fill?

Set goals for expanding the areas you can best

address, whether attracting new customers with new

items or selling more to current customers, increasing

the price point or decreasing when necessary. Always

keep a balance of old and new, higher

priced and lower priced stock as you test

new waters. Museum store customers

tend to be very loyal, and want some

continuity in your look and style of mer-

chandise, even as you offer new items.

MARKETING

The most unique products are of no

value sitting on shelves all year! Your

store needs to be considered as a part of

your total museum package you offer to

visitors. Thus, it must be included in all of

your marketing efforts. The efforts can

range from a paragraph in the newsletter

to full catalogs. Most importantly, remember to budget

part of the store or advertising budget specifically for

marketing your products. Most small to medium sized

museum stores find the majority of their business is from

walk-in visitors. Therefore, focus the majority of your

energy and money on getting people through the door!

Once inside, your well-trained staff can ensure sales.

Direct mail is risky and requires a lot time and money; it

is often better for larger institutions with staff focusing

solely on catalogs. Your website is another good way to

market products. The ideal situation is to update sites

and change products with the season. However, if you do

not have staff time to update it, choose a few “staples”

from your inventory such as books or signature items

which can stay on the site for extended periods. In addi-

tion, be sure you are set up and adequately staffed to ship

these items out in a timely manner. Smaller museums

often lack this ability. Again, don’t expect the web to

match or surpass your walk-in sales. 
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STAFF TRAINING

A well-trained staff is the most important element of

product development and sales. Evaluate your own

store staff by the following criteria:

Docent Training 

Has your store staff been trained in exhibit content?

The best way for store staff to sell products relating to

your organization is to have the same knowledge inter-

preters and docents have. 

Sales Training 

Does your staff know how to sell?

Selling products is the same as giv-

ing a tour; provide information,

answer questions, and make the

experience personal. Training in

customer service and matching

your visitors’ interests/needs with

available products is crucial.

Staff Meetings 

Is your store staff included in

exhibit or education meetings?

When store staff understand the

education and exhibit plans of the

institution, they are better prepared

to function as a part of the whole

institution.

Education Department 

Do you consider store staff as an extension of the

Education Department? Do you encourage the staff to

get additional training and attend conferences?

Measure Results

Are your product choices working? Measure daily,

weekly, monthly, annually through accurate inventory

records, visitor data, and sales data. Whether done

manually or with a point of sale system, your store

manager should have reports as a top priority. Most

importantly: expect mistakes! Don’t dwell on them, and

don’t be afraid to get rid of dead ideas and products! If

you have a product that sits on the shelf no matter how

many times it is moved or put on sale, by all means

lower the price or include it “free with purchase!” 

This allows you to make room for better items.

Product development can be an excellent way to

extend your mission beyond the walls of your institu-

tion. However, it takes a great deal of planning and

requires the same level of professionalism and knowl-

edge as every other position in the museum. Without

seriously evaluating the basic elements noted above,

your chances of success are slim.

Key issues to remember:

• choose specific themes and product lines that

uniquely express your mission

• consider product development as part of all 

museum planning

• seek buy-in from all staff so 

the store products are part of 

programming

• follow national retail trends, 

but create your own niche

• measure your result.

LICENSING 

For years, licensing has been used to

promote well-known comic characters,

designers, professional sports teams,

and blockbuster movies, but now has

branched out to every type of market

and consumer product imaginable.

Though the commercial aspect of licens-

ing may first seem at odds with the mission of the

museum world, it has been successfully applied to pro-

duce museum-licensed product. Museums have a long

history of licensing; Colonial Williamsburg began their

successful reproductions programs over 50 years ago,

and since then, larger and mid-size museums have

jumped on the bandwagon. Some museums, like the

Smithsonian Institution, have a vast array of licensees,

appropriate for the collection’s breadth. Many smaller

museums have entered into limited licensing programs

and continue to produce proprietary products for sale

in their shops. Licensing may not be appropriate for

every cultural organization in America. Before jumping

into a licensing contract, a slew of concerns must be

addressed. 
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WHAT IS LICENSING? 

For the purposes of this leaflet, licensing is a legally

binding agreement between a company—known as a

licensee—that takes upon the responsibilities of design-

ing, manufacturing, and distributing consumer goods

based upon or incorporating the name, collections,

logo, or intellectual expertise of the entity legally own-

ing these rights—also referred to as the licensor. In the

case of museum licensing, a licensee is usually a retail

consumer products company and a licensor is a muse-

um or historical agency. The tie binding the parties is a

legal licensing agreement. Payment

for use of these rights is through a

royalty, typically a percentage of the

wholesale price of each product

sold. The major advantage of licens-

ing is that, unlike the standard pro-

prietary product development

process in which museums are

responsible for all costs of design,

inventory, and sell-through, licens-

ing permits museums to align

themselves with companies respon-

sible for all aspects of manufacture

and distribution. Simply put, your

organization’s products become

part of a manufacturer’s line and

are promoted and sold by them as

having been derived from your collections. 

Advantages of licensing include:

• little or no cost for product development

• no inventory to store or distribute 

• regular royalty payments, generating additional

income

• increased recognition of your name and collections

• potential for far-reaching distribution of your 

product

Drawbacks and risks involved include:

• special staffing with licensing expertise may be

required 

• programs may take years to establish; royalties

won’t be realized for at least another year

• success of products cannot be guaranteed

• you must police your name, trademark, and 

copyright from copycats

Is licensing a good direction for your organization

take? If your museum or historical society wants only 

a few new products for the shop, then stick with 

proprietary product development. On the other hand, 

if you want products with greater distribution through-

out the country or internationally, licensing may be

appropriate. Licensing takes time, energy, patience, 

and persistence, so appropriate research and planning

are important. 

It is important to research the rights to your collec-

tion in the licensing process. Are artifacts under copy-

right or do their deeds of gift specifically note they are

not to be reproduced for retail sale? If

the copyrights of several key collection

pieces are not clear, are you willing to

do what is required to secure them?

Typically, this is a financial agreement

that may mean an outright lump-sum

payment or part of the licensing pro-

ceeds paid to the copyright owner. 

Another important factor to consider

is staffing. Be realistic about this—if a

curator, assistant director, or retail

manager is already swamped with

work, it is not appropriate to appoint

them licensing coordinator. Will you

need to hire someone or contract a

consultant? Also of concern is the time-

frame—do you have the years required

for the start-up of the licensing program? Unlike

immediate payments made for image use of your col-

lection, full-fledged product licensing programs take

years to see a return due to product design and intro-

duction cycles. Financially, if your museum needs an

immediate influx of money, licensing is not the best

way to go about meeting that demand. 

The how to’s of a successful licensing program

After taking a good hard look at your organization

and collections, decide what product lines strategically

promote the brand image you decide upon. That is, are

the furniture, clothing, toy, home accessory, or print

media markets the best match for your expertise, col-

lections, and mission? Or, if your research found that

visitors flock to your garden, wouldn’t pursuing gar-

den-related product be a good option? The licensing

market is becoming saturated with similar products,

like reproduction furniture, calendars, and jewelry.
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What will distinguish you and your brand from others

in the marketplace, and how will you sell it to potential

licensees? The field is extremely competitive, so the

more creative you are, the more likely your program

will be a success. Licensing is a creative process—

think out of the box. 

Another consideration is how large a licensing pro-

gram you envision. Do you want one or two products

introduced by the same manufacturer, or a comprehen-

sive line of products introduced by several licensees? If

you are new to licensing, you should begin working

with one licensee. After the process becomes more

familiar, branch out to others.

