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Summary 

This paper discusses new gift planning techniques and financial structures that were created based on successful 
finance and business models. These techniques can enhance fundraising by connecting with donors in language they 
understand and enabling donors to make larger gifts.  In addition to the specific techniques, the paper makes a case 
for organizations and gift planners to innovate to meet the needs of the current philanthropic marketplace. 

Changes in the philanthropic marketplace 

Much has been written about the changes in philanthropy.  We find ourselves in a time of growing commitment to 
philanthropy, a generational shift of wealth, and increasing demand for organizational accountability.     

While overall dollars to American charities continue to increase, so do the demands that those charities operate in a 
business-minded sense.  The 2006 survey of wealth and philanthropy in the The Economist points clearly to the new 
discourse: 

Philanthropists now talk about “social investing”, “venture philanthropy”, 
“social entrepreneurship” and the “triple bottom line”.  This new approach to 
philanthropy is “strategic”, “market-conscious”, knowledge-based” and often 
“high-engagement”, and always involves maximizing the “leverage” of the 
donor’s money.1 

Philanthropy is also getting more business-like.  Donors use on-line tools to evaluate their giving.  Charities take 
management lessons from the for-profit world.  Even management guru Jim Collins, author of the best-selling Good 
to Great: Why Some Companies Make the Leap… and Others Don’t, published a companion monograph, Good to 
Great and the Social Sector.  For all these reasons, and more, it is important for gift planners to adapt business 
models to meet philanthropic demands. 

New Paradigm in Gift Planning 

As philanthropy shifts, so does gift planning.  Fewer and fewer organizations expect that there will be a planned 
giving expert in the corner – with direct access to major donors and a body of secret knowledge. While the number 
of people involved in gift planning has increased, there are fewer specialists.2 More and more, gift planners work 
with, or are also, major gift officers, development directors, and campaign strategists.   

These gift planners are also not only the only ones with access to information about gift planning or selling 
traditional planned giving vehicles.  As noted by the National Committee on Planned Giving: 

An increasing number of planned gifts are being structured by professional 
advisors, and charity is very often not included in these conversations. 

Many donors are seeking technical advice from professional advisors, who are 
not necessarily better informed or more technically proficient than in the past.3 

In the era of increased knowledge and competition, some might ask what is the distinct role of the non-profit gift 
planner.  A crucial role remains – to match the philanthropic objectives of the donor with the needs of the 
organization.  Professional advisors have the financial interests of their donors at heart; gift planners can bring the 
knowledge of the programmatic and financial needs of the charitable world, and their ability to understand a donor’s 
philanthropic intentions and match that with organizational needs.  



Samers/Fisher 2 

Changes Needed to Address the New Paradigm 

In order to meet these needs, and to implement the following techniques: 

• Binding agreements and testamentary pledges are essential; 

• Gift planners need to be able to negotiate with donors; and, 

• Organizations must pay significant attention to compliance.  

Binding agreements are essential  

Solid, binding pledge agreements, testamentary pledges, or a combination thereof enable organizations to package 
gifts and plan with the confidence that the gift will be funded4.  This is especially important when dealing with 
“mega-gifts,” or when combining financing methods as discussed below.  Binding agreements have been proven to 
stand up legally in most states.  They can also be used as an example with other donors in conversation and 
solicitation. 

Binding agreements allow those organizations that use the generally accepted accounting principles of the Financial 
Accounting Standards Board (FASB) to count the dollars pledged.  This allows for a more accurate count of 
organizational finance and enables a Gift Planner to better show the organization the impact of his/her work with the 
organization. 

Gift planners need negotiation skills 

In a world in which donors come often come to the table with knowledge of gift plans, and/or very specific idea of 
what they would like to fund and how they would like to fund the project, gift planners are often in the position of 
negotiating with donors on behalf of the organization.  Again, the days of the planner as the “expert” and the donor 
acquiescing to that expertise are largely over.  Fundraisers need to know how to actively listen to donors and 
respond.  Importantly, they need to know when to say yes and when to say no; there are times when a gift is not in 
the best interest of an organization, and the gift planner or major gift officer needs to have the ability and 
organizational support to turn away a donor when a gift either does not enhance the mission of an organization or is 
not fiscally advantageous for the charity.  

