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1. Why audit?

Many of us leap into fundraising or setting out our fundraising strategy without first
considering our starting position. How did we get here? What's happened with our
fundraising in the past? Which schemes, bids or appeals actually worked and turned into
money and which didn't? How do we compare in the scope, range and success of our
fundraising with comparable organisations? Do we know who are funders and donors are
and why they support us? If we take the time to ask and answer these questions, we're
much more likely to be able to go forwards and create a fundraising strategy that is effective
and delivers positive financial results.

If you are put off by talk of audits and strategies, think of it simply as a journey to
fundraising success by;

e thinking about where you have come from (history of fundraising)

e where you are now (current context)

e what others are doing around you (comparison with how others in your sector or field
are performing)

e where you are heading (what you want to achieve next)

e how you'll get there (fundraising route map)

¢ what you'll need to help you get there (people, £ and tools)

Mission, Vision, Values

Before we start to analyse our fundraising it's important to understand what we're aiming
to achieve as an organisation or as an individual. We can have a clear audit and a brilliant
fundraising plan but it won't make any difference if we're not clear about what we are doing
or what we are trying to achieve in a broader sense. Is there a clear sense of what you do
now (your mission), what you are trying to achieve (your vision), how you'll get there (your
plan) and what will guide you along the way (your values)? Are you fit-for-purpose and can
you make a strong case for support? If you can answer yes to these questions you can begin
an audit but if you can't it would be wise to go back a stage and be clear on the
fundamentals of your purpose and ambition as an organisation. Without that you can't
make a case for support and you'll find it much harder to be an effective fundraiser.

Who can do our audit?

An objective auditor may do a better job than someone that works on the fundraising day to
day. Sometimes it can be hard to open your eyes to all the possibilities if you are amidst all
the fundraising activity and easy to dismiss options that haven't worked in the past. An
external person would be great but may mean investing extra resource that you don't have.
If you can afford it, it will be money well spent but if you can't, consider whether a trusted
volunteer or Board member could lead the process. Another option is to set up a swap with
another arts organisation and audit each other. This not only gives you an outsider's view
but means you could develop a dialogue or network with another fundraising department
that may help beyond this process. Sometimes there is nervousness about sharing with
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others in the sector for fear of donors or funders being poached. Sharing what works, in my
experience, is good for everyone and improves sector standards. You're not handing over
your database of donors, you are sharing and discussing what is working and what isn't and
that can be extremely beneficial with a like-minded organisation.

2. Fundraising and income history
We don't know what we've got until it's gone

As you start the journey you do need to look over your shoulder at where the organisation
has been. All too often | hear of fundraisers starting new roles and not looking backwards.
To do so risks dismissing people, relationships and programmes that could be cultivated to
bring more money into the organisation. People that have already given (individuals,
corporates, trusts or public funders) have an existing relationship or connection with the
organisation and are much more likely to give than people who have never given. We need
to first ensure that interest we already have, or had, is cultivated or reignited. Scour the
accounts, budgets, old programmes and brochures as well as the database. If you are new in
post request a handover to explore and understand the fundraising history with your
predecessor.

Income vs Fundraising

We're referring to this as a fundraising audit but it is worth considering all types of income
(gifts, grants, sponsorship, earned income eg ticket sales, income generated eg room hire,
merchandise) when you review how well you have done in bringing money into your
organisation. Splitting out income into its different types can be really informative as
illustrated in the chart below.

All Income (£000s) 2012/13

M Gifts - 30

H Public Grants -75

B Trust Grants - 65

B Sponsorship -30

M Tickets - 40

® Room Hire -5
Membership -20

Merchandise - 5
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This shows that this organisation is heavily reliant on fundraising and in particular grants,
which account for 50% of their total income. Their fundraising brings in around 71% of their
income, whilst they earn or generate the remaining 29% of their income. There is no hard
rule about how much this percentage split should be; it is more relevant to consider
whether we are taking the right routes to money for our organisation and that we have a
mix of incomes so we are not overly-reliant on one source. As some grant pots shrink, some
organisations jump to put up their hire rates or ticket prices to meet the shortfall but this is
not always wise unless markets and audiences can bear these increases. If you are working
in a disadvantaged community, putting up ticket prices will just mean the people you are
there to inspire won't be able to afford to visit.