Going hand-in-hand with other fac-

tors is the all-important considera-

tion of how much money your

organization expects to make from

licensing proceeds. Low-ball this

figure, since you may have difficul-

ty projecting future royalty earnings

until a successful program is up and

running. Remember that licensing

should not be viewed as a panacea

to all financial obligations. 

After establishing the type of

products you want to have, the next

step is finding a manufacturer to

partner with. While researching

products and markets, compile a

short list of manufacturers that fit the needs of your

program. Next, solicit prospective licensees.

Approaching companies you want to license with can

be intimidating and is not for the faint of heart. Be

ready to launch a hard sell of your organization. Over

the course of a licensing agreement, licensees expend

significant amounts of money on design, manufacture,

packaging, and marketing, so the license or products

you pitch must generate profit, set the product apart

from competition, and seem extremely worthwhile to

the manufacturer’s business plan. If they view it other-

wise, your offer will be declined. Prepare yourself by

developing marketing materials to sell your brand, and

clearly explain the merits of your organization. Be pre-

pared to answer, “so what” and “what does this mean to

me?” Keep in mind many companies may not regard

your collection as important to base products upon,

especially if much of it is in the public domain, since

they can get it elsewhere without paying for the rights.

Name recognition is also important in selling licensed

products; unless the company you are pitching to has a

successful license with another museum, it may be dif-

ficult to convince them that your museum’s name will

drive sales. 

While you are in discussion with prospective

licensees, review the quality of the manufacturer’s prod-

ucts. Look for them in stores, examine samples, and

review detailed financial and company information, the

names of key employees, a list of their best customers,

and so on. Follow up on this information to confirm the

stability and quality of their organization. Remember the

licensee will be selling your product and

name, so you want to make sure they are

up to your standards. If you don’t like the

quality of products or feel a company is

not financially stable, you should decline

to work with them. 

After lining-up a licensee, your organi-

zation needs to draft a contract prior to

beginning any product development.

Work with a lawyer on this—don’t do it

yourself for the first time. A short letter

of agreement may seem good at the

beginning of a license, but make sure all

areas are covered, because you will be

held liable to the terms of the agreement.

Many licensing manuals include samples

of agreements and can act as a guide for

drafting your standard contract. Every license will be dif-

ferent, due to the terms you negotiate and the type of

product being produced, but as a rule of thumb the fol-

lowing areas need to be covered in the agreement:

• names, addresses, and titles of who represents

both parties

• definition of what will be licensed—state the collec-

tions, or if possible the accession numbers of the

pieces the product will be based upon. It’s better to

limit yourself in the beginning, and then amend

the license later.

• a royalty percentage 

• dates royalty payments are due—monthly, quarter-

ly, bi-yearly, or yearly are all common—and the

type of sales reports you want to track the success

of products

• beginning and end date of the agreement—do not

leave the end date off, as this means the manufac-

turer will have the license forever!
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• your right to retain copyrights and place copyright

approval on the product and all accompanying

materials

At this time you should agree upon an approval

process and include it in the contract. As the licensor,

you must see designs during each step of the design

process—make sure you have final approval of all

stages, including concept and final designs, colorways,

packaging, and collateral materials. This is the time to

place, in writing, the control you have over the use of

your images, collection, and name.

Finally, after accomplishing these preliminary stages,

product development begins.

Unlike the process of in-house

product development where the

museum is responsible for decid-

ing everything, licensed product

development is undertaken as a

partnership between the licensor

and licensee. The licensee uses its

experience in the market to define

the specific type of product to

develop or goals for a certain intro-

duction, and they draw upon the

expertise of the museum to pro-

vide inspiration for these products.

Needless to say, this is a dynamic

relationship and each side has a

responsibility to steer the direction

of the product line. 

You will provide the licensor whatever access 

they need to your collections. Some may need regular

35 mm photographs, while others may require color

transparencies or access to actual artifacts to take

sketches and precise measurements. It is your

responsibility to approve of the manner in which col-

lections are used. Additionally, due to the unrelated

business income tax (UBIT) law, it is the museum’s

responsibility to make sure all licensed product are

reproductions of, inspired by, or derived from pieces

in their museum collection. If you don’t find a design

appropriate or if it is too far removed from the 

original, you have the right to express your opinion

and reject the concept, or work with the licensee to

refine it. 

Throughout the entire development process, the

licensor needs to provide approval or corrections on

designs. If the process runs smoothly, approvals can be

obtained during the first pass-through, but often the

process can take several months and, in the worst

cases, deadlines for market introduction may not be

met. Each museum or historical society needs to deter-

mine who has the authority to approve designs—some

museums require the curator in charge of the collec-

tion to provide approval, while other museums assign

product development teams composed of various staff

members. Small organizations may require the

approval of the director, curator, or board. The approval

process is repeated for all copy including packaging,

collateral material such as the provenance card or

hangtag required to accompany each

product, advertising, and press releases.

An important aspect of licensing is inclu-

sion of the museum or historical society

logo and copyright on the product; it is

the licensee’s responsibility to see that

they are legible and permanently affixed. 

Once products are out on the market,

sales figures and royalty checks will

speak to the product success.

Maintenance is an important aspect of

licensing that shouldn’t be overlooked—

the person assigned to act as liaison with

the licensee will play an active role in

making sure that royalties are sent in on

time, that all terms of the license are

upheld, and that copyrights aren’t

infringed upon. Licensing is an on-going process as the

typical life span of a retail product is only a few years.

In order to keep building royalties and retain a unified

licensed line, prepare for an on-going product develop-

ment process; as soon as one line of products is intro-

duced another will be in development.

Prepare to experience growing pains and bumps in

the road along the way; licensing is a process perfected

only through time and experience. Though licensing is

not an appropriate solution for all museums, it can gen-

erate additional funds and increase name recognition

for creative, entrepreneurial-minded organizations will-

ing to invest the time and resources required. 
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he key to the successful management of any fundraising program is an understanding 

of A) the Institution, B) the Marketplace, and C) the Continuity of Approach. These three 

elements—a knowledge of the internal culture of the institution—an understanding of the 

marketplace outside the institution, but the place where the fundraising occurs—and a knowledge

of how to manage donor relationships, are all critical to successful raising.
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Fundraising for
the Small Museum 
By Salvatore G. Cilella, Jr.
Executive Director
The Columbia Museum of Art



A. THE INSTITUTIONAL CONTEXT 
OR “KNOW THYSELF”

What is your institution and where is it going? As a
player in your institution, do you know why it exists—
its purpose or mission? Do you know where it is head-
ing—its goals, objectives, priorities, and needs? What
strategies have been articulated to get it there—its
strategic or long-range planning? And last, how do its
constituents perceive it—its image/identity?

Purpose/mission—Do you know why your 

institution exists?

As a major fundraising player do you know what
your mission is? Do you have a mission statement?
Does your staff and board have a clear understanding
of your mission? Does your membership and develop-
ment staff understand why you exist? If they don’t …
you have serious fundraising problems.

The mission statement is the starting point for all
fundraising in any institution. All fundraising, from
membership to deferred giving, must be mission dri-
ven. If it is not, it is a waste of time and money—your
two most precious resources.

The mission statement should be concise and easily
understandable by all constituents—members, donors,
board members, staff, political, and policy-making
groups. The best mission statements are meaningless if
no one knows they exist. Peter Drucker of the Drucker
Foundation for Non-profit Management cites the
Salvation Army as the nation’s best managed charity, in
part because its mission—“to meet human needs in his
name without discrimination”—is so clear that it could
be silk-screened on a T-shirt. 

