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PRAGTICES AND PERCGEPTIONS IN FOUNDATIONS'




Foundation and nonprofit executives have long
discussed and debated how grantmakers can best
support nonprofits. Some prominent leaders

have argued in recent years that operating support —

(IR}

often called “unrestricted support,” “core support,”
or “general purpose support” — is a key way to help
nonprofits be more effective and achieve greater
impact. These leaders suggest that nonprofits
suffer from a lack of flexible funding, which

ultimately undermines the effectiveness of these

organizations as they pursue their impact objectives.

The National Committee for Responsive
Philanthropy (NCRP) put it this way in its 2003
report, The Core ofthe Matter:

Abig issue is the quality of foundation grantmaking. If an
insufficient proportion of foundation support is going toward core
operating costs, then what is occurring is a systematic undercapi-
talization of the nonprofit sector. Rather than foundation grant
funds bolstering the fiber and muscle of the nonprofit sector,

much of foundation grantmaking continues to keep nonprofit
finances flimsy and frail.*

Some foundations leaders have also taken up this
cause. In an article in Foundation News & Commentary,
Gary Yates, president of The California Wellness

Foundation, wrote:

We sought lessons learned from our grantees.... Some grantees
described the stress they regularly experience as they try to mold
their institutions to secure initiative or project funding.... This
experience made us recognize that our foundation... has inadver-
tently been part of this dynamic, which may actually weaken the
very organization we hope to suppori,‘.2

Even Senator Hillary Rodham Clinton has some-
thing to say on this subject. Then First Lady, Clinton
remarked at the 1999 White House Conference

on Philanthropy that:

One of the concerns many people have about foundations is how
foundations often will not give to operating expenses or to the kind
of day-to-day work of delivering services that have to be carried
out. And I think that'’s another thing I would like the foundation

community to rethink.?

This advocacy has flown in the face of the historical
practices of many charitable foundations, which
have tended to provide program restricted support
to grantees.* As we make clear in the report, the
preference for program support derives from

a belief, shared by many, that it is only through the
provision of program support that foundations can
responsibly track the use of their grant dollars — and
connect their funding to the achievement

of specific goals.

1 National Committee for Responsive Philanthropy. The Core of the Matter, 2003. www.ncrp.org.

2 Yates, Gary L. “Good to the Core.” Foundation News & Commentary July/August, 2001.

3 The White House Office of the Press Secretary, 1999 White House Conference on Philanthropy. http://clintong.nara.gov/WH/EOP/First_Lady/html/

generalspeeches/1999/19991022a.html.

4 Foundation Center tracks data on percentage of grant dollars by type of support, although it excludes grants less than $10,000.
Foundation Center data, reported in Foundation Giving Trends 2006 edition, suggests that the percentage of foundation dollars going toward operating
support grew from 13.7 percent in 1998 to 21.8 percent in 2003 and then declined slightly to 21.0 percent in 2004.



Missing from this debate is data — data about current
foundation practice and what informs that practice,
and data about the grantee perspective on these critical
issues. Our study set out to provide data to answer
these key questions:

+ What are current foundation practices in provision
of support?
> What is the mix of support by type, and how does
it vary among foundations?
> What guides foundation leaders’ decision-making
as they choose what type of support to provide
grantees?

+ How do program and operating support affect
grantees?
> What role does type of support play in
influencing grantee views of foundations?
> How prominent is operating support in

grantee descriptions of ideal grants?

We have explored these questions through a variety
of data collection and analysis activities:

+ Analysis of a data set of about 20,000 completed
grantee surveys rating 163 large foundations.
Nearly 15,000 of these grantees (75 percent)
received either program or operating support
from one of the 163 foundations. (The remaining
25 percent of grants fall into other categories,
such as capital support.)

> The grantee survey covered grantee perceptions
of a single foundation, touching on a wide range
of issues, including perceived impact on the
grantee organization, helpfulness of selection
and reporting processes, and quality of interac-
tions. The response rate to the grantee survey
was 63 percent.

+ A survey of the CEOs of those 163 foundations.
> The CEO survey explored decision-making
about type of support and impressions of the
effectiveness of program and operating support.
We received 79 responses, a response rate of

48 percent.

+ In-depth interviews with leaders at 26
grant-receiving nonprofits.
> These structured interviews probed attributes
of ideal grants and preferences and attitudes
related to type of support.5

We hope that the data and analysis presented in
this report inform the discussion about type of
support — and contribute to more fully informed
decision-making.

