Benchmarking the Fundraising Performance of UK Charities
Introduction

The cost of fundraising and its effectiveness are issues of increasing importance in today’s non-profit sector. There is increasing public scrutiny of charities and how they spend donors’ money while the parallel extension of commercial business practices into the non profit sector has brought with it an increasing interest in benchmarking and other performance measurement tools.

Measuring fundraising effectiveness properly is thus critical to organisations on two fronts. From a financial stewardship perspective, we need to ensure that our fundraising is as efficient as possible. From a public relations perspective we need to be able to demonstrate this to our donors and our other stakeholders.

There are many problems to be overcome in objectively judging our performance relative to other non-profit organisations.

What is the purpose of benchmarking?

Very many charity managers are used to being asked questions by board members, donors and other stakeholders about the performance of the charity’s fundraising. Typical questions include:

· How does our fundraising compare with our competitors?

· How do we know we are as efficient as we can be?

· How does our return on investment on each form of fundraising compare with other charities in our sector?

· What should our return on investment be?

· Why do we spend so much more on fundraising than charity X? 

These are very important and valid questions. However, they are very hard for most charities to answer. Comparing the fundraising performance of individual charities with other charities and with industry norms is complex and fraught with methodological difficulty.

Cost of Fundraising ratios

The most obvious method of judging fundraising efficiency is the ratio of fundraising expenditure either to total income or to total expenditure as reported in a charity’s annual accounts. 
This is the figure that charities in the UK and Ireland tend to use when communicating with the general public. This might be because it portrays their performance in a relatively favourable light. A significant proportion of charities obtain the majority of their income from government or other institutional sources often in the form of contracts. This income is relatively efficient to raise in terms of fundraising costs and therefore organisations with a high proportion of this type of income tend to have low ratios of fundraising costs to total income.
An example of a charity with this income is the leading UK children’s charity, Action for Children.

Table 1 shows the charity’s income and expenditure according to its 2007-08 public accounts in £ millions.

Table 1: Action for Children Income and Expenditure 07-08

	Category
	Income 
	Exp

	Voluntary
	16.18
	7.37

	Trading
	2.79
	2.61

	Investment
	3.10
	0.07

	Charitable activities
	183.60
	189.11

	Other
	3.89
	0.73

	Total
	209.56
	199.89
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Chart 1: Action for Children income and expenditure by category

The charity spent £7.37 million on generating voluntary income (fundraising). This represented just under 4% of the charity’s total expenditure in that year, a very modest proportion. But the vast majority of the organisation’s income was from “charitable activities” which in the confusing definition of UK charity accounting means in this case essentially government contracts. Comparing voluntary income 
It can be argued that a fairer indicator would therefore be the ratio of income from fundraising activities compared to fundraising costs. This is the cost of fundraising ratio (henceforth CFR). In the example of Action for Children, this would be represented by voluntary income received in the year divided by the cost of generating that income as a percentage. This is therefore £16.18 million divided by £7.37 million, or 46%.
So calculated in two different ways, Action for Children’s fundraising ratio for that year was either 4% or 46%. Does this mean Action for Children is efficient or inefficient in its fundraising? 
From the above figures we have no real way of knowing. Because the figures in the published accounts are only one part of the story
.

The first issue is that the definition of what is a fundraising cost is not necessarily clear cut. If a charity sends you a letter in the post asking for a contribution, you would probably expect that the costs of doing so would all be categorised as fundraising costs.  But if the charity is, for the sake of argument, an organisation working to prevent heart disease, the letter might be accompanied by a leaflet describing the causes of heart disease. Would the costs of producing the latter be fundraising costs or be part of the charitable expenditure of the organisation? If the latter, how are the postage and list purchase costs of the mailing be apportioned between the two types of activity? Charities make these kinds of judgements all the time and, with the approval of their auditors, can easily come up with different answers to these questions. The figures that are reported in annual accounts will be after potentially quite complex adjustments have been made to deal with this sort of issue.