It can be very helpful to assess income in this way over a number of years so you can
compare and contrast how things have changed. Put the charts side by side and see what
trends, similarities and differences you can spot.

What has grown? What has decreased? Can you pinpoint why this is? What types of
fundraising or income generation have been working well and which have not? What is
your track record in fundraising as an organisation? What does it tell you about where you
should go next?

3. The Current Approach to Fundraising

What are you doing now?

After you have taken stock of your fundraising history, you can turn your attention to the
current approach. What do you focus your fundraising energy on now and is it the best use
of the resource you have? Consider what you do well and how you can build upon it.
Consider where you have weaknesses and if they can or should be addressed. In a small
organisation with a limited resource, not every type of fundraising will be feasible. Think
about the return on investment for the fundraising you are doing. Consider the quickest and
easiest route to money if you need to improve cashflow fast BUT bear in mind you will need
sustainable income sources if you are to move away from cashflow dramas. Try to balance
the long-term financial objectives (eg diversifying income, building relationships and
partnerships) with short-term cashflow need (volume of grant applications and ticket
targets). Bear in mind that certain types of fundraising (sponsorship and individuals) may
take longer to research, identify and convert if you have no connections or history in these
areas. Grant givers, both private trusts and public bodies, have money already committed to
helping arts organisations so your job could be easier here than convincing a company who
does not really understand arts sponsorship or has not undertaken it before.
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How are you selling your organisation?

Do you have a clear sense of your case for support and how you communicate it to a range
of supporters? Can you offer a mix of opportunities to give different types of funders or
donors appropriate ways to support you? Someone may be unable to give you a large one-
off donation but would consider a monthly direct debit, which may equate to a similar
amount but given over a longer period. This could be better for your cashflow and allows
you to build a stronger relationship with them over time. Funder interest can cover
everything from schools engagement programmes to behind the scenes director dinners,
supporting emerging artists to platforming new work. Do you have a range of offers and are
you presenting them in the most appealing and imaginative ways? We're all about creativity
and passion in the arts - make sure you use this in the way you present your partnership and
funding opportunities. It can make a world of difference to the results you'll get.

What do your supporters think?

Do you understand why people support you? Have you asked them? It can be really useful
as part of an audit to ask a sample of donors and funders why they support you and how
you could improve your offer and/or relationship with them. Not only will they feel valued
and listened to but you will hopefully gain some real insight about what you are doing well
and what you could do better. It may also deliver some useful evaluation feedback and/or
highlight some monitoring and evaluation gaps you need to fill. If you do ask for feedback,
make sure you act on it! There is nothing more disheartening for a donor, if they have taken
the trouble to tell you how they would like to see things changed, than to come away
feeling their views were ignored. Even if their suggestions aren't right for your organisation,
at least make sure they know you have listened to them and considered their views.

4. The opportunities

What is happening outside of your organisation?

Once you have considered the strengths and weaknesses of what is happening internally,
consider the wider arts landscape and what is happening with fundraising in comparable
organisations. Are there trends or patterns in fundraising that you should consider? Why are
others succeeding where you are not? It is not a case of trying to copy what others are
doing, more to get a clearer picture of fundraising in your sector and whether there are
opportunities you are missing out on that could work for your organisation. How do you
benchmark against others? If comparable organisations are charities, you can search for
their accounts on The Charity Commission website, which may breakdown their income by
type and give you a sense of their turnover and core costs. It will also allow you to compare
your fundraising growth year on year with theirs. Annual reports may also analyse their
income by type and discuss trends and movements in financial activity.
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Look beyond

There is a lot of great fundraising and income generation going on outside of the arts. Look
for best practice case studies and examples in the wider not-for-profit sector eg Fundraising
UK and NCVO and in the university sector, where individual fundraising campaigns are
leading the way in best practice and breaking donations records. If you are particularly
interested in exploring membership schemes look at some of the American arts
organisations such as New York Live Arts whose membership levels are not your standard
Gold, Silver and Bronze but Co-conspirator, instigator, activist and muse or The Whitney
Museum where you can curate your own membership or join Whitney Contemporaries, an
exclusive group of young arts patrons.