5 Itis worth acknowledging that the terms “operating support” and “program support” are not always defined consistently by those who use them
and that there is room for interpretation, in some cases. We did not strictly define the terms in our surveys or interviews, but rather, explored how
respondents described the grant types and how they thought about the relative strengths of each.



- Most of the grants made by even the large foundations whose grantmaking is
analyzed in our study are program restricted, small, and short term. The proportion
of small grants made by these foundations is often overlooked because of how data

on foundation grantmaking has historically been reported.

- CEOs see operating support as more likely to make a positive impact on grantee
organizations, but most place other priorities higher in their decision-making.
Just 16 percent of CEOs we surveyed indicate that they favor providing operating
support, and a third have no preference. Nearly half prefer to provide program
support to grantees — often because they feel it is easier to connect their grants to

specific outcomes.

- To grantees, type of support is important — and operating support is preferred —
but only when grants are larger and longer term than what is typically provided
today, even by the country’s larger foundations. Those foundations seeking to
maximize their impact on grantee organizations should make larger, longer term
operating grants — and do so while exemplifying three additional characteristics

that grantees most value in their foundation funders.



The typical grant made by the large foundations
in our study is program restricted, small, and

short term.

+ The majority of foundations provide less than
20 percent of their grantees with operating support.
Few foundations provide exclusively program
support, and even fewer provide exclusively operating
support.

+ The median program support grant is $60,000,
and the median operating support grant is
$50,OOO.6 (See Figure 1.)

+ The typical program support grant from a foun-
dation comprises 3 percent of a grantee’s annual
budget, and the typical operating support grant from
a foundation comprises 4 percent of a grantee’s

annual budget. (See Figure 2.)

. Nearly half of grants, whether program or operating,

are ayear in duration. (See Figure 3.)

The median grant size may seem surprisingly small,
particularly given that most of the foundations exam-
ined here are among the largest in the country. This is
because many foundations report their mean grant sizes
—which are often drawn up by a few large grants —

on their Web sites and in their annual reports.

In addition, publicly reported data on foundation
grant size is misleading because the primary source
for such data is Foundation Center, an organization
that excludes grants of less than $10,000 in its
reporting. Data from our grantee surveys suggest that,
for those foundations in our sample, fully 10 percent
of grants fall into the less than $10,000 range.

ABOUT THE FOUNDATIONS IN THIS STUDY

The 163 foundations whose grantees CEP surveyed between
2003 and 2005 represent a range of foundation types, sizes,

ages, and geographic locations.

The sample includes 143 private foundations, 18 community
foundations, and two other grantmaking organizations.
Assets range from less than $20 million to greater than $20
billion. The middle 50 percent of foundations have assets
of $167 million (and giving of $8 million) to assets of $593
million (and giving of $32 million).

The median foundation was 44 years old at the time of

the survey, but our sample includes some of the oldest
foundations in the country, established in the first decades
of the twentieth century, as well as some of the youngest,

established in the first years of the twenty-first.

More than two-thirds have a regional focus — spanning

all regions in the United States — and the remainder fund
nationally and internationally. They are programmatically
diverse, funding in almost every field imaginable. As a group,
these foundations reflect the diversity of larger grantmaking
foundations in the United States.

A list of the foundations appears in the Appendix.

6 The median grant in our sample — for all types of grants — is $50,000.
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To understand the perspectives of the leaders of

the foundations whose grantees we had surveyed,

we conducted a survey of the foundations’ CEOs.
We found that, despite recent advocacy in favor of
the provision of operating support and the endorse-
ment of that view by national organizations such as
Independent Sector and the National Committee
for Responsive Philanthropy, half of respondents
said they prefer to provide program support and
one-third indicate no preference.7 (See Figure 4)

CEO SURVEY

CEP invited CEOs of the 163 foundations whose grantees we had
surveyed to respond to a survey about type of support. The 79
CEOs who responded to our survey are representative of this
group: 84 percent lead private foundations, and the rest lead
community foundations. CEOs also represented a range of foun-
dations that resemble the full sample in terms of asset size and
geographic location.

Ease of assessing outcomes was a frequently mentioned
rationale among the group of CEOs who expressed a
preference for program support. “Program support

is preferred as it typically provides more clarity on
expectations in terms of performance and impact,”

wrote one CEO respondent.