There are other problems with using a simple overall ratio for judging fundraising efficiency. All charities do not raise money in the same way and all causes are not equally attractive. 
A charity which serves and/or raises money from a specific constituency and which has relatively privileged access to that constituency is likely to have lower fundraising costs. The classic example of this is a charity serving a particular faith group, able to use the place of worship as a way of accessing supporters. 
A comparison between two respected British based international development charities, Tear Fund and Action Aid exemplifies this point. The organisations have very similar income levels and do similar charitable work in developing countries. However, Tear Fund is a Christian organisation with a base in and strong support from evangelical churches while Action Aid is a non denominational charity fundraising from the general public.
Table 2 shows the comparable fundraising income, costs and ratios (Figures are for financial years 2007 and 2007-08 for Action Aid and Tear Fund respectively).

Table 2: Action and Aid and Tear Fund cost of fundraising ratio (CFR) compared 07-08

	
	Voluntary income (£m)
	Fundraising exp
(£m)
	CFR

	Action Aid
	56.95
	10.01
	17.58%

	Tear Fund
	60.01
	4.95
	8.25%


Is Tear Fund’s fundraising more than twice as efficient as Action Aid’s? Almost certainly not. They simply have different ways of fundraising and a different profile of support.

Charities with significant legacy income will also show lower fundraising ratios than charities which lack this income source. Legacy income is incredibly cost-efficient with a cost of fundraising ratio of typically 5% or less if legacy income in a year is divided by legacy expenditure in a year. A moment’s thought will reveal that this is a meaningless comparison, however. None of the income received in a given year from legacies is a result of expenditure on legacy fundraising that year. Legacy income is best understood as the dividend today on past investment in fundraising and awareness raising by the charity. It is the charities who have been established for very many years which have significant legacy income. The simple mechanics of this income source mean that it is unlikely any charity which has been established in the last thirty years will have any significant legacy income.

The following analysis shows how significant legacy income can be to a charity’s cost of fundraising ratio.

Chart 2 compares the calculated cost of fundraising ratio (from 2007-08 audited accounts) for three UK charities; WWF, Cancer Research UK (CRUK) and Battersea Dogs and Cats Home (Battersea),
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Chart 2: Cost of Fundraising ratios compared for Battersea Dogs’ Home, Cancer Research UK and WWF-UK
On this analysis, Battersea Dogs and Cats Home has by far the lowest cost of fundraising ratio at 8%. Cancer Research UK’s ratio is 22% and WWF is 27%. But these results are strongly  influenced by legacy income. When legacy income is excluded from the cost of fundraising equation, the results are very different as can be seen below.
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Chart 3: Cost of Fundraising ratios compared for Battersea Dogs’ Home, Cancer Research UK and WWF-UK based on income including and excluding legacies 
WWF which has the highest cost of fundraising ratio (27%) has the lowest cost of fundraising ratio excluding legacy income (37%). Battersea’s ratio with legacies was 8%, excluding legacies it rises to 75%.

Again the point is not whether these ratios are high or low. It is that we are clearly using one methodology to compare different things and it is no surprise that the results are not particularly helpful.

All charities are not equal and all causes are not equally popular. A charity working with ex-prisoners may find it more difficult to raise money than a charity funding cancer research. A charity with a strong consumer brand will probably find it easier to raise money than one with little public profile.

Some causes are more urgent than others, even for the same charity. For example, the cost of fundraising for emergency appeals such as the 2005 Asian Tsunami was a fraction of the cost development charities incur raising money for long-term development projects. 

Crude ratios also do not reflect the extent to which charities may be investing or not in fundraising. Charities' campaigns to recruit individual regular (monthly) givers is an example of an activity with a high year one cost which will produce returns over many years. On a year one basis, this activity has a terrible ratio, with costs at nearly 100% of fundraising income. But over 5-7 years, these costs may account for only around 20% of income.


What is an acceptable ratio?

The above discussion demonstrates some of the problems with using a simple cost of fundraising ratio to determine an organisation’s efficiency, Whatever its drawbacks, however, an overall ratio is increasingly being used by outside organisations to benchmark charity performance.

