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PREAMBLE  
America’s nonprofit sector serves the public interest and plays an essential role in our society and economy. Hard at 
work strengthening communities across the nation, nonprofits enrich our lives in a variety of ways by creating a 
broad array of benefits to society in fields such as charitable, religious, scientific, economic, health, cultural, civil 
rights, environment, and education.  
 
Public investment and confidence drive the success of nonprofit organizations.  Individuals, corporations, 
foundations, and federal, state, and local governments add value to the services that nonprofits provide by investing 
time, resources, and funds.   
 
The Standards for Excellence Institute aims to raise the level of accountability, transparency, and effectiveness of all 
nonprofit organizations to foster excellence and inspire trust.  The Standards for Excellence code (Standards, or 
code) provides a framework and step-by-step guidelines to achieve a well-managed and responsibly governed 
organization.  
 
The code builds upon the legal foundations of nonprofit management, governance, and operations to embrace 
fundamental values such as honesty, integrity, fairness, respect, trust, compassion, responsibility, and 
transparency.  The code consists of six Guiding Principles in 27 topic areas with specific performance benchmarks 
that characterize effective, ethical, and accountable organizations. The Institute helps the nonprofit sector operate in 
accordance with the Standards for Excellence code by providing educational resources, assistance, and a voluntary 
accreditation process.   
 
The Standards for Excellence Institute encourages all nonprofit organizations to adopt the Guiding Principles of the 
Standards for Excellence code. By implementing the performance benchmarks in the code, nonprofit organizations 
will meet the highest ethical standards for effective service in the public interest. 
 
STANDARDS FOR EXCELLENCE - GUIDING PRINCIPLES   
 
I.      MISSION, STRATEGY and EVALUATION 
Guiding Principle: Nonprofits are founded for the public good and operate to accomplish a stated purpose through 
specific program activities. A nonprofit should have a well-defined mission, and its programs should effectively and 
efficiently work toward achieving that mission. Nonprofits have an obligation to ensure program effectiveness and 
to devote the resources of the organization to achieving its stated purpose. 
 
II.     LEADERSHIP: BOARD, STAFF, and VOLUNTEERS 
Guiding Principle: Nonprofits depend upon effective leadership to successfully enact their missions and 
programs.  Effective leadership consists of a partnership between the board and management, each of which plays an 
essential role. Understanding and negotiating these shared and complex elements of leadership is essential to the 
organization’s success. A nonprofit's employees and volunteers are fundamental to its ability to achieve its mission. 
 
Board members are in a position of trust to ensure that resources are used to carry out the mission of the 
organization. An organization’s board leadership should consist of volunteers who are committed to the mission and 
who demonstrate an understanding of the community served. An effective nonprofit board should determine the 
mission of the organization, establish management policies and procedures, assure that adequate human and 
financial resources are available, and actively monitor the organization's allocation of resources to effectively and 
efficiently fulfill its mission.   
 
Nonprofits should also have executive leadership, which carries out the day-to-day operations of the organization, 
ensures financial and organizational sustainability, and provides adequate information to the board of directors. An 
organization's human resource policies should address both paid employees and volunteers and should be fair, 
establish clear expectations, and provide meaningful and effective performance evaluation. 
 
III.    LEGAL COMPLIANCE and ETHICS 
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Guiding Principle: Nonprofits enjoy the public’s trust, and therefore must comply with a diverse array of legal and 
regulatory requirements.  Organizations should conduct periodic reviews to address regulatory and fiduciary 
concerns. One of a leadership’s fundamental responsibilities is to ensure that the organization governs and operates 
in an ethical and legal manner. Fostering exemplary conduct is one of the most effective means of developing 
internal and external trust as well as preventing misconduct.  Moreover, to honor the trust that the public has given 
them, nonprofits have an obligation to go beyond legal requirements and embrace the highest ethical practices. 
Nonprofit board, staff, and volunteers must act in the best interest of the organization, rather than in furtherance of 
personal interests or the interests of third parties. A nonprofit should have policies in place, and should routinely and 
systematically implement those policies, to prevent actual, potential, or perceived conflicts of interest.  Ethics and 
compliance reinforce each other. 
 