These CEOs see the challenge of assessment to be
more difficult in the case of operating support.
“Unrestricted support is more comfortable to the
grantee,” another CEO wrote, “but less demanding,
and often the unit of measure must rise to the
organization level and generalized mission impact.
It is unusual to find a grantee that naturally collects

this data in a meaningful way.”

Other reasons cited by those who prefer to provide
program support include board pressure, fit with
foundation mission, lack of familiarity with grantees,

and concerns about grantee dependence.

Another group of CEOs sees the question of type of
support as highly dependent on the particulars — and
on the programmatic goals of the foundation. “It all

depends on the deliverables to be achieved,” said one

CEO. (See Figure 4.)

This argument is similar to the one that Paul Brest,
president of the William and Flora Hewlett Founda-
tion, has made in a variety of public statements on
the issue. “The primary determinant of the kind of
support that a funder gives to an organization is the
alignment of the organization’s activities with the
funder’s goals,” Brest said.® But he went on to suggest
that “all things being equal, a funder should have a

presumption in favor of general operating support.”

A survey respondent who indicated no systematic
preference put it this way. “The decision about
program or operating support is given on a case by
case basis, depending on the grantee and the purpose
for which the support is given. We give operating
support to organizations when their core mission is

important to us in achieving our goal.”

7 Of 79 respondents, two were excluded due to a preference for making capital grants. 39 (49 percent) had a preference for program support,
25 (32 percent) had no clear preference, and 13 (16 percent) had a preference for operating support.

8 Brest, Paul. May 5, 2005 Memorandum to William and Flora Hewlett Foundation Program Directors, Program Officers, and Fellows. “The Rationales for
Modes of Foundation Support for Nonprofit Organizations.” Available online from GrantCraft: www.grantcraft.org/pdfs/generalsupport.pdf.
In the interest of full disclosure, CEP receives significant grant support from the Hewlett Foundation.



Ficure 4: Reasons CiTep BY CEOs FOR THEIR PREFERENCE FOR TYPES OF SUPPORT

PREFERRED TYPE OF SUPPORT?

Program Support
(49% of CEOs)

No Systematic
Preference
(32% of CEOs)

Operating Support

(16% of CEOs)

Reasons CITED?

Outcomes (30%)

Board Mandate and/or
Pressure (20%)

Fit with Foundation Mission (20%)

Familiarity with Grantee/History
of Support of Grantee (15%)

Concerns about
Grantee Dependence (10%)

Other (5%)

Responsiveness to
Grantee Needs (39%)

Familiarity with Grantee/History
of Support of Grantee (31%)

“It Depends” (23%)

Other (7%)

Responsiveness to
Grantee Needs (60%)

Other (40%)

1: Two CEOs indicated a preference for making capital grants and are not shown here.
2: Responses not shared by more than one respondent are counted as “other.”

Note: These responses were coded by CEP from comments supplied by CEOs in response to open-ended survey questions.
Not all CEOs supplied a reason for their preference on type of support; these responses are excluded from the right-hand boxes.




Among the smaller set of those who said they had

a preference for operating support, most cited
responsiveness to grantee needs as the reason. One
CEO said, “We prefer to offer operating support
and have found over time that this form of support
is liberating for both the grantee and foundation.”
This argument mirrors the thinking of those who
have made public cases for the provision of operating
support. Sharon King, president of the F.B. Heron
Foundation, has suggested that, "In the long run,
you can’t have strong programs in weak organiza-
tions.”9 And Clara Miller, president and CEO of the
Nonprofit Finance Fund, wrote that “anything but
unrestricted grants generally creates cost within

the grantee’s operation.”™

Those who prefer to provide operating support

do not necessarily agree that assessment of results

is more difficult. One CEO said that, “There is no
difficulty.” He argued, simply, that “foundations
can ‘claim credit’ for an organization’s total program

with general support.”
Another took a more nuanced view, writing that:

We have found that our grantees” ability to assess the impact of
their work is enhanced by unrestricted grants. They are able to
invest in impact-assessment systems and plan to assess indicators
that matter to them (not only to theirfunders). Each ofour
unrestricted grants includes measurable benchmarks of progress

and impact indicators negotiated with grantees.