If you have a mission statement, how do you promul-
gate it? Orientation sessions? Board notebook? Posted
at the front door? Printed on the masthead of all publi-
cations? A frontispiece for the long-range plan? For the
staff handbook? Personnel manual? Emergency manu-
al? Again, the Salvation Army insures that “followers
are reminded of that mission constantly. It hangs on
the bulletin board of the East 52nd Street center …”

Examples of non-mission fundraising abound. They
usually involve the uninformed, well-intentioned, board
member who is frustrated by the lack of money your
institution is receiving from the community and goes
out on his own. As a manager, you should allow no
fundraising in your institution unless it is mission dri-
ven/based. In fact, the establishment of a sound mis-
sion statement will shut down practically all “wild hair”
or “loose cannon” attempts by well meaning supporters.

Goals, objectives, priorities, and needs—Do know

where your institution is heading?

Institutional goals must be set before development
goals are set and before fundraising begins, because, ulti-
mately, organizational goals determine fundraising goals.

More importantly, goals require enlightened and
courageous leadership. If your museum or your devel-
opment officer is not successful in fundraising, it may
be your fault as the director. It may be that you have
not sold the “vision thing” to your staff.
Leadership/management must be willing to make
tough choices and decide which projects have priority
over others. But they cannot be developed in a vacuum
and they must never be imposed from the top down.
Board and staff input are essential to developing them
because, when the time comes to achieve them, the
pertinent constituencies will have bought into the plan.

Goals should be developed each year during the bud-
get process and when the long-range plan is revised on
an annual basis because those plans should be tied to
staff performance and evaluations.

For obvious reasons, organizational and fundraising
goals must be:

• Practical Here common sense should rule. Your
attempt to wipe out hunger in our lifetime may be
admirable but hopelessly impractical.

• Believable This is a close second to practical. Will
the supporters who you approach for money
believe that you can achieve your goal with their
money?

• Salable Can you package your goals so that they
are palatable to a donor or set of donors? Or are
you a marketing klutz who cannot organize them so
that they are attractive?

• Current Are the goals you are trying to sell to a
donor outmoded or outdated ideas that other muse-
ums have abandoned years ago?

• Articulated Can you explain what your goals are in
a sensible way that is understandable by the intend-
ed donor, or are your goals so obtuse that no one
understands them? 

Above all, your goals, objectives, priorities, and
needs should be quantifiable. Examples are countless
and easily produced.

• The goal for FY 99-00 is to increase our audience
from the inner-city area by 10%.

• Our second goal is to increase museum attendance
by 20% from the local community and 10% from
tourism.

• Our third goal is to increase school attendance by
14% during the next fiscal year.
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If it’s not quantifiable, it isn’t a goal. Examples of non-
goals are “to increase and diffuse knowledge among
mankind”, “to provide better educational programs for
our community”, “to broaden our base”, “to enhance
our image.”

In setting any fundraising goals whether they are for
annual funds, capital campaigns, project support, mem-
bership, or deferred giving, the museum must consider
three factors:

1. The level of past support to the institution
2. Frequency of past support by the museum’s

donors or constituents and 
3. The museum’s financial needs or goals for the year

or multi-year long-range plan
Too often appeals for funds fail because they are

based on only one or two of these factors. The most
common mistake is to appeal for funds solely on the
basis of need. For example, the museum does a year-
end mailing to all its members and says that it “needs”
$25,000. Why? Who and what determined that need? A
deficit? If your membership’s level of past support is
extremely low (it has never exceeded $15,000) or has
infrequently supported you in the past (no sustained
record of giving by any meaningful group of support-
ers), the museum will never be successful in reaching
that $25,000 goal.

The chances for success for any appeal rely heavily on
all three factors. And what this means is that the muse-
um must ask often. It must get its donors in a cycle of
giving and that means managing donor relations.

Strategic/long-range planning—What strategies 

have been articulated to help your institution reach

its goals? 

Now that you know who you are (the mission or
identity); you know how you want to fulfill that mission
(through goals and objectives); you must move the
organization along from point A to point B in order to
reach your goals and fulfill your mission. Through
long-range, strategic planning, you must ask and try to
answer the question “What are the precise steps we
will take to get where we want to go?”

From the fundraiser’s point of view, long-range plan-
ning is a consensus process whereby the management
group and the board agree on a series of precise and
specific steps, both large and small, to reach the institu-
tion’s various goals.

In order to be meaningful, every aspect of the strate-
gic plan should have a price tag and a timetable for exe-
cution. This allows the development team to
concentrate its resources on institutional needs. It also

allows the management team to analyze the cost effec-
tiveness of the strategies proposed.

Direction and approval for the strategic plan should
come from the board. The production and implementa-
tion of the plan should come from the staff.

Image/identity (the life and death of fundraising)—

How do your institutions’ constituents perceive it?

Within the institutional context, the museum must
also examine its organizational image. How is the
museum perceived by the market which will make a
leisure time decision to visit it, spend money in the
museum, join as a member and, if all goes well, make a
conscious decision to give the institution a donation?

A working knowledge of the organization’s image is
essential to both the fundraising goal and to the suc-
cessful selling of the museum.

Because of the diversity of funding sources, it is
imperative to know your subject inside out. It is impor-
tant to understand these images in order to be creative
about one’s fundraising. In fundraising, a poor image,
poorly focused image, or misunderstood image will be
far more damaging than inarticulate goals, poor long-
range plans, and no mission statement.

In addition to these concerns, museum management
and the development office must understand the muse-
um’s standing in the community and deal with it
accordingly. With occasional exceptions such as the
United Way mess several years ago, the public holds
most non-profits in high esteem in general. But, bad
press, bad-mouthing by disgruntled staff or board
members, real or perceived mismanagement, real or
perceived slights of donors or collectors, and a host of
other evils, can and will damage your best laid fundrais-
ing plans.

In summing up the institutional context, one must
recognize that development is a well organized,
defined, management tool directly related to and inte-
grated with the organization’s goals and mission. It is
not a once and done endeavor but an ongoing, struc-
tured, management function designed to create under-
standing and to gather support for the institution.

Too many non-profits operate in a vacuum.
Fundraising without sufficient prior planning or with-
out reference to a larger thing called your organization
is doomed to failure. “What makes the Salvation Army
so successful is a combination of three essentials to
organizational development: it has a clearly defined and
easily understood mission; it holds itself accountable
for carrying out its mission and for seeing that money
goes to the purposes for which it was raised; and it pos-
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sesses superior marketing skills” (All quotes on
Salvation Army from The New York Times, Wednesday,
November 17, 1999, p. D1)

B) THE MARKETPLACE

The second step of successful fundraising must be a
clear understanding of the marketplace in which you
must operate and seek funds. Who gives what to whom
and how much do they give?

Since the early 1970s, American non-profits have
received donations from private sources in roughly the
same proportions: 

• Individuals 90%
• Corporations 5%
• Foundations 5%
In 1998, Americans contributed $174.52 billion to

non-profit organizations, according to Giving USA 1999.
This represents a 10.7% increase over the previous
year. Individuals contributed $134.84 billion. Bequests
totaled $13.62 billion bringing the total giving by indi-
viduals to $148.46 billion or 85% of all giving. 

Although this is less than the model above, the good
news is that foundation giving is up substantially to
$17.09 billion or nearly 10% of all private giving. The
continuing increase in the stock market has propelled
the assets of some foundations to new levels, and the
trend of increasing foundation grantmaking is expected
to continue, according to Giving USA 1999. 

Corporate giving, on the other hand, has not budged
from its 5% past performances despite the good econo-
my. In 1998, it gave away $8.97 billion a 9.3% increase
over the previous year but only 1% of pre-tax income,
down from 1.1% reported for the two previous years.

For comparative purposes, total private giving since
1983 has tripled from $62 billion given that year. 