IV.     FINANCE AND OPERATIONS 
Guiding Principle: Nonprofits should have sound financial and operational systems in place and should ensure that 
accurate records are kept. The organization's financial and nonfinancial resources must be used in furtherance of tax-
exempt purposes. Organizations should conduct periodic reviews to address accuracy and transparency of financial 
and operational reporting, and safeguards to protect the integrity of the reporting systems. 
 
V.      RESOURCE DEVELOPMENT 
Guiding Principle: The responsibility for resource development is shared by the board and staff.  Nonprofit 
organizations depend on an array of sources of financial support. An organization's resource development program 
should be maintained on a foundation of truthfulness and responsible stewardship. Its resource development policies 
should be consistent with its mission, compatible with its organizational capacity, and respectful of the interests of 
donors, prospective donors, and others providing resources to the organization. 
 
VI.     PUBLIC AWARENESS, ENGAGEMENT, and ADVOCACY 
Guiding Principle: Nonprofits should represent the interests of the people they serve through public education and 
public policy advocacy, as well as by encouraging board members, staff, volunteers, and stakeholders to participate 
in the public affairs of the community. When appropriate to advance the organization’s mission, nonprofits should 
engage in promoting public participation in community affairs and elections.  As such, they should communicate in 
an effective manner to educate, inform, and engage the public. 
 
 
 
ABOUT THE STANDARDS FOR EXCELLENCE INSTITUTE 
The Standards for Excellence Institute is a national initiative established to promote the highest standards of ethics 
and accountability in nonprofit governance, management and operations, and to facilitate adherence to those 
standards by all nonprofit organizations.  The Institute uses as a vehicle the Standards for Excellence program, a 
system of nonprofit sector industry self-regulation originated by the Maryland Association of Nonprofit 
Organizations and currently replicated by licensed partners in Alabama, Central Virginia, Colorado Springs, 
Delaware, Ohio, Oklahoma, and Pennsylvania.  The program is also being offered to chapters of The Arc nationwide 
through The Arc of the United States, to the American Nurses Association, and to Catholic nonprofit organizations 
nationwide through the National Leadership Roundtable on Church Management. 
 
The centerpiece of the Institute’s program is the Standards for Excellence: An Ethics and Accountability Code for 
the Nonprofit Sector.  The Institute also makes available to member organizations a comprehensive system of 
educational tools to enable individual nonprofit organizations to improve their governance and management 
practices. Standards for Excellence accreditation is available to individual organizations through a rigorous peer 
review process in selected locations and nationwide through the Standards for Excellence Institute. 
 
For more information about joining the Standards for Excellence Institute or to obtain additional copies of the 
booklet or educational resource packets visit our website at www.standardsforexcellenceinstitute.org.  
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FUNDRAISING COSTS 
 
As the Standards for Excellence: An Ethics and Accountability Code for the Nonprofit Sector states: 
 
 
A nonprofit’s fundraising costs should be reasonable over time. On average, over a five-year period, a 
nonprofit should realize revenues from fundraising that are at least three times the amount spent on 
conducting them. Organizations whose fundraising ratio is less than 3:1 should demonstrate that they are 
making steady progress toward achieving this goal, or should be able to justify why a 3:1 ratio is not 
appropriate for their organization. 
 
 
Introduction 
The Standards for Excellence: An Ethics and Accountability Code for the Nonprofit Sector set 
forth the general principle that a nonprofit’s fundraising costs should be reasonable over time.  
This admonition is backed by two practical guidelines for how organizations can assure 
reasonable fundraising costs.  First, the Standards for Excellence code states that nonprofit 
organizations should realize charitable contributions from fundraising activities that are at least 
three times the amount spent on fundraising.  
 
Second, the Standards for Excellence code recommends that an organization’s board of directors 
should annually review the percentage of an organization’s expenditures spent on program, 
administration, and fundraising as part of the budget process.  
 