 

Focus on compliance 

Donors and donor agreements are becoming more sophisticated.  Donors are asking for more accountability and 
reporting, and need clear and consistent messages of how their funds are being used and the results achieved.  To 
ensure compliance, larger organizations should have compliance departments; smaller organizations should have 
board members and/or professionals with the time and knowledge to focus on compliance issues.  Complying with 
agreements is good business practice and good “moves management.”  Many a subsequent donation or ongoing 
relationship is spurred by a report on a past contribution. 

Business Techniques  

Below, a number of specific techniques are outlined.  Each technique has an example that assumes a 5% spending 
policy.  Many of the examples use a $1 million endowment for ease of explanation, but the techniques can be used 
for gifts of any size.  In most cases, a binding agreement is required.  

In many of the techniques outlined, a concept was taken from the business world and a philanthropic equivalent was 
created.  The comparison in the headings below outlines both the business title and the philanthropic title. 

Before going into the specific techniques, it is important to note that they are just that, techniques.  While the 
mechanics of gift planning and sales are important, what is essential is relationship, stewardship, and move 
management.  Donors are, first and foremost, people with complex desires and motivations for giving.  The focus of 
this paper is not relationship building, but the authors strongly note that all conversations about tactics should be on 
the firm base of relationship and knowledge of the donor’s interests and motivations.  As one motivation is often a 
naming opportunity, many of the examples address this and other possible options for recognition. 
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Financing Techniques 

Balloon Loan / Virtual Endowment 

A balloon loan, also known as a “bullet loan,” is one in which the interest is paid annually and the principal is due at 
the end of the loan.  In a virtual endowment, a donor provides contributions equivalent to the annual cost of a 
specific project, and then, like a balloon payment, funds the endowment with a future gift.  This enables a donor to 
feel the impact of their gift during their lifetime, while at the same time allowing them to fund a gift larger than they 
might be able to with the funds they have immediately available.   This program also allows the charity to begin the 
program immediately, before receipt of the endowment principal. 

Example: 

Mary Smith wants to fund a program at a camp for children with disabilities.  The program costs $50,000 per year.  
Each year, Mary would gift $50,000 for the program and get an immediate naming opportunity.  She would get to 
visit the program and see the impact of her gift during her lifetime.  When her estate matures, Mary would gift the 
$1,000,000 endowment principal, ensuring that the Smith Family camp program would exist in perpetuity. 

Home Mortgage / Mortgage Endowment 

In a traditional mortgage, a homeowner pays both interest and principal in current time.  As time passes, more of the 
payment is directed towards the principal of the loan.  In a mortgage endowment, the donor makes current gifts 
which pay the current operating costs of a project and begin to build an endowment for the future.  In this way, the 
donor simultaneously pays the “interest” (the current expenses of a project) and the “principal” (the endowment).  
As in a home mortgage, the initial payments will be more of the current expenses, and as the endowment grows the 
donor’s gifts will increasingly fund the endowment. 

Example: 

Joe Nicholls wants to create an endowment to fight hunger.  At the same time, he is concerned about the immediate 
needs of hungry people in his community.  Joe decides to fund a soup kitchen at project that costs $25,000 per year.  
Joe will give $50,000 per year to this project.  In the initial year, $25,000 will go to the immediate costs and $25,000 
to the endowment.  As the endowment begins to grow, funds will spin off for the soup kitchen enabling more and 
more of Joe’s annual $50,000 gift to go towards the endowment. 

Lease / Limited Time Project 

An automobile lease allows someone to drive a car for a limited amount of time without paying the principal of the 
car.  A limited time project allows a donor to fund a larger project for a limited time.  This technique works best 
with donors who are interested in seeing the impact of their giving in their lifetimes and are less concerned about a 
permanent naming opportunity.  It relies on the organization being cognizant of limited time funding and creating 
future plans for the sustainability of the project. 

Example: 

Len Lou wants to fund a scholarship at his alma mater.  The scholarship costs $50,000 per year.  Len is not able (or 
willing) to fund a $1,000,000 endowment at this time, nor is he willing to commit to the endowment in the future.  
Len agrees to create the Lou Scholarship for a period of ten years.  He gifts $50,000 per year for 10 years.  At the 
end of the period, the opportunity to name and fund the scholarship will revert to someone else.   
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Private Equity Fund / Family Endowment 

A Private Equity Fund is a pooled investment vehicle.  Similarly, in a Family Endowment, a family of donors can 
become involved in a project and can invest together to “buy” a project or series of projects bigger than an 
individual donor could create by him or herself.  Each family member can contribute at a level that is comfortable 
for himself or herself, allowing an individual feeling of ownership and group family recognition.  This idea could 
either function as an endowment in which the spending is targeted on a periodic basis or as a pledge which becomes 
payable upon the family selecting a project. This also enables the head of the family to feel as though their children 
and grandchildren are engaged in a meaningful philanthropic enterprise. 

