[bookmark: _Toc267130169][bookmark: _Toc267154602]Revenue Source Primer: Part 1

There are fifteen different types of revenue sources, including annual or sustained gifts, major gifts, planned gifts, foundation grants, cause-related marketing, corporate giving programs, earned income activities, unrelated business income, in-kind donations, supporting organizations, benefit events, state and local municipalities, churches and denominations, federated funds, and online donations. 

Annual or sustained gifts
Annual or sustained gift programs include one or more fundraising programs that generate sustainable gift support on an annual or more frequent basis. Annual programs acquire donor names using an offer communicated through advertisements on radio, television, direct mail lists, e-mail lists, phone lists, etc. When a donor has given at least twice, they are considered a sustaining donor. Organizations may cultivate annual or sustained gift programs through direct mail, the Internet, monthly donors, affinity or club programs, honor or memorial giving, telethons, etc. For example, National Public Radio conducts membership campaigns throughout the year, recruiting new and returning members both on the air and through its website. 

Major gifts
Major gifts, often from an individual, are large, with the amount required to qualify as a major gift determined by the receiving organization. Prospect names are identified through screening of annual supporter lists, list rentals, personal referrals, and public relations events. Prospective donors of major gifts are qualified through electronic and personal screening, and usually cultivated for a period of time before formal solicitation. Asking for a major gift usually involves negotiation between an organizational representative and the donor. Many major gifts include restriction for use, and may involve a pledge or letter of intent for the funds, as well as require personalized recognition. For example, the John L. and Helen Kellogg Foundation donated $10 million to the business school at Northwestern University, and as recognition of this major gift the school was renamed the Kellogg School of Management.

Planned gifts
A planned gift is a large gift from a person given in the event of his or her death. The process of planned giving is structured, integrating sound personal, financial, and estate-planning concepts with the prospect's plans for lifetime or testamentary giving. A planned gift has tax implications and is often transmitted through a legal instrument, such as a will or trust. Examples of planned giving instruments include pooled income funds, charitable remainder trusts, insurance gifts, lead trusts, bequests, etc.



Foundation grants
A foundation is an organization created from designated funds from which grants are distributed to not-for-profit organizations or, in some cases, to people. A grant is a financial donation given to support a person, organization, project, or program. Most grants require research by the organization’s staff and submission of an application. Grants are awarded to nonprofit organizations according to the foundation’s specific guidelines, limitations, and assets. For example, the Open Meadows Foundation supports domestic and international projects that are led by and benefit women and girls, particularly those from vulnerable communities. The Foundation supports projects that reflect the diversity of the community served by the project; promote building community power; and encourage racial, social, economic, and environmental justice.

Cause-related marketing
Cause-related marketing is an agreement between a for-profit organization and a nonprofit organization in which the for-profit uses the name and reputation of the nonprofit to promote its product. In return, the for-profit corporate partner provides financial support to the nonprofit according to a predetermined formula based on sales and purchases. For example, Product Red raises funds by partnering with iconic brands such as Apple and American Express that use the Product Red branding in some of their products and donate a portion of the proceeds to The Global Fund, an organization that fights HIV/AIDS, tuberculosis, and malaria around the world.[footnoteRef:1] [1:  Join(RED), “The (RED) Idea,” http://www.joinred.com/aboutred. ] 


Corporate giving programs
Corporate giving refers to donations by for-profit companies, usually in the form of a grant program that is established as part of the corporation’s annual budget and controlled by the corporation. In some corporations this is separate from the marketing function and from any corporate foundation. Many corporations, such as Wal-Mart and AT&T, have established foundations to provide grants and financial assistance to organizations that align with specific missions furthered by the foundation. 

Earned income activities 
Earned income activities refer to the revenue a nonprofit organization receives for product sales, fees for services rendered, interest generated from investments, and royalties generated from owned and copyrighted works. Earned income is derived for activities substantially related to the organization’s tax-exempt purpose. An example of earned income activities related to an organization’s mission is D.C. Central Kitchen’s Fresh Start catering service. D.C. Central Kitchen is a nonprofit organization that provides counseling, outreach, and meals to the homeless in the D.C. area. Fresh Start Catering, a social enterprise of D.C. Central Kitchen, helps generate revenue to support the nonprofit’s efforts by providing catered meals to paying customers.

Unrelated business income
Unrelated business income refers to any revenue that is received due to any legal trade or business conducted by a nonprofit organization to make money in a way not directly related to the organization’s federally tax-exempt mission. For example, a museum has an auditorium that it uses to show educational films in connection with its mission. They also use the auditorium to show motion pictures to the public when the museum is closed. This use is defined by the IRS as unrelated business income. See IRS publication 598, Tax on Unrelated Business Income of Exempt Organizations (http://www.irs.gov/charities/article/0,,id=96106,00.html) for more details.

In-kind donations
In-kind donations refer not to money, but to donations of goods or services such as the contribution of equipment, inventory, supplies, space, or staff time. The donor may place a monetary value on such a contribution for tax purposes. For example, an electronics company might donate laptop computers to an afterschool program serving youth in highly impoverished areas.  

Supporting organizations
A supporting organization is a qualified charity operated, supervised, or controlled by or in connection with one or more specified public charities. Supporting organizations include groups such as an auxiliary, association, friends group, or other nonprofit organization. For example, the American Legion Auxiliary, the nation’s largest women’s patriotic service group, was originally founded in 1919 to help support the efforts of the American Legion, the nation’s largest veteran’s service organization.

Benefit events
Benefit events are social events from which net proceeds are designated as a donation to one or more causes. Examples include races, balls, carnivals, bazaars, galas, concerts, etc. For example, the National Guard Youth Foundation holds an annual ChalleNGe Champions Gala, a formal event to honor and raise funds for the National Guard Youth ChalleNGe Program. 

State and local municipalities
State and local municipality revenue sources refer to funds that are under the direction and discretion of a non-federal agency. These sources can include state grants, local municipality grants and in-kind services, allocations of federal block grants to a state or municipal agency under a federal authority, and state and municipal bonding authorities.




Churches and denominations
Churches and denominations will often collect cash and in-kind contributions from a local church, church foundation, denominational office or church-run service agency, ministerial associations, regional trans-denominational organizations, and associations like the National Association of Evangelicals or the National Council of Churches. 

Federated funds
Federated funds, also sometimes called community finds, refer to the monies raised for a cooperative group of nonprofits through one of several employment-related annual giving campaigns. Examples of federated funds include the United Way, Combined Federal Campaign, and Combined Health Appeal.

Online donations
Online donors use Web-based tools to make contributions. Donors tend to give online because it is a fast and simple way to offer support to an organization. Some donors have existing relationships with the organizations and substitute a direct mail donation with an online donation. Other donors use the Web to search for organizations in their communities or around the world that have missions and goals they want to support. Successful online donation campaigns have been linked to the use of social media marketing tools such as blogging, podcasting, Facebook, YouTube, Twitter, message boards, vlogging, and wikis. 

For most nonprofit organizations, online giving currently represents a small percentage of their total fundraising revenue. However, given the fast pace of technology integration into our daily lives, we can expect that online donations will continue to grow. One study projects that by 2020 online donations will be the majority donor source if nonprofits invest the time and resources into establishing a strong website presence.[footnoteRef:2]   [2:  Jakob Nielsen, “Donation Usability: Increasing Online Giving to Non-Profits and Charities,” Alertbox, 30 March 2009, http://www.useit.com/alertbox/nonprofit-donations.html. ] 