It is important that nonprofit organizations are able to control their fundraising costs to devote a 
substantial portion of their resources to achieving their missions.  Public confidence in an 
organization and the nonprofit sector can be diminished when the organization consistently 
spends large amounts on fundraising and little on the programs that advance its mission.  
However, making extreme cost cuts in “overhead” – which account for administrative and 
fundraising costs – can have a detrimental effect on the organization as well.  Being at the 
opposite extremes of underspending or overspending on overhead can indeed measure an 
organization’s inability to properly allocate resources. But as the Urban Institute reported in an 
Overhead Cost Project study, these costs are considered part of “infrastructure,” stating that 
nonprofits that invest very little on infrastructure are less effective than those that invest more 
reasonable amounts.1 
 
 
Controll ing the Costs of Raising Money 
The old saying states, “It takes money to make money.”  Though perhaps not originally written 
for a nonprofit context, the sentiment certainly carries into the nonprofit arena.  Whether you are 
raising funds by writing letters to board members or by cold calling individual prospects, there 
are costs or investments associated with the receipt of nearly all contributions.  Each fundraising 

                                                
1 Koulish, Jeremy, “Beyond overhead: better capturing nonprofit performance”, July 2013. www.urbaninstitute.org 
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activity that an organization undertakes can and should be assessed in terms of the “financial 
risk.”  Fundraising efforts vary widely in their costs.  For example, e-mailed appeals to existing 
donors using the organization’s own mailing list may be relatively inexpensive, while 
fundraising events and direct mail efforts offering high quality front-end premiums (such as 
blankets, calendars, pens, or greeting cards) using leased or purchased mailing lists are 
considerably more expensive.   
 
Events 
Raising money through fundraising events is sometimes an expensive endeavor.  For example 
costs associated with golf tournaments and fundraising galas can be significant.  Although,  if 
executed well, the returns on investments for such events can be significant. 
 
At the same time, some fundraising efforts are multi-purpose in nature.  For instance, a 
nonprofit’s annual gala may consider the non-financial benefits in addition to the fundraising 
income when determining its primary benefits.  For instance, such an event may help the 
nonprofit achieve promotion, name recognition, and future donor cultivation in addition to the 
funds it raises.  For instance, such an event may lead to positive articles in the local press, a 
widening of its stakeholders, or a deepening of existing relationships. In such cases, the event 
organizers will want to examine all types of costs and returns on its financial investment.   
Likewise, a nonprofit that holds an annual fair or other event that serves outreach goals as well as 
fundraising goals will want to measure all the costs and benefits.  Nonprofits should take care to 
ensure that even costs related to paid staff, consultants, and volunteers are considered, 
catalogued, and accounted for.    
 
Oftentimes, it is harder to raise money for new events (such as those offered in their first few 
years).  In some cases, first-time events barely break even, especially when considering the 
staffing costs associated with putting on the event.  But take heart.  This can be very normal, and 
you should plan for this phenomenon.   
 
A list of the typical expenses incurred by a nonprofit in planning for a fundraising event is 
provided as an attachment to this educational resource packet.  A list outlining typical expenses 
for a nonprofit’s overall fundraising expenses is also provided. 
 
As discussed previously, nonprofit executives should take care that the amount of funds raised 
equals at least three times the amount spent on fundraising.  Setting this type of guideline gives 
an organization the opportunity to sum all of its fundraising efforts over a period of time, 
including those efforts with excellent returns on investment and those efforts with perhaps 
weaker investment returns, particularly as an organization launches a new event. 
 
The method of accounting for fundraising costs is critical in determining and assessing the 
fundraising results to costs ratio.  The American Institute of Certified Public Accountants 
(AICPA) promulgates guidelines on accounting for fundraising costs.  See your accountant or the 
Standards for Excellence Institute library for more details on relevant guidelines.  A list of 
additional resources on such guidelines is provided at the end of this educational resource packet.   
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Determining the Ratio of Charitable Contributions for Fundraising 
Results to Costs 
It can be quite simple to determine the fundraising results to costs ratio.  Divide the total 
charitable contributions for the year by the total amount spent on fundraising for the year.  Use 
the resulting number in the form of a ratio.  Often organizations use the Internal Revenue Service 
Form 990 to ascertain this ratio.  The ratio can be determined by using the following lines of the 
IRS Form 990: 
 
 Contributions / Fundraising Expenses  
 Fundraising Contributions: 

• For 990 year 2008 and forward: Section VIII:  1h+8c+9c 
 

 Fundraising Expense:   
• For 990 year 2008 and forward:  Section IX:  line 25 column d 

 
Example: ABC nonprofit raised $80,000 in fundraising activities and spent $20,000 on 
fundraising costs. $80,000 divided by $20,000 is 4.  The fundraising results-to-costs ratio is 4 to 
1.  Since this ratio is greater than 3 to 1, this ratio is acceptable under the Standards for 
Excellence code. 
 
