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It is one of the most common nonprofit woes: Foundations say they won’t support operating funds. So how do we cover our bottom line?!

Does this mean every time your agency approaches a foundation for a grant, it has to be for a new program? Of course not! That would not make sense for most agencies, especially in today’s economy. So how do you gain support to keep your agency running and get around the “no operating funds” stance?

 

While many funders do not support straight, unrestricted operating costs (e.g. administrative salaries, utilities, rent, etc.), most do support programs.

 

Nearly all of the funds my clients and I request are to support program operating budgets. We make an ask based on a funder’s mission and ensure our narrative and budget reflect it. The best part — indirect costs related to the program are often included.

 

A caveat: Most of the time these funds are not technically operating or unrestricted (such as individual donor gifts); rather, they are restricted to a specific program. However, my experience has taught me that many people working for nonprofits, especially those new to grant seeking, get confused or intimidated by the idea of “no operating funds” and are unaware of the magic of packaging!
 

Strategies
 
Determine if there are any general operating costs that can be bundled into individual program budgets.  Most likely your agency has separate program budgets with some expenses reflected in the general operating budget.

 

Example: Does the executive director oversee the program? If so, what percentage of his/her time is estimated to be associated with the program? What about supplies, equipment, travel, training? Are there associated marketing costs? You should ensure that everything is broken down to specific programs as much as possible. For example, the operating budget may have a line item for “supplies.” It should be determined what and how much of these supplies can be lumped into specific programs’ budgets.

 
Remember your mission and focus on the necessity of the program, the results, and the difference it makes to the community. Even if your agency has only one core program, it should be determined if it can be broken into smaller pieces. Foundations do not want to hear that you need money to pay salaries, buy computers and stay afloat.

 

Example: A homeless youth agency has a street-based outreach program to engage runaways and to offer resources, food, and medical supplies to them. This is one of the agency’s core programs and all associated costs are included in the operating budget.

 

In the proposal narrative, we do not talk about the fact that we seek funds to pay for salaries and rent but rather we seek support for the services that will cover the needs of the youth. The counselors will conduct outreach and hand out food and supplies. They are transported by van throughout the city in search of hard to reach youth. The outreach director oversees the program; and, the evaluation method measures the objectives, etc.

 

Just like the narrative, the program budget will tell a story through corresponding costs that include the counselor’s salaries, the supplies/food, gas and vehicle maintenance for the van, a portion of the outreach director’s salary, and related evaluation costs (e.g. printing, copying, outside evaluation). Additionally if in the narrative we mentioned any part of the program will take place at a specific location, we will include a percentage of rent and utilities.

 

Do not try to get around a funder’s clearly stated policy of not paying indirect costs. You should reserve these foundations for times when you need support for a new program, capacity building funds, or capital.

 

It is pure gold when a foundation states that it welcomes operating requests. In these cases, I often frame the proposal as “funds will support our mission” and emphasize how an investment will support the infrastructure needed to run programs. With the operating budget, the proposal narrative describes the needs and services filled by area workers and an overview of programs, background, and accomplishments with the operating budget included.

 

Promising Outlook
 
The good news is that an increasing number of foundations recognize the importance of supporting nonprofit infrastructure and ongoing needs. For example, in my region of Portland, Oregon, the Meyer Memorial Trust (a major grantmaker) launched an operating grant funds program to help small and mid-sized nonprofits strongly impacted by the recent economic crisis. A number of smaller funders in the area have also expressed interest in considering operating requests.

Grantmakers for Effective Organizations states on its website that it seeks to improve the ways in which grantmakers financially support grantees that include longer-term, unrestricted funding. Its published action guide for grantmakers lists advantages and strategies for foundations offering operating support that include:

· Giving nonprofits flexibility to direct spending where most needed;

· Enabling nonprofits to build a strong and sustainable infrastructure to run effective programs;

· Easing fundraising pressures on nonprofit executives and fostering innovation and risk-taking; and,

· Reducing the power imbalance between grantmaker and grantee — bringing transparency and trust to the process.

To determine which foundations are willing to consider requests for operating funds, check a foundation directory and get involved in conversations with your local grantmakers.
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