There is agreement among CEOs on at least one
thing: Operating support is viewed as being most
effective — and more effective than program support
—in creating impact on and encouraging sustain-
ability of grantee organizations. (See Figure 5.) But
many CEOs act on other goals, such as establishing a
clear connection between their funding and specific
results, promoting “accountability,” or engaging their
trustees. CEOs tend to see program support as more

effective in achieving these goals.

There is a tension, in other words, between these
leaders’ views of what is best for their foundations
—and even what they believe creates the most positive
social impact — and what might best serve the organi-
zational interests of their grant recipients. CEOs feel
this tension. They see pressure to provide operating
support as coming primarily from grantees, as well as
from advocacy groups. Pressure to provide program
support is less intense, but what pressure is felt comes
from trustees. “"Program support is preferred,” wrote
one CEO, “because [it is what] the Trustees desire...
[Theyl do not want grantees becoming dependent on

general operating funds.”™

9 Quote taken from The F.B. Heron Foundation’s 2005 essay, “Core Support,” available online at www.fbheron.org/viewbook _coresupport.pdf.
In the interest of full disclosure, Patricia Kozu, the Foundation’s vice president, finance and administration, serves on CEP’s Board of Directors.

10 Miller, Clara. “The Looking-Glass World of Nonprofit Money: Managing in For-Profits’ Shadow Universe.” The Nonprofit Quarterly, Volume 12, Issue 1,

Spring 2005. www.nonprofitquarterly.org.

11 CEOs were asked to rate the pressure they felt from five groups to provide either program or operating support. The five groups were trustees,
grantees, advocacy groups, foundation staff, and other foundations. Foundation staff and other foundations are not rated to be a source of great
pressure to provide a specific type of support, whereas trustees, grantees, and advocacy groups are rated as being greater sources of pressure,

as described above.



Question: Which Type of Support is More
Effective in Encouraging Each of the Following
Concepts?

Assessment of Grantee Results

Assessment of Foundation Results

Grantee Accountability

Sustainability of Grantee Programs

Engagement of Foundation Trustees

Innovation

Foundation Accountability?

Impact on Grantees’ Fields

Achievement of Foundation Mission

Influence on Public Policy

Honesty in Grantees’ Reporting of Their Budgets
Achievement of Social Impact

Administrative Efficiency on the Part of Foundations
Impact on Grantees’ Local Communities
Diversification of Grantee Revenue Sources
Achievement of Grantee Mission

Sustainability of Grantee Organizations

Impact on Grantee Organizations

Administrative Efficiency on the Part of Grantees

Prevention of Grantees’ “Mission Creep”

Program
Support is More
Effective

Both Types of
Support Equally
Effective

0000000000

Operating
Support is More
Effective

1: Bubbles in this chart represent the type of support seen to be more effective by the majority of CEOs. On a number of dimensions, both types of support

are seen as being equally effective by the majority of CEOs.

2: On the concept of “foundation accountability,” an equal proportion of CEOs responded that program support was more effective or that

neither type of support was more effective.
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THE OVERHEAD GAME

Many proponents of operating support argue that nonprofits
often do not receive sufficient funding to cover their overhead
costs within the program grants they receive. Operating support
is therefore seen as a crucial source of funding for costs not
covered through program grants or other revenue.

There is little consistency in how foundations approach the
overhead question. Just defining “overhead” is challenging, as
Elizabeth Keating of Harvard University has pointed out:

Many executive directors, fundraisers and program staff want
to know their agencies’ overhead rate to help them determine
the attractiveness of various funding opportunities and
for internal management purposes. When questioned for this
rate, the finance staff inevitably answers, “That depends
who’s asking.” It would seem that the finance staff should
know exactly what the overhead rate is. However, there is
no consistent definition of the overhead cost rate because
there are differences in how funders and others expect it to be
computed.

However it is defined, there appears to be a wide range in the pro-
portion of overhead that will be covered by foundation grants.
The majority of CEOs who responded to our survey said they do
fund overhead costs — but the range is wide — from 10 to 30 per-
cent of the total grant amount.

Some refuse to fund any overhead whatsoever. “We deal with
a few organizations whose idea of overhead is quite inflated,”
said one CEO. “There is no reason we should agree to their
‘formula.’”

Another CEO whose foundation does not fund overhead wrote,
“Maybe grantees should be more honest in helping funders know
their financial realities and constraints.”