 
Fundraising Ratios Do Not Reveal the Efficiency or Effectiveness of 
Nonprofits 
For some members of the general public, a nonprofit’s ability to show a low fundraising costs 
ratio is the single most important indicator of a nonprofit’s worth.  However, it is important to 
note that percentages do not tell the whole story.  A five-year research project conducted by the 
Urban Institute’s National Center for Charitable Statistics and the Center on Philanthropy at Indiana 
University examined more than 220,000 IRS Form 990s.  The study conducted 1,500 surveys of 
nonprofits with revenues of more than $100,000 and found that the effects of limited overhead 
investment can create issues such as tracking errors on program outcomes due to outdated hardware 
and software and potential profit losses due to improperly trained employees who cannot deliver 
quality services.2  Reviewing fundraising expenses is not a substitute for determining if an 
organization is working toward achieving its mission or if its programs are at all effective or 
efficient.  Myriad factors impact returns that can be expected from fundraising activities and 
initiatives, including (but not limited to):  

• Age of organization;  
• Budget size of organization;  
• Popularity of the organization’s purpose; and  
• Differences in accounting procedures. 

 
A movement known as “The Overhead Myth” has started in an attempt to address the importance 
of overhead costs relative to managing a healthy nonprofit myths and is gaining momentum. In 
an open letter to the “donors of America”, executives from GuideStar, Charity Navigator, and 

                                                
2 Gregory, Ann Goggins and Howard, Don.”The Nonprofit Starvation Cycle,” Stanford Social Innovation Review, 
Fall 2009, http://www.ssireview.org/articles/entry/the_nonprofit_starvation_cycle   
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the Wise Giving Alliance urge donors to move away from the common practice of measuring a 
nonprofit’s performance solely based on the organization’s overhead costs: 
 

“The percent of charity expenses that go to administrative and fundraising costs…is a 
poor measure of a charity’s performance…That is not to say that overhead has no role in 
ensuring charity accountability. At the extremes the overhead ratio can offer insight: it 
can be a valid data point for rooting out fraud and poor financial management. 
In most cases, however, focusing on overhead without considering other critical 
dimensions of a charity’s financial and organizational performance does more damage 
than good.”3 

 
 
Reasonable over Time 
The Standards for Excellence code states that the efficiency of a nonprofit’s fundraising 
program, and the question of whether fundraising expenditures are reasonable in the context of 
an organization’s entire expenditures, ought to be evaluated over the course of time and across 
the organization’s entire fundraising program. 
 
The reason for this approach is that the return on a dollar spent for fundraising varies 
substantially based on the type of organization involved and the particular fundraising method 
that is being employed.  For example, on average, new organizations are likely to incur higher 
costs per dollar raised than are older, well-established organizations that already have substantial 
name recognition in the community.  On the same note, organizations with an unpopular or 
unusual charitable purpose are likely to spend more per dollar raised than are organizations with 
mainstream or less controversial programs. 
 
The cost per dollar raised will vary substantially during the life of a single organization.  Certain 
types of fundraising are also generally regarded to be much more expensive than other types and 
may only really pay off over a longer period of time.   

  
For example, in the realm of direct mail fundraising, it is generally understood that the return on 
investment for a mailing to attract new donors is often very low.  In fact, donor acquisition 
mailings may initially lose money for the organization. Some seasoned fundraisers will argue 
that the real value, however, of the donor acquisition mailing is in establishing a relationship 
with the donor.  Deliberate cultivation of that relationship may lead to much more substantial 
donations in the future.  Similarly, with foundation and corporate grantseeking, it may be 
possible to raise substantial sums of money with only a moderate amount of effort. 
 