A number of (self-appointed) charity watchdog organisations offer benchmarking of charities in the USA. An example is the American Institute of Philanthropy (http://www.charitywatch.org/) which offers an A to F charity rating, based largely on the proportion of money spent directly on programmes (it cites 60% as a minimum) and proportion of fundraising income spent of fundraising. This organisation specifies that a ratio of 35% of fundraised income being spent on fundraising is the highest that is acceptable. It offers its highest ratings, however, to organisations which do not spend more than 25% of their fundraised income on fundraising.

The Better Business Bureau Wise Giving Alliance (http://www.give.org/) set of charity standards has a minimum programme spend figure of 65% and a maximum acceptable fundraising ratio of 35% of related contributions.

The figure of 25% is used by a number of other watchdog internet sites and is quoted widely anecdotally as a reasonable percentage to spend on fundraising. Some US states impose this as a requirement for new non profit registrations. There is no apparent evidence of any research or analysis behind this choice of figure.

Research has been conducted in the UK as to what constitutes an acceptable cost of fundraising and what donors (and non donors) think that charities actually spend. This has demonstrated that people are confused about the issue and, generally, think charities spend more on fundraising than they actually do.

In 2003, research commissioned by nfpsynergy 
showed that 44% of the general public thought that charities should spend 10% or less of their income on fundraising (no distinction was made between total income and fundraised income), 26% thought that 11%-20% was acceptable, 9% thought 21-30% and 21% were prepared to accept ratios higher than 30%. Interestingly the public think that charities actually spend much more than this, only 10% think that charities spend 10% or less, 18% think 11-20%, 21% think 21-30% and a huge 51% think charities spend over 30% of their income on fundraising. 15% of people think charities spend over 50% of their income on fundraising.

Donors to charities are less accepting of high fundraising costs than non donors but are no less likely to think that charities spend more than they do. Women and the young are more accepting of higher fundraising costs than the old.

The public are much more likely to accept charities spending money on fundraising than on administration. There was a similar gap between what people thought charities should spend on administration and the perception of what they actually spent.

In the UK, there is much more caution about quoting figures for what charity’s cost of fundraising ratios should be. The UK charity regulator, the Charity Commission, has been careful not to quote any specific figures for this. Charity watchdog websites do exist in the UK, for example Guidestar UK and Intelligent Giving but these do not have specific guideline figures for fundraising costs.  UK charities have been mostly successful in engaging watchdog bodies and groups in dialogue to prevent the sort of rigid standards for fundraising ratios that are found in the USA.

A rare departure from  this cautious approach was the Directory of Social Change, who published a “Guide to the Major Charities” in the UK in 2002. This provides a reasonable degree of information about many of the major charities and includes a discussion of each charity’s fundraising ratio (measured as a percentage of fundraising costs against fundraising income).The Guide used the following categories to classify fundraising costs:

Very low 
Under 10%
Low 

11-20%
No comment 
21% to 30%
High

31% to 40%
Very high 
Over 40%
Charities in the UK themselves are not in agreement over what constitutes a “good” fundraising ratio or an acceptable return on investment. Generalisation in such a diverse sector is always dangerous but there are some fairly common behaviours which can be observed amongst many UK charities. Most major charities, fundraising from the general public and likely to be subject to media scrutiny are careful to keep their reported cost of fundraising ratios below 30%. However there have been brave exceptions to this when specific charities (the National Deaf Children’s Society and Action for Blind People are two good examples in the early years of the present century) invested heavily in fundraising and reported high fundraising ratios as a consequence for a number of years. (Both of the charities mentioned grew their net income very significantly  as a result).

There has been little debate or research on how charities decide what an acceptable return of investment is, over what period and how risk is factored in.