Individuals

• In 1963, giving by individuals was only $10 billion.
Individual giving has grown by a factor of 10 for
the last 37 years. Because individuals gave 85% of
all donations last year and several years before,
they are your prime targets. 

• Unlike the corporate or foundation world, where
you can peruse a corporate directory or the foun-
dation directory, there is no central file to search
for individual donors, and as a result it makes your
job more demanding and challenging.

• Information about individuals can be gleaned from
newspapers, official records, and annual reports of

other similar non-profits. Questionnaires to 
members, board member information, and 
corporate reports are useful if your prospect is a
corporate type.

• Individuals should be considered for the full range
of fundraising possibilities from membership to
deferred giving to remembering the institution in
their will. But most importantly, you must deter-
mine the individual’s needs and then attempt to fit
them into a part of your program.

• A committed and active donor base for your institu-
tion is vital to the overall success of your entire
fundraising program.

Every two years, the Independent Sector, a
Washington-based coalition of charities and grant mak-
ers representing the non-profit sector commissions a
survey to measure volunteerism and individual giving. In
their most recent survey, the Independent Sector con-
cluded that the average contribution by the American
households surveyed, including those that gave nothing
to charity, increased by nearly 16% after inflation. Giving
by blacks and young people appears to be on the rise,
and the higher income, more generous donors have not
flagged in their commitment to charities.

Every time the independent sector does its study, it
identifies factors that induce people to give. These
should not only give you hope but incentive to go after
the big gifts. 

1. Volunteerism. The Independent Sector found that
volunteers in non-profit organizations give twice as
much as non-volunteers. Are you asking your vol-
unteers for gifts? 

2. Income tax deductions do not induce giving but
they do increase the size of the gift. Are you point-
ing out the tax implications to your donors in the
31% and 38% tax brackets that their donated dollars
are important to you but also that Uncle Sam sub-
sidizes them at a greater rate? 

3. People who go to church regularly are better
donors to secular charities. Church-going folks
gave 2.1% of household income as opposed to .6%
by non-church goers. If you are in a particularly
religious community, and many small historical
societies are, you have better chance of being suc-
cessful in your fundraising. 

4. People who are asked to contribute are more than
twice as likely to do so as those who are not solicit-
ed. Of people who were asked to give money, 85%
did, compared to 36% who were not asked. Are you
asking people for money or just waiting for it to
come over the transom? 
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5. Bequests—a growth area for everyone. Only 4 in
10 said they had a will and only 13 percent includ-
ed a charity in their will. Bequest giving varies
from year to year with the death rate and because
of the varying amount of time it takes wills to go
through probate. However, according to Giving
USA 1999, within the context of annual volatility
there has been a steady increase in the value of
willed giving. Are you providing a mechanism for
your donors and members to remember you in
their will? 

There is no question that individuals are your best
source of funds and your greatest energies should be
channeled in that direction.

Corporations

According to Giving USA, arts groups should not
count on corporate growth for more support and noted
the trend that the larger arts organizations are taking a
larger share of the pie.

Corporate giving, because of its seemingly obvious
deep pockets is the least productive source of private
giving. During the 1970s and 1980s an unimpressive
three out of ten companies gave donations of one kind
or another. Conversely, seven of ten gave nothing.
During the 80s, the “Five Percent” club was started by
farsighted and socially conscious businesses in
Minneapolis. “5%” was to represent a percentage of pre-
tax income donated during the year.

Generally, corporations give because they hope to
show evidence of good corporate citizenship, to
strengthen employee relations, reach important con-
stituencies, encourage employee creativity, increase
media coverage, promote products, increase sales, and
increase productivity of their employees. What compa-
nies feel they actually achieve by supporting the arts
are: an enhanced image, reached important constituen-
cies, strengthened employee relations, encouraged
employee creativity, increased media coverage, good
corporate citizenship, product promotion, increased
productivity, and increased sales.

Though direct giving is still the source of most cor-
porate support, the role of corporate foundations is sig-
nificant according to Giving USA 1999. In 1998, they
accounted for more than a quarter of all corporate giv-
ing. In addition, corporations support non-profits
through marketing, community relations, and advertis-
ing budgets, which are generally separate from charita-
ble giving budgets, and so, this support is not counted
in the Giving USA estimate.

Foundations

Foundations, there are some 44,000 of them in the
United States, deal with every imaginable issue. The
larger ones like Rockefeller and Ford are constantly
changing focus and responding to areas of global con-
cern, such as the abolition of nuclear weapons, national
and international security, peace initiatives, world popu-
lation control, and environmental issues. If you are a
small local concern this should not stop you from apply-
ing to them if you think you have a fit with their pro-
gram. Several years ago, the Columbia Museum of Art
applied to the Rockefeller Foundation for an exhibition
catalogue for a show on Guatemalan textiles. Because
the foundation was interested in South American issues
and culture, the museum was successful.

But it is the local and family foundations that remain
an area of lucrative fundraising for local and small
museums. In fact, most foundations are small, locally
oriented, and give large numbers of small grants.
Foundations in low-asset categories often have little or
no full-time staff and although some respond quickly
and effectively, many do not. The few foundations
which publish annual reports are generally more
responsive. Foundations with national or regional giv-
ing programs are usually in the higher giving cate-
gories, have full-time program officers, evaluate
proposals systematically, give larger grants, and pub-
lish annual reports. However, there is great diversity
and generalizations do not always apply.

As you begin your research, be aware that there are
four basic types of foundations: Independent,
Corporate, Operating, and Community. All foundations
have the following common characteristics. They have
been started with a single or multiple sources of funds
such as an individual or family. They are non-govern-
mental, non-profit organizations, managed by their own
trustees or directors, and established to maintain or aid
social, cultural, educational, charitable, religious, or
other activities to serve the common welfare.

Independent foundations are characterized by a staff
and a broad charter but may move into new fields in
response to changing social needs. Examples of large
independent foundations are Ford, Rockefeller,
Carnegie, and Mellon.

Corporate Foundations, while obviously begun with
company funds, are constituted independently but
make grants with high regard for the corporation’s visi-
bility and business interests. They are not to be con-
fused with direct giving programs which are
administered within the corporation but are usually
coordinated with any existing foundation or marketing
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budgets which are heftier than contributions budgets.
Corporations establish corporate foundations for

several reasons. During a profitable year, the compa-
ny can provide more money to its foundation for a
larger tax break. On a down year, the foundation is
fairly well insulated from the corporate low and can
continue to make payouts on a three-year grant com-
mitment regardless of the roller coaster effect of the
business cycle. A corporate foundation can make
grants or gifts to foreign recipients and a company
cannot legally. A foundation creates a buffer between
any customer or client pressure placed on a company
by a pet charity. Rejection can be the foundation’s
decision and not the company’s. In addition, “founda-
tion” has an air of respectability and a positive, benefi-
cial public relations aspect.

The primary purpose of an operating foundation is to
operate its own programs determined by its charter or
board. It does not exist to give away money although a
few have been known to make small grants externally.

A community foundation is much like a private foun-
dation except that its funds are derived from several
sources. Investments are made and managed by
trustee banks and grants are always local. The govern-
ing board is usually representative of its community
rather than the whim of a single powerful family as
found in the private foundation. The identity of each
fund within the foundation is preserved. They are
either donor directed or unrestricted. The efficiency of
the community foundation is that it has a central
administration for all the funds rather than each donor
or fund paying for separate administrations of its assets
and resources. The community foundation is rather
like a money market or mutual fund but instead oper-
ates to make grants.