Ultimately, the effectiveness and efficiency of an organization’s fundraising program will 
depend on having the right mix of fundraising activities and managing and conducting those 
activities well.  These and other complexities that are implicit in the design and implementation 
of any fundraising program are addressed by providing that fundraising performance ought to be 
evaluated based on results obtained over a five-year period and that the board of directors should 
be involved.   
 

                                                
3 http://overheadmyth.com/ 
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When an organization’s entire fundraising program does not, on average over five years, realize 
$3 or more for each dollar spent, the inquiry is still not over.  There may be extenuating 
circumstances that explain the failure to meet this benchmark.  There may also be facts that 
strongly demonstrate that the nonprofit is making good progress toward achieving the 
recommended 3 to 1 ratio, but that it is going to take slightly more time.   
 
In the latter situation, the board and management of the organization should carefully monitor 
the fundraising progress.  Organizations should carefully document their fundraising goals and 
plans, have a basic system for tracking expenses and analyzing the results by campaign, and be 
prepared to make the changes necessary to achieve a more effective and efficient fundraising 
program. 
 
 
Selected Resources for Fundraising Costs 
 
Perhaps the most challenging issue in fundraising costs is how to actually allocate which costs 
“count” toward the fundraising expenses for your nonprofit organization.  This is particularly 
challenging when a solicitation or fundraising activity is conducted in conjunction with another 
activity of the organization, such as program delivery.   Some organizations err on the side of 
including none or very few expenses in the fundraising column.  Organizations have been called 
out in recent years for this underreporting, especially in reports published by state level charity 
regulators and even in the national media.  Actual fundraising costs, including those costs related 
to staff and compensation should be included.   This resource may offer your organization some 
guidance: 
 
FASB ASC 958-720 (formerly SOP 98-2) 
 Accounting for Costs of Materials and Activities of Not-for-Profit Organizations and State and 

Local Governmental Entities That Include Fundraising (American Institute of Certified 
Public Accountants (AICPA)).  FASB ASC 958-720 (formerly 98-2) sets the conditions 
under which a nonprofit organization allocates joint costs to Program, Administrative, 
and Fundraising.  Nonprofits will need to be concerned with this issue of “cost 
allocation” whenever costs are associated with more than one activity and are attributed 
to each activity specifically.  This 85-page document is available via 
www.aicpastore.com. 

  
 The following website provides guidance on FASB ACS 958-720 (formerly SOP 98-2): 
 
 How to Report a Joint Activity by Gregory B. Capin and Joel Tanenbaum, AICPA 

http://www.journalofaccountancy.com/Issues/1998/Aug/capin.htm  
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Attachment A  
Typical Fundraising Event Expenses 
Standards for Excellence Institute 

 
A typical fundraising event may include the following expenses: 
 
Speaker honorarium/entertainment fee 
 
Staffing support 
Volunteer management 
 
Printed materials 
 Invitations 
 Postage 
 Program 
 T-shirts, hats, other uniforms for volunteers 
 In house printing for thank you letters and correspondence 
 In house postage 
 Signage and displays, balloons 
 Mail house services 
 Graphic designer 
 Paper products 
 Tickets 
 
Rentals 
 Facility 
 Parking 
 Audio/visual 
 Linens 
 Internet 
 
Food 
 General event 
 VIP reception 
 Refreshments for volunteers at set up, clean up 
 Bar and alcohol expenses 
 
Miscellaneous 
 Photographer 
 Volunteer appreciation 
 Awards and engraving 
 Gifts 
 Permits for certain types of events, gaming, raffles, etc. 
 Fundraising registration fees 
 Decorations 
 Postage 
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Attachment B  
A Nonprofit’s Typical Fundraising Expenses  

Standards for Excellence® Institute 
 

The fundraising expense lines typically consist of the following: 
 
Compensation 
Pension plan contributions 
Employee benefits 
Payroll taxes 
Professional fundraising fees 
Accounting fees 
Legal fees 
Supplies 
Telephone 
Postage and shipping 
Occupancy 
Equipment rental/maintenance 
Printing 
Travel 
Conferences/conventions, meetings 
Interest  
Depreciation  
Other 
Registration Fees for solicitation in states that require registration 
List rental for nonprofits that rent mailing lists 
 


