EFFECTIVE PHILANTHROPY

Seven Steps to Strategic Philanthropy

Strategic philanthropy is charitable giving
with intention. It begins with your vision for change—
and continues with all the steps necessary to achieve
that vision: defining your mission, realistic goal setting,
careful research and planning, paced action and
evaluation. In short, all the strategies most people use
to accumulate wealth wisely can be used to give wealth
effectively.

The following seven-step guide can help you get started.
Philian—a consultancy specialising in strategic
philanthropy—can help with every step, so that when
you're ready to start successful giving, you have a
comprehensive and achievable strategic plan to guide
you. For more information please visit
www.philianconsulting.com

1. Define Your Passion and Mission

People often give on impulse, because someone asked,
out of family tradition—or some other reason that has
too little to do with the change they want to create with
their wealth. But your money should follow your own
values. Ask yourself:

@& What issues do | or my foundation care about?

@® When | read about what’s happening in the
world, what makes me angry? What makes me
happy?

@ If | could change the world or my country or
neighborhood, what three issues would | tackle
first?

@& How would I define success after tackling these
issues?

Use your answers to these questions and others to more
fully define your mission, clarify your core values and
assess whether your current giving is well aligned with
your priorities. Determining your mission is the
foundation of any strategic plan. Philian has developed
a variety of instruments to guide you in the process of
defining your passion and mission.

2. Determine your Giving Level

Just like your budget for food, housing, leisure, etc., you
can also budget for philanthropy. But you must first
determine what level of giving—i.e. how much to give
and when—is right for you. There is no fixed formula,
but may want to begin by deciding first whether you

want to give a fixed amount per time period (per year,
for example, or in a lifetime) or adjust giving as your
personal situation dictates. You can then weigh your
giving against other priorities to determine how much
you will give.

3. Choose a Giving Structure

Based on your budget and tax situation, you can give
directly from your annual income/capital or create a
charitable structure. A charitable structure is a not-for-
profit legal entity serving the public good, such as a
foundation, trust or donor-advised fund. People choose
to establish a structure largely because they want more
control over how their money is used, and because
structures lend certain personal financial benefits—such
as maximising income tax deductions and avoiding
estate taxes. With a structure, you can choose to make
donations from the invested earnings, or spend the
capital in a set amount of years.

4. Design Your Giving Portfolio

Like an investment portfolio, a giving portfolio is created
by allocating percentages of your yearly charitable
budget to the priorities you named in Step 1. To do this,
create a circle graph: Draw a circle on a piece of paper
and, like pieces of a cake, draw wedges for all the issues
you want to fund. Make sure to make the wedge size
relative to the amount, or percentage, you want to give
to each issue. It’s wise to reserve 10% of your portfolio
for some risk taking. Although you want to be proactive
with your giving, reserving this 10% offers flexibility and
lets you react to a great project or organisation that
crosses your path at the last minute.

5. Consider all Grantmaking
Strategies

Diversifying the ways you give helps you have the
impact you want. For example:

® A donation to an organisation’s general
operations, not just to a particular project, helps
build an organisation you believe in and increase
its long-term impact.

@ A donation for a particular project allows you to
support very specific activities.



@& A small number of large donations can increase
your impact on the issues you care about.

A large number of small donations can widen
your reach.

@® Donations for policy advocacy can change laws,
educate the general public and help achieve
systemic change.

@& Grants for activities that provide direct services,
like a clinic or soup kitchen, treat the present
symptoms of issues you care about.

& Venture philanthropy is a strategy that
replicates private equity financing, allowing you
to get involved in the organisation and to use
your donation as an investment to advance
social issues in often cutting-edge and creative
activities.

Consider these approaches and decide which one, or
combination, can further your philanthropic mission the
most.

6. Research and Take Action

You now have the personal information you need to
start giving. But do you know enough about the
organisations working on your issues? Before taking
action, do some research. Speak to someone in charge
of the organisation and ask:

@ Who are the organisation’s target beneficiaries?

@ What is its annual budget and how much goes to
programmatic activities.

@ How many staff members does the organisation
have, and what are some backgrounds of the
people working on the issues that concern you?

@® What are the organisation’s needs, challenges
and success stories?

@ How will the organisation report back about the
impact it's made with your donation?

Conducting this research and feeling confident of the
information you gather can be daunting. Philian can
help you find high quality organisations with a good
track record that match your vision and strategy. You
can also research charities worldwide online at:
www.charity-charities.org

7. Evaluate and Update your Plan

While often overlooked, evaluation is actually one of the
most important steps in strategic giving. Just like an
investment portfolio, you need to know if your plan is
working and make adjustments before investing again.
To evaluate successfully, be clear about what you
wanted to achieve in the first place and ask if real
impact and change has occurred, not just purely
quantitative outputs. The fact that five schools were
built, for example, does not tell you if parents are
actually sending their children to school. As mentioned
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in Step 6, make sure you clarify before donating how
the organisation will report back to you.

At the end of a donation period, take time to review
these reports and ask yourself and the organisation:

@& What change has occurred?

@® How did the actual outcomes compare to my
expected objectives?

@& What were the challenges and successes?

@® What have | learned from this donation?

Be ready to make some tough decisions. Strategic
philanthropy is, indeed, about long-term commitments,
as change does not happen overnight. But it is also
about reviewing and updating when needed. If some of
your grantees are underperforming or moving in a
direction you no longer believe in, decide on an exit
strategy. It's always wise to periodically revisit Steps 1-
5, as interests and financial situations change.

And be realistic about expectations. If you want very
detailed and careful evaluation of your largest
donations, you should cover the costs. Multiple donors
can heavily burden an organisation with evaluation
demands, which in turn lessens the impact of your
donation. Talk to the organisation beforehand to make
sure you have a common understanding of how and
when evaluation will take place.

Using your wealth to help create real change in the
world can lead to unparalleled joy and satisfaction—not
to mention a great improvement in the lives of others.
So take your time, do it well, and begin today—step by
step—to integrate effective philanthropy into your life.
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