And where does the money go? Unfortunately, last
year all categories of non-profits saw increased giving
from all sectors except giving to the arts and humani-
ties. Health organizations, human service organizations,
environment/wildlife organizations, and public/society
benefit organizations all reported contribution increases
of 20% or more. The latter group includes groups like
the United Way who raise money for themselves and
others. Two categories, education and religion, report-
ed increases of 10 % or more but these two groups get
the bulk of the money each year with religion gathering
nearly 45% of all private giving. Giving to the arts
decreased by .8% but that meant in dollar terms a
decrease from $10.62 billion to $10.53 billion.

Every year for the past several years, the federal gov-
ernment has chipped away at the NEA, the NEH, and

the IMLS where their combined yearly budgets for
grant making is now approximately $403 million. The
museum field spends an inordinate amount of time
writing grant proposals chasing after a comparatively
small amount of money. The question is, should your
resources—time and people—be spent chasing federal
money or going after the private sector, particularly,
individuals? The answer should be obvious.

C) CONTINUITY OF APPROACH

How do you get support from all sources on a contin-
ual basis? How do you go about raising the necessary
funds for the operation of your institution and its pro-
grams? Who do you approach and how do you
approach them?

Once an understanding of the museum’s mission, its
goals, its image, and its long-range plan is in place, and
there is an understanding of the realities of the donor
universe or the marketplace, an understanding of the
concept of the “Continuity of Approach” or “The Circle
of Fundraising” or “The Management of the
Development Process” is now essential.

This concept consists of three distinct components:
• Cultivation 
• Solicitation
• Recognition
Cultivation can be further defined as identification

and education. Professional fundraisers call “identify-
ing” prospective donors “prospect research.” As
Geottler Associates state in a recent newsletter “The
essence of strategic fundraising involves the right vol-
unteer asking the right prospect for the right amount at
the right time.” 

Step one is to identify “suspects,” a large pool of indi-
viduals (this strategy also works for foundations and
corporations) who are suspected of having the financial
means and inclination to make a major gift to your
organization. Sources for suspects are many and
diverse. An institution’s best suspects for major gifts
are probably already a part of the museum’s con-
stituency. They may include past contributors, those
who utilize the museum’s services, or other members
of the family including advisory boards, volunteer
groups, docents, staff, etc. Most potential major donors
have demonstrated their philanthropic inclination by
giving to other institutions where they have been rec-
ognized in annual reports, newsletters, program
guides, or memorialized on plaques. National, regional,
and local periodicals publish lists of the top paid execu-
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tives and the wealthiest families, many of whom live or
do business in your community. Some fundraising
firms now offer prospect research services of individu-
als who have a given net worth such as $1 million in a
pre-determined geographic area. Don’t waste time and
energy on some millionaire in another area. If you
know about him or her, you can be assured that some-
one else has known about them for a long time.

Step two is to move your suspect to a prospect. This
is accomplished by screening those suspects by the
staff, knowledgeable board members, or those in the
community willing to lend their knowledge of giving
patterns. The success of the process depends on the
knowledge of the participants. If you are fortunate to
have computer files on suspects, there are software
packages that will help you track gifts and tendencies.
Once identified, it is the museum’s responsibility to
educate them as much as possible about its cause.
Invite them to lectures, seminars, meetings, receptions,
openings, lunches, teas, dinners, etc., based, of course,
on the proven affinity on their part for your institution. 

Cultivation is a genuine, sincere desire on the part of
the organization to make itself a part of the immediate
community by involving members of that community in
its mission and goals. It is not pandering. If you find it
somehow offensive then you are forgetting the long-
term goals of the non-profit you are attempting to help.
By strengthening your system of recruitment through
your volunteer group, your board, and your members,
you will feed the “new donor” or “new friend” monster
on a continual basis. 

Solicitation occurs after sufficient cultivation of the
prospect. It is known variously as the actual approach or
asking for the order. This is the simplest yet hardest
aspect of fundraising for most people. Don’t hide behind
hours and hours of so-called research in the form of
receptions, cocktail hours, and openings to cultivate the
prospect without ever asking for the gift. Sufficient
research and education is important, but it should never
be used as an excuse to delay the inevitable.

Do not approach this part of fundraising as a suppli-
cant or beggar. Do not view your institution as a desti-
tute charity. Position your case or organization as
“well” or as “superior,” not haughty but “good.” Deal
from quality. Think in terms of investments and
returns on those investments. John D. Rockefeller
was eloquent on this point, “Never think you need to
apologize for asking someone to give to a worthy
cause, any more than as though you were giving him
an opportunity to participate in a high-grade invest-
ment. The duty of giving is as much his as the duty of

asking is yours. Whether or not he should give to that
particular enterprise, and if so, how much, it is for
him alone to decide.”

The greatest sin in all of fundraising is not asking for
the order. Do not expect the solicited to respond if you
do not have a specific dollar figure in mind. You will
embarrass a prospect if you do not ask them for a spe-
cific amount of money. Why? Because they want to
know the length and breadth of your need, how much
of that they are being asked to bear, and by inference,
what others are being asked to bear. 

In what ways do you ask people for money? The
manner of asking an individual, a corporation, or a
foundation is closely related to motivation and method.
Why do people or organizations give? The motivation
for giving money is as varied as the types of people
who give. It is incumbent on the solicitor—you—to
determine what motivates your prospect to give. Social
scientists have identified various reasons as motivations
for giving. Listed here are a few: 

• Ego The most obvious reason—“I want my name
on the building” 

• Immortality Related to ego, but in essence an
effort to buy eternity with a major gift. 

• Sincerity A rarity in the age of cynicism, but some
people genuinely believe that their money can
make a difference. 

• Tranquillity “If I give you this one-time gift, I would
like you to go away and leave me alone forever.” 

• Guilt and/or peer pressure “If all of my friends are
giving, I should too.” 

• Fear Related to immortality but more applicable to
health agencies than museums. An example would
be the donor who gives $100 to the American
Cancer Society in the hopes that they will find a
cure before he gets it.

While there are a lot of motivating factors for giving,
there are just so many methods of asking prospects for
money. They include phone solicitation, mail solicita-
tion, a grant proposal, or the best and hardest—face to
face. For all large gifts, a personal visit is the most
effective way, and it is usually used in conjunction with
peer pressure. Large, proven donors should be sent to
visit large, potential donors. A case statement is a good
idea for the solicitor to have during his visit with the
prospect and something tangible he can leave behind.
A case statement is a formal, written document making
a strong “case” for the prospect’s money. It not only
helps you “state” your “case,” it helps you put down on
paper what it is you want and how you intend to use it. 

Direct mail solicitations for annual gifts and member-
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ships summon up the herd instinct. Here the appeal is
to join others in your cause, and Americans are natural
born joiners. A simple letter that includes a business
return envelope with paid postage is an effective
method of asking for support.

Telephone solicitation for memberships and small
annual fund gifts, although universally hated by those
who receive them at mealtime, have proven to be the
most cost effective method of fundraising. Volunteers
and paid professional callers work in most situations,
but the museum team needs to be sensitive to which
works better.

When seeking bequests and deferred giving, a per-
sonal visit, a handsome brochure, and a pitch for fiscal
responsibility is most effective.

When selling a memorial program, nostalgia and
sympathy can be tastefully blended in a newsletter ad
or direct mail piece.

For project support, nothing replaces a well-written,
short, but concise proposal.

As a general rule of thumb, when approaching corpo-
rations, foundations, and major donors use reason and
logic in the proposal and case statement. When cold
prospecting, using direct mail for membership, or
annual appeals use emotion, not logic. 

Recognition or donor stewardship, also known as
“taking care of the donor” should not be overlooked.
The museum must work hard at saying thank you.
Recognition or the show of appreciation, just like culti-
vation, must be genuine and sincere. It means pristine
gift records, which in turn produce proper thank you
letters. Gratitude can come from all involved in the pro-
ject. Large pan-organization gifts should be acknowl-
edged by the Chief Executive Officer. 