Limited Partnership / Matching Grants 

Matching grants are used throughout the philanthropic world in annual campaigns, but they have been a largely 
untapped source in major gifts.  In order to use the technique in major gifts, a charity would need to find someone 
who is willing to be a “limited partner” in those gifts and to give the recognition credit to the partner. 

Example: 

Arthur Nolin has given to a children’s home for many years, has served as president of its board and is already 
recognized with his name on one of the residential buildings.  Arthur has additional philanthropic capacity and is 
concerned with getting more major gifts at the home.  The home has many naming opportunities at the $200,000 
level.  Arthur gifts an additional $1,000,000 to the home, which is divided into 10 matching gifts.  Ten donors now 
can be honored for a $200,000 gift with a donation of $100,000. 

Reverse Mortgage / Use of Other Charitable Assets 

A reverse mortgage allows an individual to be provided for with the existing asset of their home.  In the same way, 
any of these techniques, and others, could use existing assets to provide for the charity.  For instance, a project could 
be funded with the combination of the funds from a charitable gift annuity and a bequest.   

Dynasty Trust / Charitable Remainder Trust - Lead Trust Combination 

The estate planning community has come up with numerous complicated plans to ensure perpetual trust. A dynasty 
trust is just one of these sophisticated vehicles. Charities should also think about ways to use complex plans to 
ensure that a family’s philanthropic legacy lasts in perpetuity.  One example is to use the remainder of a Charitable 
Remainder Trust and a Lead Trust and extend the timeline of a donor’s philanthropic legacy. 
 

Sales Techniques 

Contracts / “Lock in your price now” 

Often, a donor will be interested in a project and want to fund it as a bequest.  However, as the years go by, the price 
increases.  An organization can offer this donor an opportunity to “lock in the price” at today’s dollars for the 
opportunity to name the project in a bequest.  Obviously, an organization can only do this when they are confident 
that any additional funds will be available to pay for the project.  This approach is more challenging with young, 
healthy donors. 

Layaway Plan / Charitable Down Payment 

A layaway plan allows a buyer to make payments towards a retail item.  The charitable down payment also allows a 
donor to lock in the price of a project and to be recognized for that project, while limiting some of the risk to the 
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organization.  In this scenario, a donor makes an up-front payment; this payment begins generating interest and 
grows until the death of the donor, at which time the estate provides the remainder of the original cost of the 
funding.   

Trade-ins / Philanthropic Upgrade 

Some donors may be hesitant to make a donation for a project now, thinking that perhaps in a period of time they 
will be able to make a larger contribution, to support a larger project or for higher level recognition.  At the same 
time, fundraisers want to continue to cultivate a donor following their gift.  One way to do this – offer “trade-ins” – 
allow donors to use the cost of their prior gift to be used towards their new gift.  This proposal works best with 
organizations that have other sources of funding or do not necessarily need the first gift to continue funding a 
project.   

Example: 

Halfway through his commitment, Len Lou, from above, decides that what he would really like to fund is not a 
scholarship at $50,000 but a $100,000 professorship.  The trade-in would allow him to apply the original $50,000 
and the remainder of his $50,000 payments to the professorship, gaining a naming opportunity for the professorship 
and losing the naming rights to the original scholarship. 

Sales / Philanthropic Pricing  

Donors, regardless of income level, often like to feel like they are getting a “deal.”  Fundraisers who offer benefits 
or promotional material with a gift understand this.  Below, examples of ways to use sales techniques in fundraising: 

• Pricing:  Philanthropic gifts can use the price points of the marketplace.  For instance, why can’t that 
million dollar endowment cost $999,999? 

• Donors can be told that pricing can go up, and that this is the time to make their donation is now.  A gift 
planning example of this is with annuity rates.  Donors can be told in advance that annuity rates are going 
to decrease, and that this is the time to make their contribution. Another way to use this concept is when a 
donation tied to a naming opportunity is going to increase; for instance, right before a university raises the 
amount needed to endow a chair. 