Overall, therefore, there is very little consensus as to what constitutes an acceptable fundraising ratio. There is widespread confusion, often abetted by charities themselves as to what fundraising ratios actually measure. Some bodies in the USA and the UK are attempting to use ratios as a method of judging charity effectiveness but the attempt is being resisted by many people in the sector.
Calculating return on fundraising investment

Both amongst charities and amongst donors and other stakeholders, cost/income ratios are not uncommonly used as a measure of fundraising return on investment.  However, a cost of fundraising ratio derived from published accounts can in no way be considered an effective measure of returns from actual fundraising activity. This is partly because of the limitations outlined above in terms of how charities report in their accounts but also because of the time factor. Many fundraising activities have costs in one period producing income over a number of future periods. 
A good example is an activity to recruit monthly givers by direct debit. An agency is paid by the charity to recruit new direct debit supporters on the street (the activity called face to face fundraising in UK charity jargon). The costs for the activity are incurred in month one. Income from the new direct debits is received over a number of years. What is the return on investment?

Clearly, this significantly depends on the time over which return is measured. In the first month of the activity, the costs substantially exceed the income. By the end of the first year, income and cost might be roughly equal. After five years, income will most probably significantly exceed costs.

There is no commonly agreed method of calculating return on investment by charities. Each organisation tends to do this in a slightly different way. There are a number of equally valid approaches. Return on investment might be calculated as a ratio (eg 2:1), as a cost of fundraising ratio (50%) or as an annual rate of return. What is important is that return is calculated on a common basis, that related all income and expenditure is included and that all figures are converted into equivalent values, most commonly by applying a discount rate to future cash flows.

In the author’s experience, the lack of a common methodology for measuring fundraising return on investment is a weakness in many UK charities
.  Quite significant investment decisions, for example where to spend investment in new supporter acquisition (a major expense in many major charities), are made using investment models that are overly simplistic , incomplete or inconsistent.

The following example shows how choosing the wrong methods of determining return on investment can lead to sub-optimal decision making. A hypothetical charity is deciding where to spend its supporter acquisition monies. It has five methods in use; face to face fundraising (FTF), door to door fundraising (DTD),  cold direct mail, cold telemarketing (TM) and  direct response TV ads (DRTV). Return on investment is calculated as a ratio and is determined on a one year and five year basis.

Chart 4 shows the significant different in relative profitabilities of each recruitment method depending on whether a one year or five year view is taken. Over one year, face to face is the activity with the best return (just under a 1:1 return). Telemarketing and DRTV look relatively unprofitable, returning just over half and just under half respectively, of the money invested over the first year. But on a five year basis, the relationship looks very different. Telemarketing is significantly more profitable than face to face fundraising and DRTV marginally so.
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Chart 4: Return on Investment for donor acquisition channels for a hypothetical charity
There are a number of factors to consider when using return on investment measures to make investment decisions:
Ensuring that all costs and all income are allowed for. This is particularly difficult when predicting what income and costs will be in future years. Having soundly based, verifiable assumptions about future income and cost expectations is critical and ensuring that these assumptions are regularly tested and updated. For example, if an activity is recruiting individual supporters, the future giving behaviour of these people is crucial to any return on investment calculation. Working out such measures as future cancellation rates (attrition rates) can involve complex calculations that need to be soundly based using realistic models.

Allowing for relative risk. All fundraising activities do not have the same levels of risk. Numerically based return on investment measures do not  deal very effectively with differences in the relative risk of activities. This is where blindly following the conclusions of a model can be potentially very harmful. Most fundraisers end up by making subjective judgements to accommodate risk into their decision making. This is not very satisfactory  but  developing return on investment measures that capture risk properly would be a complex exercise, fraught with a variety of difficulties. The author uses a low/medium/high rating system as a sense check to predicted return on investment measures, adopting the basic principles of organisational risk management. 
Measuring return on investment rather cost/income ratio. Return on investment calculations can look very similar to cost/income ratios but are different in purpose. This is best illustrated with the example of trading activities. The return on investment for a trading activity such as a charity shop is not its income (sales) divided by costs. This simply tells you the trading margin, not the return on the money invested in the business. The bulk of costs in a trading operation will be operating costs such as stock.  If the operation ceased, this money would not be available for investment in other areas.  A return on investment calculation for such a business will need to look at what is the return on the capital employed within it, ie a Return on Capital Employed (ROCE) calculation. 
Fundratios

There have been a number of attempts in the UK to derive more meaningful measurements of fundraising performance by type of activity. Of this the most established is the Fundratios survey run by the Centre for Interfirm Comparison (www.cifc.co.uk) in conjunction with the Institute of Fundraising. 