Thank you luncheons, receptions, dinners, openings,
and lectures are all vehicles of saying thank you and
become a means of cultivation for the next or higher

gift. Plaques, lists of names on walls or doors, near the
front door, on paintings, lists in the annual report, in
your newsletter, in brochures, are all ways of saying
thank you and recognizing people for their contribu-
tions to your institution.

With the close of the circle through recognition, the
museum is positioned for the continuing circle of donor
relationships. Cultivation has already begun with the
last recognition. Each and every donor is important to
the museum and the circle of donor continuity must
not be broken.
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THE PHILOSOPHY OF PHILANTHROPY

hilanthropy, according to the American Heritage Dictionary,
means (1) the effort to increase the well being of mankind, as by
charitable donations, (2) love of mankind in general; (3) a
charitable action or institution. It stems from the Greek word
philanthropos, which means loving mankind. To most
philanthropists, it’s a philosophy for living life.

Manuel Arango says in his essay “Democracy, Social
Responsibility and Philanthropy” (published by the Indiana

University Center on Philanthropy in 1996) that “Philanthropy is as ancient as human
existence and the innate concern we feel to help each other. From the simple and direct
acts of charity that humanity has practiced since the times of our ancestors, philanthropy
has now touched, through increased information, all the structures of society. It pro-
motes change and participation in the solution of problems that frequently exceed the
capacity of the State. Information and organization equal power—power to induce
change with noble goals.” 

Planned Giving
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ver time, philanthropy has progressed
from the act of “helping” to the act of
“giving.” It wasn’t until the end of the 19th
Century that philanthropy became associ-

ated with the giving of cash or assets. Philanthropy, as
we know it today, came about largely due to the inabili-
ty of local, state, or national governments to keep pace
with social needs. It has deep roots in the church, and
even today churches receive the lion’s share of charita-
ble contributions. In 2001, Americans gave away $212
billion, according to the 2002 annual report of the
organization most known for tracking philanthropic
trends, Giving USA. As illustrated in the chart below,
churches received 38.2% of that total.

When one speaks of philanthropy, one generally
speaks about the giving of cash or assets from individ-
uals, foundations, or corporations to nonprofit chari-
table or educational institutions, as designated by the
IRS. As shown in the chart below, individuals
accounted for over three quarters of all charitable
contributions in 2001 (75.8% of the total). Although
corporations and foundations are important, individu-
als truly make the difference in philanthropy. 

Giving is closely tied to the economy—capital mar-
kets, corporate profits, growth in personal income.
That may explain why total giving did not keep pace
with inflation in 2001, increasing just one-half of one
percent (0.5 percent) from 2000 to 2001 compared to
a 6% increase from 1999-2000. According to Giving
USA, giving in 2001 decreased 2.3% compared to the
previous year, when adjusted for inflation. “In six of
the eight recession years since 1971, giving dropped
by 1 to 5 percent when adjusted for inflation. Despite
fears …, in fact, the change in giving in 2001 falls
within the normal range for a recession year,” says
Lee P. Arnoult, CFRE, chair of the American
Association of Fundraising Counsel (AAFRC) Trust
for Philanthropy. “Americans’ commitment to phil-
anthropy remained strong even in the face of down-
ward economic pressures. The $212 billion total is
the highest level of giving ever reported. Even adjust-
ed for inflation, the total is the second highest on
record. Once again giving sustained a string of
increases each year since 1955 except for 1987,”
reports John J. Glier, chair of the AAFRC. And
Eugene R. Tempel, CFRE and executive director of
the Indiana University Center on Philanthropy writes
in Giving USA that “People are more aware than
ever of the role philanthropy plays in our lives and
communities. Giving USA estimates are important
information about this vital dimension of our society
and about the gifts that enable charitable organiza-
tions to fulfill their missions.”

According to those who study philanthropy, an esti-
mated $18 trillion will be transferred to the next gen-
eration of donors. This phenomenon has created a
frenzy among nonprofit organizations that are scram-
bling for a piece of this enormous pie. Most commen-
tators agree that nonprofits will benefit from this
extraordinary transfer of wealth, as individuals realize
that this inheritance gives them the ability to make
transformational gifts to charities they believe in.
While tax avoidance is always an incentive, many
experts believe that individuals will increasingly be
motivated by the fact that this new found “social capi-
tal” can benefit mankind in very personal ways. 

This brings us back to philanthropy as a philoso-
phy. It is imperative that organizations involved in
fundraising take an ethical approach to fundraising—
always matching up donor needs to the needs of
society. Philanthropy has evolved into a two-way
philosophy; one that satisfies donor concerns, both

O



emotional and financial, as well as the concerns of
the charitable organization. 

A WORD ABOUT CAMPAIGNS

he key to a sound fundraising campaign—
whether it’s for your annual fund, endow-
ment, or a building—is matching the needs
of the organization to the needs of the

donor. When you do research on how to develop a
campaign you will learn the importance of a solid case
for support for your cause. Your case for support is the
hook on which all other components will hang. It will
be necessary for you to develop materials for your cam-
paign. They will include your case for support, a list of
those who already support your organization, financial
and investment policies, a list of key staff members and
their responsibilities, and a list of key volunteers.
Volunteers are essential to a well-directed campaign.
Your board members are often your best volunteers in
fundraising, since they know and appreciate the true
value of your organization. 

When you plan your fundraising campaign, don’t
forget to budget appropriately for your needs. Here 
is a beginning checklist of items to include in your
campaign budget:

■✓ Printed materials, including design and 

printing costs

■✓ Postage, including any bulk mailing you may 

want to do

■✓ Consultants, if you should decide to hire one

■✓ Travel for your consultant(s) and staff

■✓ Long distance phone calls

■✓ Meeting expenses for any workshops you might do

on planned giving instruments

■✓ Special events, such as presentation breakfasts,

lunches, or receptions.

Since this Technical Leaflet focuses on planned giv-
ing as a tool, we will not spend a lot of time talking
about the various components of a campaign. However,
it is essential that before you initiate a planned giving
program, you know how you will use the gift when you
receive it. Be sure to do thorough planning before you
ask for money. Remember that the philosophy of phil-
anthropy is not only to benefit the charitable organiza-
tion, but to benefit the donor and society as well.

Your organization should always encourage unre-
stricted bequests in order to give you maximum flexi-
bility. After all, who knows what will be the most
pressing need in the future? For many charities, unre-
stricted bequests represent the single best source of
future endowment funds. Because bequests are non-
repeatable by their very nature, many institutions
institute a policy of designating unrestricted bequests
to the institution’s general unrestricted endowment
fund (as “quasi” endowment and not permanent
endowment). At the time the bequest is received, your
board may prefer to designate the gift to a more
pressing need—a building or conservation project for
example. Needs vary by institution, but it’s important
for your board to develop a policy for how unrestrict-
ed bequests will be used in advance, preferably
through a board resolution. This prevents bequests
from being used to support the general operating
budget, which is not a prudent course of action for
such gifts long-term.

PLANNED GIVING

lanned giving, also referred to as “deferred
giving,” might be most simply described as
“charitable gift and estate planning.”
Bequests represent the most significant

source of planned giving dollars for charitable institu-
tions. Life income gifts—charitable trusts, pooled
income funds, and charitable gift annuities—are the
other major components of a planned giving program.
Finally, planned giving also refers to complicated out-
right gifts involving real estate, securities, and other
assets. In higher education, where planned giving pro-
grams are more mature, it is not unusual for planned
gifts to represent 30% of total annual fundraising
results. Clearly, the potential for planned gifts to help
your organization is significant.