Others see the issue quite differently. One CEO argued that
“refusing to fund overhead is idiotic. How can a foundation care
about a grantee and its work and not be willing to fund the costs
of operating the grantee’s organization? That is not to say over-
head costs should not be questioned or challenged.”

This lack of agreement on how foundations might support over-
head costs suggests that foundations have widely diverging
views on their roles and responsibilities. Some see grantees as
mere means to an end, while others feel an obligation to be re-
sponsive to grantee needs. Still others reject this dichotomy, ar-
guing that foundations cannot achieve their impact goals without
strong, financially viable nonprofit organizations.

One CEO suggested:

If a foundation thinks an organization’s mission and its con-
tribution toward the foundation’s mission is important, then
the organization needs to exist and function at a high level.
This requires support of operating costs. If foundation staff
and trustees don’t understand what it takes to develop an ef-
fective organization, then significant education of founda-
tion staff and trustees is needed.

1 Keating, Elizabeth. “Is There Enough Overhead in This Grant?”
The Nonprofit Quarterly, Volume 10, Issue 1, Spring 2003,
41-44.



The grantee voice is often missing from the public
debate about type of support, despite the fact that
much of the advocacy for operating support is couched
in arguments about what best serves grantee interests.
We have sought, through our data collection and

analyses, to better understand the grantee perspective.

Over the past several years, CEP has surveyed more
than 31,000 grantees of 163 foundations, receiv-

ing nearly 20,000 responses. Of these responses,
nearly 15,000 grantees indicated they received either
program or operating support. Our surveys probe
grantees’ perspectives on a foundation’s operations,
processes, and impact, as well as the quality of rela-
tionships. This rich data set allows us to analyze
whether there are differences in grantee perceptions
of foundations — and in reported grantee experiences
—based on the type of support grantees received.

Many statistical differences in grantee ratings emerge,
due in part to the size of the sample. But there are no

statistical differences of substantial magnitude.™

The statistically significant differences — all slight —

we identified include:

+ Recipients of operating support report receiving
slightly less nonmonetary assistance from founda-
tions (44 percent versus 48 percent, respectively).

+ Recipients of operating support spend less time
fulfilling foundation administrative requirements

(40 hours on average versus 63 hours, respectively).13

GRANTEE SURVEY RESPONDENTS

The 14,892 responses to our grantee survey that are
discussed in this report represent 163 foundations and come
from a wide range of nonprofit organizations that
operate both domestically and abroad.

The middle 50 percent of the group of grantees in the sample
had annual operating budgets from $363 thousand to $4.5
million, with a median operating budget of $1.2 million. At
the time they were surveyed, the nonprofits had been estab-
lished for a median of 22 years, and the middle 50 percent
range spans organizations from 10 years old to 40 years old.
We did not see meaningful differences in patterns of receipt
of support by grantee budget or age.

We mailed surveys to the best contact we could find: Most
of these contacts were designated by these foundations.
Almost half of the respondents were executive directors or
CEOs of their organizations, and the rest were divided main-
ly among other senior managers, project directors, develop-
ment directors, and other development staff.

+ Recipients of program support tend to have a shorter
history of support with foundations and report
slightly more pressure from funders to modify their
goals (4.2 versus 5.0 on a Ito 7 scale where I is
“no history (first grant)” and 7 is “long-term
relationship (support over many years)”; and 2.1
versus 1.8 on aIto 7 scale where I is "no pressure”

and 7 is “significant pressure”).

On a critical overall measure — grantees’ ratings
of foundations’ impact on their organizations

— recipients of operating support rate foundations
only slightly more positively (6.2 versus 5.9 on
alto 7 scale where Iis "no impact” and 7 is

“significant positive impact”).l‘L

12 No differences in these analyses reached a medium effect size. Please refer to the “Survey of Grantees” section of Methodology for details.

13 These averages exclude outliers.

14 We also tested differences in grantee ratings of three other key dimensions: overall satisfaction, impact on fields, and impact on communities.
Again, we saw no significant differences of substantial magnitude between recipients of program and operating support.

13



These findings raise the question, why don’t
we see larger differences between grantees that
receive program support and those that receive
operating support?

The first reason is simply that other dimensions of
the grantee-foundation experience matter more.