Lay out your options

Once you have established and understood your fundraising history, assessed your current
activity and considered the external fundraising landscape, you are in a much better
position to consider your options and pick the right ones for your organisation. Have a team
session with key staff, as well as relevant board members, and volunteers if appropriate, to
lay out the options open to you and consider where next. Try to focus on where there could
be money for you rather than how you will get it at this point. If comparable organisations
are raising 50% of their income from trusts, don't dismiss trusts because you don't have a
trust fundraiser at this point. Keep focused on your bigger ambitions for the organisation
and explore all options to get there.

5. Capacity and tools
What do you have and what do you need?

Once you have a sense of which fundraising types or routes the organisation stands most
chance of success in, consider who is best placed to develop these routes. What roles and
resources do you have now? Are you using them in the most efficient ways? Some staff or
board members may be great bid writers but nervous speakers. Try to play to everyone's
strengths.

If you think trust fundraising is a good avenue for you to explore, consider how much
research you'll need to do before you start and how many applications you'll need to be
submitting to reach your target. Who will do this work?

Without getting too scientific, try to split out your time into what types of fundraising
activity you are doing and what the corresponding return is. If you are spending 60% of your
time on searching for and servicing corporate sponsorship but it is only delivering 10% of
your income - simple maths will tell you something is not right here. If you are spending 1
day a week on trust applications but this area of fundraising is delivering 80% of your
income, consider whether a great focus of resource here could result in higher returns and
more efficient use of your staff resources. Many larger organisations can afford specialist
fundraisers in relevant areas but if you don't have that luxury, consider where your time and
energy is well spent for the best returns.
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Also consider how much time fundraising will take. Many charities work on a 10% rule so a
Trust Fundraiser being paid £25k would be expected to bring in £250k a year. This is not a
standard rule and will depend on the type of charity and type of work but it can be helpful
to think about it in this way. If you are an Artistic Director and also have to do fundraising,
you need to be realistic about how much money you will generate if you are only
fundraising for one day a week. Fundraising works when five key ingredients combine;
strong organisation/idea, communicated passion for that organisation, effective research
prior to fundraising, good fundraisers and TIME to do the fundraising.

Many people don't leave enough time to do it! A lot of it is about grafting away to get the
results so don't underestimate the time it takes.

Many arts organisations have willing fundraising support in the form of both Trustees and
volunteers; consider how these extra pairs of hands can have most impact. If you have a
friends or members scheme, consider whether this can be run by the volunteers
themselves. Working at the Barbican many years ago | was always impressed with the way
the LSO Friends programme worked. Whilst | would be running around with my team
looking after sponsors in three different receptions, their Friends receptions would be
running smoothly and calmly with minimal staff involvement as the Friends themselves
organised and ran everything.

As a Board Member myself, | find my most useful role is often as a fundraising sounding
board on strategy or individual bids or applications. The Board are not there to run the day
to day but to support you to do it so don't be afraid to tell them where they can most
usefully help with fundraising. A second pair of eyes on an application can be invaluable.

As well as capacity it's also important to consider what tools you need to do the job
properly. Do you have an effective and easy to use database? A lot of potential interest can
be wasted if you don't manage your records well. Do you have the right tools to promote
what you do (online, schemes, programmes, brochures etc)? You wouldn't go to an
interview without your CV or references so don't go looking for supporters without the
information and ammunition you need to convert a donor.

6. Communications and fundraising

Many successful arts organisations seem to have their marketing and fundraising working
seemlessly together. This is not an accident. Your own marketing/PR machine that is
continually churning out good and interesting news will do wonders for your fundraising.

Some organisations with impressive branding, image, consistent tone of voice, online
dialogue and press and media coverage will find funders and donors need less persuading to
commit as they're already aware of what they are doing and trying to achieve. In smaller
organisations marketing and development are brought together, they don't share exactly
the same skills sets but they do have the same endgame - to get as many people as possible
interested in and connected to what the organisation is all about - whether they end up
buying a ticket or making a donation. Some types of fundraising are all about the audience
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