Tax Incentives
For many years, Congress has encouraged philan-

thropic support through incentives in the tax code.
Publicly supported charities are entitled to the most
advantageous treatment possible under the tax law.
Currently, gifts of cash to public charities may be
deducted up to 50 percent of your adjusted gross
income in the year of the contribution with a five-year
carryover for any unused portion. Gifts of appreciated
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assets—such as securities, real estate, and antiques—
may be deducted up to 30 percent of adjusted gross
income with the same five-year carryover.
Furthermore, bequests are fully deductible for federal
estate tax purposes as charitable contributions.
Publicly supported charities are those that are quali-
fied for tax-exempt status under Internal Revenue
Code sections 170(b)(1)(A), 170(c), 2055(a), and
2522(a). Planned gifts are designed to take maximum
advantage of these tax benefits.

The Appeal to Donors 
Planned gifts have become increasingly popular

because they are tailored to a donor’s individual situ-
ation, and the assets they own. These gifts can be
funded with cash, marketable securities, mutual
funds, real estate, life insurance, and retirement
plans. Because planned gifts are structured around
each donor’s circumstances, friends find that they
can often do more for your organization than they
otherwise thought possible. 

Planned Giving Expertise
There are many different ways donors can con-

tribute to your organization. But you must remem-
ber that planned giving is directly tied to the
ever-changing tax laws—at both federal and state
levels. Furthermore, general knowledge of invest-
ments, finance, and estate planning is essential when
advising donors. Therefore, it is imperative that
untrained people do not try to consult with donors
on the technicalities of planned giving. It is risky
business for an organization to launch a planned giv-
ing program without the knowledgeable personnel
(paid or volunteer) and proper systems in place to
carry it through successfully.

But don’t let that stop you! Even all-volunteer
organizations can effectively manage a planned giv-
ing program given the proper procedures and pro-
fessional assistance. It can be as simple as asking
someone to put your organization in his or her will.
For more complicated gifts, you can contract with a
planned giving professional to consult with you and
your donors. Some organizations include a planned
giving expert on their board. Another option is to
ask a group of local professionals to serve on a
“planned giving advisory board” for your institution.
These volunteer groups usually include professionals
in law, accounting, investments, insurance, real

estate, and financial planning. Finally, it’s imperative
that you always encourage donors to seek the advice
of their own advisors before entering into a gift.
Your institution never wants to be in the position of
having a donor rely on your staff for tax, legal, and
financial advice. 

TOOLS OF THE TRADE
Planned Giving Instruments

Bequests
Many friends would like to make a significant gift to

your organization but are concerned that they may
need the assets during their lifetime. For these individ-
uals a charitable bequest allows them to make a larger
contribution while maintaining maximum flexibility.
Charitable bequests and other estate gifts are fully tax
deductible as a charitable contribution, so estates pay
no federal estate tax or state inheritance tax. 

Estate gifts can be made via a bequest under the
donor’s will or through a trust (increasingly, individ-
uals are avoiding probate by establishing trusts to
hold their property during their lifetime). Donors
may also designate your organization as the benefi-
ciary of a life insurance policy or retirement plan.
The donor’s attorney can help design an estate plan
that protects their family, preserves their property,
and also benefits your organization. Bequests can be
a percentage of the estate, a dollar amount, specific
property, or the reminder of the estate after gifts to
other beneficiaries. Unrestricted bequests should be
encouraged because it’s difficult to predict what one’s
most pressing needs will be in the future, but some
donors will want to restrict their bequest to endow-
ment or a particular use.

Simple Bequest in Will
I hereby give, devise, and bequeath to the XYZ

Historical Society, Anycity, Anystate, ____ percent of
my net residuary estate (or the sum of $_____ or the
following described property, or the rest and residue
of my estate after payment of the foregoing
bequests). This is an unrestricted gift and may be
used to further the objects and purposes of the XYZ
Historical Society.

If you already have a will, you can simply add a
codicil (addendum) to your will. But remember that



a codicil must be executed with the same formalities
as a will.

Suggested form of codicil to a will
I, donor’s name, a residence of Anycity, Anywhere,

declare this to be a codicil to the Last Will executed
by me on _________, 19__, this codicil being as fol-
lows: I hereby give, devise and bequeath to the XYZ
Historical Society ____ percent of my net residuary
estate (or the sum of $_____ or the following
described property, or the rest and residue of my
estate after payment of the foregoing bequests.) This
is an unrestricted gift and may be used to further the
objects and purposes of the XYZ Historical Society.

Except insofar as said Will is expressly or by neces-
sary implication changed by this codicil, I do hereby
ratify, republish, and reaffirm my said will and each
and every part thereof. 

Retirement Plan Assets
While any asset is appropriate for funding a

bequest, retirement plan assets should always be con-
sidered first. Funding a charitable bequest with a qual-
ified retirement plan—like a traditional IRA or 401 (k)
plan—is particularly appealing because both income
tax and estate tax are avoided, making this a very
“tax-wise” gift. Savings Bonds and deferred compen-
sation are also doubly taxed at death (both income and
estate tax is due). Donors should therefore be encour-
aged to bequeath these types of assets to your organi-
zation rather than leave them to family members.

Life Insurance
Many of your donors may have paid-up life insur-

ance policies that they no longer need to protect
dependents. Donating these policies to your organi-
zation results in a current income tax deduction and
converts an asset that is no longer needed into a sig-
nificant gift. Donors can also name your organiza-
tion as the partial or sole beneficiary of an insurance
policy. Another method is for a donor to purchase an
insurance policy solely for the purpose of making a
deferred gift. The policy is written with your charity
as the beneficiary. The charity holds the policy and
makes annual premium payments with an annual gift
from the donor. And the donor gets a tax deduction
for the amount of the annual premium. This method
is a good one for those who may not otherwise be
capable of making a significant planned giving gift.

However, organizations must be sure that the annual
premium payment for the insurance policy does not
take the place of an annual unrestricted gift to the
organization.

Gifts with a Retained Income
Many donors want to make a meaningful gift to

your organization but do not wish to relinquish the
income generated by the gift asset. If this describes
one of your potential donors, they should consider a
life income gift. These are methods of making a cur-
rent gift to your organization while retaining an
income for the donor’s life, and, if desired, for the
additional life of the donor’s spouse or other benefi-
ciary. Depending on the donor’s choice of gift asset
and the method selected, s/he can generally expect to
obtain some or all of the following benefits.
■ Retained income for life, and, if desired, the life of

his/her spouse or other beneficiary.
■ The possibility of an increased rate of return on 

the gift assets.
■ A charitable income tax deduction.
■ Avoidance of capital gains tax.
■ Removal of the gift property from the donor’s 

taxable estate.
■ Reduced estate settlement costs.

There are three types of life income gifts encour-
aged by Congress under the tax code—pooled income
funds, individual charitable trusts and charitable gift
annuities. 

Pooled Income Funds:
A Pooled Income Fund is conceptually a charitable

mutual fund, combining smaller gifts from a large
number of contributors for investment purposes. If
your organization is not large enough to establish its
own pooled income fund, you can direct your donors
to the pooled income funds offered by the larger
mutual fund companies like Fidelity, Vanguard, and
Schwab. The minimum contribution for these funds
can be as low as $25,000.

Individual Charitable Trusts:
For larger contributions (usually $100,000 or more)

many donors find individual charitable remainder
trusts appealing. These trusts are extremely flexible
and can be structured to pay either a variable income
with growth potential or a fixed income that will not
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change. Furthermore, the donor can determine the
trust income or “payout” rate within certain limita-
tions. Under current tax law the minimum payout is
5% (this produces the largest income tax deduction)
and the maximum payout is 50% (practically, most
trusts have payouts ranging from 5% to 7%). Trusts
can be funded with cash, marketable securities, and
even real estate. Charitable trusts are very attractive
when funded with highly appreciated assets like stock
and real estate because capital gains tax is totally avoided.

