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When your development director mentions the funding opportunity at a meeting, pulses quicken. The donor’s
name rings out. It's a large corporation that’s made several major grants recently to organizations your team
knows. The company has a reputation for funding innovative, boundary-breaking nonprofit projects, and asking
for data-verified evidence of impact.

Your team has been toying with the idea of launching a new service that’'s adjacent to your current offerings,
but outside your expertise. Community data shows the need is there. Your visionary CEO wants to jump in, but
several senior leaders fear your organization isn’t the right one to provide these services.

Will this new donor provide the missing piece to help your nonprofit launch a new service that will expand your
reach and deepen your community ties? Or will chasing this money pull you away from your mission and
community into projects you can’t deliver well—topped off with a heap of new paperwork?

Since the beginning of philanthropy, nonprofits have had to weigh tough decisions about whether a possible
funding source is worth the risk. Many nonprofits are having more of these conversations now, with drastic cuts
in_ nonprofit funding and burdensome, confusing executive orders. Numerous leadership and board meetings
include serious discussion about funding possibilities teams would have automatically dismissed as too risky a
few years ago.

In those initial moments of excitement—or fear—it can be difficult to know how to evaluate the upside and
downside risks a new funding opportunity presents. But while every funding opportunity is different, a simple
framework can help you evaluate the risks of them all. We offer guidelines you can use or adapt to guide your
team through challenging decisions about funding. You can use them to evaluate a variety of opportunities,
from corporate partnerships to foundation support to individual donations to whether to host a new fundraising
event. We can’t supply the answers, but simple question prompts can help your organization reach the best
decisions for your needs and circumstances.

A Framework to Evaluate Fundraising Risk

Here’s a flexible fundraising risk evaluation framework to customize for your nonprofit.

Alignment: Does this funding opportunity benefit our mission, strategy and goals, or pull us away from them?
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Questions to consider:

e Does the funder share our values? What makes us say so? How thoroughly have we investigated our
assumptions about that?

e Which strategic goal or priority could/would be bolstered by pursuing this opportunity? Are there potential
downsides or unintended consequences (e.g., drawing the team away from focus on multiple priorities)?

e |f this is an internal opportunity (adding a new fundraiser, etc.), do the event type and purpose reflect our
mission and values?

e What long-term benefit would this opportunity provide our clients and community?
Readiness: Do we have the resources to meet the demands of this funding opportunity?

e What do we understand this funding opportunity requires of us in terms of programming, reporting,
communication and more? What are the ‘unknowns’ we could discover?

e Does our staff have the time to do the additional work this funding opportunity would require? What new
systems or expertise might be required? How can we obtain them? How would those systems or expertise
benefit or cost us beyond this relationship?

e What could we stop or pause doing to make room for this new endeavor? Would that be an acceptable
tradeoff?

Money: What would it cost us to pursue and participate in in this funding opportunity, and how much financial
benefit would it bring to the organization?

e What are our upfront costs for this funding opportunity (new systems, staff time)?

e What is our expected financial return or potential loss? What is a reasonable range (from loss, to breaking
even, to possible net income)? What is our contingency plan if the return is less than expected?

e How reliant will we become on this funding opportunity? Are we within our level of comfort for support on
one funding source?

Consequences: What unexpected downsides could result from pursuing this funding?

e What are the explicit terms of this funding? What are possible unspoken or implied expectations? How
difficult would those terms be to comply with? What might be the unintended consequences of complying
with them?

e What are possible legal and regulatory implications of accepting this funding? Are we prepared to
address them?

e How would our constituents (clients, community, board, partners) view us if every detail of the terms of
this relationship or funding opportunity became public tomorrow?

e How could we continue this work if this funding suddenly disappeared? What would be the consequences
of losing the support? How might we plan for those consequences?

Go Beyond Urgency

You know the dance. Maybe your development team hears about the funding opportunity through word-of-
mouth. Perhaps an RFP hits your inboxes. A corporate giving executive you know—or one you don't—wants to
meet. A contact card comes in from a fundraising event with a name you’ve been trying to get a meeting with
for years: | want more information. Wherever the lead comes from, you swing into action: researching the
person or organization, drafting talking points for the conversation, considering what an ask might look like.

Nonprofits have a history of treating funding opportunities with urgency. Funding opportunities have never been
unlimited, and as the pool of funding for nonprofits ebbs and flows, a sense of scarcity and competition can
arise. For many nonprofits, the fundraising train never stops.

Urgency can be good—to a point. It can help our organizations achieve and maintain momentum. But when
urgency overshadows critical thought about whether to pursue an opportunity, the risk of pursuing funding that
doesn’t align with your mission increases. You might overestimate how well a funding possibility fits with your



mission. You might be too generous in your assessment of how ready your team is to do the work a funding
opportunity requires, including the costs and staff time to apply or compete for it. And you may underestimate
the reputational risk a donor or company presents, including the risk of a partnership that—even if the donor or
organization brings no controversy—simply doesn’t fit community needs.

A smart fundraising risk evaluation framework goes beyond mere caution. It helps you evaluate how ready your
organization is to go the distance on a funding opportunity, and how well it would suit your mission and benefit
all parties to do so.

Your nonprofit likely has fundraising approaches you’ve used for a long time. Some of those approaches may
work well for you. Others may feel limiting or frustrating. The framework can help—but only if you use it! Your
team will probably need some time to incorporate the fundraising risk framework into decision-making. Here are
some ways to work it into your process.

e Include the framework as a checklist for discussion in the fundraising team, senior leadership team, or
committee meetings where decisions are made.

e Document how you used the framework and the decisions you made in your CRM, meeting minutes, or
wherever you keep track of important fundraising information.

e Practice! As you use the framework, note what you like about it and what may not feel quite right for your
organization. Make any needed adaptations to the framework to make it work for you.

e Talk about the framework. Explain it to top leadership, board members, and even funders, and share how
it factors into your decisions.

Good Decisions Don’t Dodge Risk—They Weigh It

All fundraising decisions carry potential downsides, upsides, and consequences. That can make them feel
weighty. They are—but a thoughtful, flexible framework helps your team carry that weight with confidence. As
you use the framework, we hope you’ll find that your team’s confidence in decisions about pursuing or
accepting funds will grow. The framework doesn’t guarantee you’'ll make the right decisions every time, but it
should help guide your team toward a decision that reflects your values. That’'s a process you can learn
from—no matter how it plays out—and replicate what works.
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