The project has been developed over the last 20 years in conjunction with a group of leading charities and the Institute. Each year, between 30 and
50 charities join the study, ranging from small charities with a voluntary income of less than £2 million to many of the largest charities. Charities pay a fee to participate. 

The sample is weighted towards large charities as a consequence of its methodology and charging structure. The 36 charities in the 2008 exercise had a combined total income of over £2.5 billion, of which £1.27 billion was from fundraising. So while 36 charities is a microscopic proportion of the total of over 160,000 UK charities, they accounted for around 10% of the total income of the sector

The aim of Fundratios is to assess the effectiveness of every aspect of a charity’s fundraising performance compared with that of other charities in order to identify opportunities for improvement. 

It is intended to allow charities to:
· Assess fundraising effectiveness, productivity and growth
· Compare returns from different fundraising campaigns
· Evaluate the success rate of activities against sector-wide standards
· Measure return on fundraising investment
· Benchmark response rates from fundraising initiatives.
It does this by looking at fundraising performance in detail by area of activity. Fundratios divides fundraising into the following specific areas of activity:
· Corporate
· Trusts
· Legacies
· Major Donor Programmes
· Special Events
· Direct Marketing*
· Committed Giving and Membership**
· Local Fundraising***
· Gaming, lotteries and competitions
· House to House collections
· Emergency appeals and one-off projects
· Unsolicited donations and gift aid****
· Trading

* this excludes activities which are aimed at securing regular or committed gifts from individuals

** regular giving from individuals through payment methods such as direct debit 
*** local and community based fundraising activities organised by volunteers

**** gift aid is the UK scheme which allows charities to reclaim thei ncme tax paid by donors on their donations
Each of these areas is further broken down in detail. Charities are asked to complete detailed questions which identify income, costs and other key performance indicators for specific sub-activities within each heading. 

So for instance module 9 (committed giving and membership) is broken down into the following specific questions:

· Committed giving income and costs
· Total committed giving income
· Total committed giving income as % of total voluntary income
· Committed giving costs as % of fundraising costs
· Committed giving income per £ invested
· Growth in committed giving income (over 1 year & 3 years)
· Growth in committed giving costs (over 1 year & 3 years)

· Sources of committed giving income
· % from retained givers
· % from new givers
· % membership
· % other
· % of new committed giving by source

(Sources are warm direct mail; cold direct mail; face to face; door to door; door drops; telemarketing; other)

· Committed giving productivity
· Funds raised per £000 of staff salaries
· Committed giving income per head of staff
· No of staff
· Staff cost per head of staff

· First year income per new giver by source

· Acquisition cost by source
· Retention costs per committed giver

· Attrition rates
· Non take ups
· Cancel within 3 months
· Cancel 3 months to 1 year
· Cancel in year 2
· Cancel within 5 years

The comprehensive nature of the questions asked of each charity is the great strength of this process. It is also a drawback , completing
the survey is a significant task and usually requires input from both fundraising and finance staff.  The result however is as close to a truly comparative study as current exists for UK charities.

The survey results are provided in detail to each participating charity where they can compare each of their figures with the overall averages from the sample and the individual anonomised figures of each participant. 
For all questions the participant charity is able to see how its performance compares with the average (median) for the survey sample, the second highest and second lowest (the highest figures are excluded to deal with the problem of outliers in the data)

The results give overall return on investment (ROI) figures for each area of fundraising activity. For example the 2007 survey produced the following overall figures for return for each £ spent on key areas of fundraising (the same figures are also expressed as a cost of fundraising ratio):

Table 3: Fundratios Return on Investment and cost of fundraising ratio for major areas of fundraising 2007
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As an exercise which has been conducted on an annual basis for a number of years, Fundratios allows us to look at trends for return on investment across each area of fundraising over the years as in Table 4 below:

Table 4: Fundratios Headline figures 2000 - 2007 
Median Income per £1 invested in Fundraising 