Donors can establish a charitable trust through
their attorney, stockbroker, or bank trust depart-
ment. Additionally, many community foundations
offer charitable remainder trusts. You should develop
relationships with bank trust departments in your
area and your local community foundation, so that
you may assist donors with these gifts. Alternatively,
if your organization is large enough, you may want
to offer charitable trusts to your donors as another
option (assuming state law permits).

Gift Annuities
Donors in their seventies and older often prefer the

fixed and guaranteed income provided by charitable
gift annuities. Gift annuities are a simple contract
with your organization. In exchange for the gift (cash
or securities) your organization agrees to make life-

time annuity payments (for either one or two annui-
tants). Gift annuities are particularly attractive when
funded with cash because a portion of the annuity
payment is considered a tax-free return of principal
(further increasing your return). Charitable gift annu-
ities are the most conservative of the life income gifts
because the obligation to make annuity payments is
backed by all of your institution’s assets. Most chari-
ties follow the annuity rates recommended by the
American Council on Gift Annuities.

Many states regulate charitable gift annuities, usual-
ly through their insurance commission. Therefore,
you will need to determine the requirements of your
state before issuing gift annuities. If you are uncom-
fortable with the financial risk involved in gift annu-
ities (they are a general obligation of your
organization), you should check with your local com-
munity foundation. Many community foundations
offer gift annuities and the eventual gift could be
restricted to your organization.

Your residence and life income gifts
For many donors, the equity in their personal resi-

dence represents one of their most substantial assets.
Additionally, it is often an asset that is not considered
when planning a gift to your organization. Donors
can contribute a residence to your organization,
retaining the right to continue living in the house
during their lifetimes (a life estate). The donors

Mr. and Mrs. Jones, both 71, have been com-

ing to your organization for many years and

have a special interest in your mission. In

addition to their annual gifts to your museum,

they would like to give something to help your

organization in perpetuity. The Jones’ have

decided to create a charitable remainder trust

with the gift of $100,000 of appreciated stock

for which they originally paid $10,000 many

years ago. The trust will pay them an income

of $6,000 each year, far more than the 2%

dividend they are currently receiving on the

stock. They will also avoid any capital gains tax

on the $90,000 of appreciation in the securi-

ties funding the trust. Furthermore, they will be

entitled to a charitable income tax deduction

of over $37,000 in the year of the gift. 

Here’s how a charitable trust works:

Ms. Smith, age 75, has been a student of his-

tory her entire life and feels that your organi-

zation is an educational institution worth

supporting. When she learned about the bene-

fits of charitable gift annuities, Ms. Smith real-

ized that she could do something for your

organization in addition to her annual gifts.

Ms. Smith has decided to enter into a charita-

ble gift annuity by giving $10,000 to your

organization. The annuity rate at her age is

7.3%, which translates into $730 per year, and

she is pleased that this will remain constant

during her lifetime. Ms. Smith is also pleased

with the current income tax deduction of near-

ly $4,000 this year.

Here’s how gift annuities works:



receive a current income tax deduction based upon
their ages and the appraised value of the residence.
Capital gains tax is avoided and the donors have made
a significant gift without affecting their current
lifestyle. The residence need not be the donor’s pri-
mary residence, but may be a second home, vacation
home, or farm. 

It should be noted that accepting property can be
risky. There are environmental and legal issues that
must be researched thoroughly. Never accept proper-
ty without consulting an attorney or planned giving
expert. It is customary practice for governing boards,
rather than management, to consider and accept all
proposed real estate transactions, as well as any gifts
that might encumber the organization in any way.

Charitable Lead Trust
The charitable lead trust is a highly specialized

estate planning technique that can be very attractive to
wealthy individuals who wish to benefit your organiza-
tion. Lead trusts are the exact opposite of life income
gifts described above. Namely, they are designed to
provide an income to your organization (and other
charities if desired) for a period of years and then to
distribute the remaining trust assets to the donor or
his/her heirs, typically children or grandchildren. Lead
trusts are very appealing to donors who would like to
transfer significant assets to heirs at a reduced cost in

terms of estate and gift taxes, while also benefiting
charities like your organization. These trusts can also
be structured to provide current income tax benefits
rather than estate tax savings (attractive if a donor has
unusually high income in a given year).

OPTIONS FOR STAFFING

history organization’s development staff
can be as large as several people, or as
small as one. But no matter the size of the
organization, fundraising is an essential

element in the management of a successful nonprofit.
In many of America’s small to medium sized non-

profits, fundraising is primarily the responsibility of
the director or CEO. Often, the CEO depends upon
the assistance of program, finance, and/or administra-
tive staff members to be successful in raising funds for
the organization.

As you can see, negotiating a planned giving
instrument such as a Charitable Remainder Trust
can be a complicated task. Those who are not pro-
fessionals in estate planning, investments and tax law
should never try to talk specifics with potential
donors. If you cannot afford to have a planned giving
professional on staff, you can always hire one as a
consultant or create a planned giving advisory board
with local experts. Finally, it’s always critical to
involve the donor’s advisors in the gift process.

Remember too, that if you are raising funds for an
endowment campaign, investment policies and prac-
tices are essential. You will need to develop an
investment committee to inform your policies, and
to act as stewards of your endowment funds. There
are many options for managing endowment
funds–similar to those of employing a planned giving
professional. You can hire an assets manager, or work
with one of the many financial investment compa-
nies in the market today.
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Mr. and Mrs. Brown, both age 75, would like to

make a significant life income gift to your

organization. They were therefore excited to

learn that they could donate the remainder

interest in their vacation house to your organi-

zation and receive the same benefits as a life

income trust arrangement without altering

their current lifestyle. The Brown’s originally

paid $75,000 for this vacation house and it is

now appraised at $150,000. Mr. Brown is

pleased that they will receive a charitable

income tax deduction of over $73,000 this

year as a result of the gift and Mrs. Brown is

happy that they can continue to use the prop-

erty. Both are thrilled to be able to make such

a large gift during their lifetime.

Here’s how contributing a residence works:
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RESOURCES

American Association of Fundraising Counsel 
www.aafrc.org

American Council on Gift Annuities 
www.acga-web.org/

American Fundraising Institute 
www.afri.org

Association of Fundraising Professionals 
www.afpnet.org

CBS Market Watch (for historical stock quotes) 
www2.marketwatch.com/tools/quotes/historical.asp

Council on Foundations 
www.cof.org

Independent Sector 
www.indepsec.org/

National Center for Charitable Statistics 
nccs.urban.org/

National Committee on Planned Giving 
www.ncpg.org/

PG Calc, Inc. (gift calculator) 
www.pgcalc.com/

Planned Giving Resources 
(includes gift annuity regulations) 
www.pgresources.com/

Planned Giving Today 
www.pgtoday.com/

Statistics of Income (SOI) – IRS 
www.irs.gov/taxstats/Index.html

The Center on Nonprofits and Philanthropy 
www.urban.org/centers/cnp.html

The Chronicle of Philanthropy 
philanthropy.com/

The Foundation Center 
www.fdncenter.org/

The NonProfit Times 
www.nptimes.com/

The Payton Papers 
www.paytonpapers.org
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Ken Wolfe is an attorney and certified public accountant.

He has been a fundraiser at the Colonial Williamsburg

Foundation for the past seventeen years. Since 1986 he

has served as director of planned giving at Colonial

Williamsburg, working with donors who include the

Foundation in their estate planning, either through a

bequest or life income gift. 
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