Exchange Traded Funds / Repackaging General Funds 

The financial world, looking for more products, repackaged mutual funds and index funds, and created ETFs, 
Exchange Traded Funds.  In the same way, charities can look at their general funds and create additional options 
with twists in current names or packaging.  For instance, an annual campaign could be repackaged as “The 
Campaign for the Community.”  

Bringing Business Thinking to your Organization 

As this paper has tried to exemplify, there are many potential opportunities to bring business thinking to your 
organization.  Below are some additional possibilities inspired by business models:   

Some examples: 

• Social Networking:  

Social networking sites allow users to communicate with friends, family and colleagues using virtual 
platforms.  Non-profits have adopted this technology in such innovative ways as: 

o The many organizations that are conducting research and raising funds with a presence in the 
virtual world Second Life. 

o The youtube video advertisement created by birthright israel and jdub records 



Samers/Fisher 6 

o The University of Texas Donor Direct program, which is using social networking and internet 
communications in lieu of thank you letters as a way to engage donors. 

• Infomercials: 

Consumer product companies and religious charities have used television infomercials as a way of enticing 
new customers to their products.  Non-profits could: 

o Create infomercials for specific charitable products, such as charitable gift annuities, or for your 
organization. 

• Shrinking newspapers: 

In order to meet the changing economic demands of the newspaper business, many papers are getting 
smaller.  Still others, like the Christian Science Monitor, have begun moving away from paper altogether.  

o Change organizational marketing from long newsletters to electronic communications and shorter 
print materials, as many major newspapers have begun to do. 

• Remanufacturing/ reusing materials to create new products: 

Many organizations refurbish older products for resale or recycle the materials into new product.  In a 
similar vein, charities can: 

o Remarket old donor stories and using them in new materials, similar to remanufacturing and re-
using materials to create new products. 

• Computerizing Systems: 

Just as business has shifted towards using technology when it proves to be more efficient, so can 
organizations: 

o Focus development professionals’ time on cultivation and stewardship – jobs that need human 
interaction; use computer for jobs that can be done more efficiently by machines- calculations, 
sorting information, etc. 

• Corporate Recognition:  

Each year steel company Nucor recognizes every on of its employees on its annual report5, recognizing the 
importance of all of them to the company.  Organizations should: 

o Explore ways to recognize all donors and/or employees, and consider ways to recognize donors at 
all levels. 

• Peer-to-peer (P2P)  

Peer-to-peer networks allow direct connections between producers and consumers, or between potential 
business partners, without the involvement of third parties.  Non-profits could: 

o  Create ways for peer-to-peer information networks and business models within your organization.  
For instance, perhaps there is a way to connect the legal and financial advisors directly with 
donors or to build small scale consumer-producer models6. 

• Anchoring Errors: 

An anchoring error occurs when a person relies on (or anchors to) one piece of information above others 
when making decisions.  Charities should: 

o Analyze your workplace for anchoring errors.  For instance, in Planned Giving departments, many 
people assume that a single older woman is interested in a gift annuity.  However, by listening 
carefully to the donor, the development professional can create the most appropriate plan for her 
individual needs.   

• Mathematical analysis and algorithms 

Businesses use complicated mathematical analysis and algorithms to determine business strategy, customer 
base, locations, and more.  So can non-profits: 

o Strategically analyze donor databases and target mailings.  Develop computer simulations to test 
your organizations philanthropic assumptions. 

• Reconsidering the lines between business and philanthropy: 

Google.org, the philanthropic arm of Google, has reconsidered the definition of philanthropy and has 
several projects which invest in for-profit companies that are bettering the world.  In the same way, 
charities can begin to: 
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o Re-think the boundaries between for-profit and non-profit as micro-lending programs operating in 
both arenas have done.   

o Discover the core competencies of your organization and see if there is an option to create for-
profit ventures for your organization. 

Conclusion 

This article describes many new techniques which can benefit charitable organizations.   More importantly, it 
recommends that fundraisers and organizations look towards business models to explore new products and 
marketing and sales techniques.  Already, organizations are looking toward the internet strategies of business and 
exploring social networking, online auctions, and targeted marketing campaigns.  By paying close attention to the 
world outside of philanthropy and using creative financing and marketing techniques, charities can embrace the 
changes in the philanthropic marketplace and have them work for, not against, them.   
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