	
	2007
	2006
	2005
	2004
	2003
	2002
	2001
	2000

	Corporate 
	3.48 
	3.99 
	3.74 
	3.76 
	4.33 
	4.22 
	4.19 
	4.67 

	Trusts 
	8.91 
	8.57 
	8.22 
	8.22 
	7.33 
	9.24 
	9.57 
	9.93 

	Legacies 
	39.24 
	32.17
	41.1 
	41.14
	31.67
	40.19
	36.18 
	43.37

	Direct Marketing 
	2.06 
	1.54 
	1.52 
	1.52 
	1.77 
	1.76 
	2.06 
	2.01 

	Committed Giving 
	3.42 
	3.31 
	2.85 
	2.85 
	3.25 
	4.07 
	3.43 
	3.70 

	Central Fundraising 
	4.61 
	4.71 
	4.44 
	4.82 
	5.2 
	6.04 
	5.48 
	6.14 

	Local Fundraising 
	2.49 
	2.62 
	3.54 
	2.45 
	2.45 
	2.6 
	2.68 
	2.29 

	Total Fundraising 
	4.44 
	4.63 
	4.86 
	5.29 
	5.29 
	5.51 
	5.09 
	5.31 


Charities can therefore compare their individual performance with Fundratio norms for each activity and sub-activity.

This allows comparisons to be made for an individual charity in areas such as growth rates and cost of fundraising ratios of each type of activity compared to sector norms. 
Table 5 shows a comparison of growth rates by major areas of fundraising for a sample individual charity compared to Fundratios 2008 figures.

Table 5: A Fundratios sample charity’s performance compared with the median figures for the survey 2008: relative growth rates
	
	Sample charity
	Median
	vs Median

	Voluntary Income growth (1 year)
	3%
	7%
	-4%

	Corporate income growth
	17%
	17%
	0%

	Major donor income growth
	33%
	14%
	19%

	Trust income growth
	15%
	15%
	0%

	Legacy income growth
	0%
	12%
	-12%

	Committed giving growth
	4%
	1%
	3%


The sample charity under-performed the median of the survey in terms of voluntary income growth in 2007-08. However, this under-performance was far from uniform across the various major areas of its fundraising income (only those areas material to the individual charity are included in the table). Income grew by levels comparable to, or greater than, the Fundratios group as a whole in all but one area. The area of under-performance was legacy income and it was therefore this area which was responsible for growth overall being lower than the median for the survey.   
Similar analysis for the same sample charity shows its cost of fundraising ratio for fundraising overall and major areas within it compared to the survey overall.  In this instance the charity has an overall fundraising ratio which is identical to the median of the sample. But there are significant variances from the norm within that. This sample charity has a much lower (better) cost of fundraising ratio  for corporate and major donor fundraising than the median of the sample but is higher for trust and legacy fundraising.
Table 6: A Fundratios sample charity’s performance compared with the median figures for the survey 2008:
Cost of Fundraising ratios (CFR) for areas of Fundraising

	
	Sample charity
	Median
	vs Median

	Overall cost of fundraising ratio
	22%
	22%
	0%

	Corporate CFR
	6%
	27%
	-21%

	Major donor CFR
	27%
	37%
	-10%

	Trust CFR
	15%
	10%
	+5%

	Legacy CFR
	4%
	3%
	+2%

	Committed giving CFR
	33%
	36%
	-3%


How does the charity use this sort of analysis? It is important to recognise that Fundratios and other benchmarking exercises provide very few definitive answers to questions of fundraising effectiveness. Just because the sample charity above  has a higher cost of fundraising ratio for trusts than the survey group median, this doesn’t mean that sample charity’s trust fundraising is inefficient. However, the Fundratios survey allows the fundraising manager to drill down into the detail of, in this case, trust fundraising to understand better why the cost to income ratio in this area appears high. By looking at such questions as number of trust fundraisers per £1,000 raised, at the salary cost per fundraiser and at the mixture of grants by size, it is possible to identify what is driving this relative under-performance. This helps to give some context to aid decision making, for example if the relatively high cost ratio is because average grant sizes from trusts are smaller for this charity than its competitors it might raise the question whether the charity should be targeting larger grants from a smaller number of trusts and foundations.

It is this sort of variance analysis where the full value of this benchmarking process can be realised. By identifying areas where the charity seems to be doing significant better or worth than the overall sample, it raises questions which can identify areas where effectiveness can be improved. This can as easily be in areas where cost ratios appear better than competitors than the reverse. For instance, if a charity’s cost of fundraising ratio for committed giving is lower than the norm, this may be because the charity is investing proportionally less money than others in recruiting new donors and members which may result in its growth lagging behind competitors in future years.
Fundratios compared with other benchmarking exercises

The strength of Fundratios is its comprehensive nature and the detailed like for like comparison which are possible as a result. To do this requires the collection of a significant quantity of very detailed data.  This can be challenging for many charities and partly as a consequence of this there is a  relatively high turnover of charities in the survey from year to year. The latter isn’t necessarily a problem as the overall composition of the sample by size and type of charity is fairly stable but it does mean that year to year comparison data must be treated with caution. 
The survey is as accurate as the data provided. While the researchers work with charities to ensure that the data is as accurate as possible, there are always gaps and charities sometimes do make mistakes in their submissions. Overall, however, the data appears generally to be robust. 
Fundratios: Pros

Very comprehensive

Well established with comparative multi-year data

Covers all key areas of fundraising in the UK in detail

Like for like comparisons

Results are validated by the researchers to ensure consistency

Fundratios: Disadvantages

Complex to do

Requires support from finance and fundraising staff

The sample changes each year (although some charities take part each year), this means that comparative results by year need to be treated with caution.

There are no really comparable benchmarking exercise to Fundratios in the UK. From time to time specific organisations carry out one-off surveys which aim to benchmark charity performance. These tend to be much less rigorously conducted than Fundratios and the value of such exercises is typically fairly questionable. For example in March 2009, the website Intelligent Giving (www.intelligentgiving.com) conducted a survey aimed at the top 50 UK fundraising charities. This was a fairly typical example of the genre with a short web questionnaire that attempts to differentiate between the productivity of different fundraising sources. The superficiality of such approaches tends to be their undoing, the Intelligent Giving survey for instance has only a partial and somewhat idiosyncratic list of fundraising areas and within areas it does not allow respondents to differentiate between donor development and donor acquisition activities which have very different return profiles. 

As this paper has discussed, benchmarking is inescapably complex for a whole raft of reasons. Attempts to benchmark simply, inevitably produce answers that have very little meaning.
Conclusion
Charity benchmarking in the UK is fraught with complexity. There is no one entirely satisfactory method of accurately comparing the fundraising performance of one charity with another. There is also no agreement on what good charity fundraising performance should look like. Likewise there is no clearly shared view on what is an acceptable return on investment and over what period of time.
The diversity of the charity sector makes such problems inescapable. This does not mean that benchmarking is impossible however. The example of Fundratios shows that it is feasible to construct a methodology for robust benchmarking underpinned by good quality data. The resulting process is reasonably complex but is certainly not beyond the capacity of the average mid size and larger UK charity.  Wider participation in this study would be a very welcome step towards a sector that takes, and is seen to take, comparative benchmarking more seriously.
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� All quoted income and expenditure figures in this section are taken from the relevant charity’s publishes accounts which can be viewed online at the (excellent) UK charity commission site http://www.charity-commission.gov.uk


� There is a good outline of the various issues in charity accounting at  http://www.charityfacts.org/resources/student_and_researcher_information/why_are.html


� www.nfpsynergy.com


� See “Making the Case for Investment in Fundraising” K Sayer International Journal of Nonprofit and Voluntary Sector Marketing Volume 9 Number 2 for discussion of this issue


� The weaknesses of return on investment analysis in the UK charity sector  is discussed in more detail with specific reference to new individual donor acquisition in T Aldrich “A Fresh Approach to using Lifetime Value Analysis as a Donor Recruitment Tool” which is available on the author’s website www.tobinaldrich.com





� Fundratios information in this section is drawn from the Institute of Fundraising website  http://www.institute-of-fundraising.org.uk


� NCVO Voluntary Sector Almanac 2006
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