As we describe in our 2004 report, Listeningto Grantees:
What Nonprofits Value in Their Foundation Funders, there are
three key predictors of grantees’ ratings of impact on

their organizations. They are:

I. Quality of Interactions with Foundation Staff:
fairness, responsiveness, approachability

2. Clarity of Communications of a Foundation’s
Goals and Strategy: clear and consistent
articulation of objectives

3. Expertise and External Orientation of the
Foundation: understanding of fields and
communities of funding and ability to advance

knowledge and affect public policy

These dimensions explain a much greater proportion
of variation in grantee ratings than do grant attributes
such as type, size, or duration of support. (See “What
Nonprofits Value in Their Foundation Funders.”)

Even when we ask grantees to suggest improvements
to their funders, only three percent of all grantee
suggestions are about type of support. (See Figure 6.)
In fact, grantees are as likely to suggest larger grants
or multi-year grants — or bundle these attributes — as

they are to suggest more operating support grants.15

WHAT NONPROFITS VALUE IN THEIR
FOUNDATION FUNDERS

The relationship between foundations and grantees is much
discussed, debated, and dissected. Competing theories
abound regarding the key attributes of successful and satis-
fying foundation grantee relations: Most are informed by
speculation about what nonprofits really value. What
is often missing from these discussions, however, are rigor-
ously collected and large-scale data about the opinions
of grantees.!

In Listening to Grantees: What Nonprofits Value in Their
Foundation Funders (2004), we sought to go beyond looking
at comparisons of individual foundation grantee perception
data and address findings more globally through analysis of
our spring 2003 survey round, which included 3,184 grant-
ees of 30 foundations. We identified three factors — which
we refer to as the three dimensions of foundation perfor-
mance that grantees value in their foundation funders — that
best predict variation in overall grantee satisfaction.
They are:

1. Quality of Interactions with Foundation Staff

2. Clarity of Communications of a Foundation’s Goals and
Strategy

3. Expertise and External Orientation of the Foundation

These dimensions, and their implications for foundation
leaders, are explored in detail in Listening to Grantees.
Specific implications include: making necessary invest-
ments to perform well on the three dimensions; supporting
the development of specific and relevant expertise by
program officers and foundation staff; aligning operations
to optimize grantmaking patterns or policies that increase
program officer ability to concentrate on the three dimen-
sions; seeking to maintain consistent focus and direction
ensuring consistency of policy and communication; commu-
nicating frequently; providing timely feedback to grantees;
and seeking confidential, comparative feedback from
grantees.

1 Excerpted from the executive summary of Listening to
Grantees: What Nonprofits Value in Their Foundation Funders
by Phil Buchanan, Kevin Bolduc, and Judy Huang, The Cen-
ter for Effective Philanthropy, 2004. This and other CEP
reports are available at www.effectivephilanthropy.org.

15 Grantee suggestions overwhelmingly concern aspects of their relationships with foundations that go beyond type of support. Topics of suggestions
include the quality of interactions that grantees encounter with their program officers, specific aspects of the selection and evaluation processes, and
the impact foundations are making on their fields of funding. The suggestions offered by recipients of operating support and recipients of program
support are similar in pattern and type.
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This finding relates to another likely reason we did
not see larger differences in grantee ratings of foun-
dations based on type of support: Most grants are
simply too small and short term for it to matter much
to grantees whether they are for program or operat-
ing support. When we combined the variables of type,
size, and duration, we saw a pattern emerge in which
ratings of impact on the grantee organization begin
to differ. Operating support grants tend to be rated
more positively than program support when they are
larger and longer term than are the vast majority of

grants today. (See Figure 7.)

In other words, it is not operating support alone that
generates higher ratings of impact on the grantee
organization, but rather operating support of suffi-

cient size and duration.

To complement our analysis of grantee survey data,

we interviewed leaders at 26 grantee organizations,
half of which had received program support from one
of the 163 foundations in our sample and half of which
had received operating support from one of these
foundations.’® All had experience with both types

of foundation grants.

Our interview data was supportive of our quantitative
analysis. While operating support was frequently
mentioned by grantees when describing key
characteristics of an “impactful” or "ideal” grant,

it was not often the first attribute discussed. Other
attributes mentioned by respondents included the
duration of grants, size of grants, time-intensity of
grants, and additional nonmonetary support that

comes with a grant.
One grantee told us:

1 think the characteristics [ofan idealgrant] would be... a
$50,000t0 $100,000 [operating] grant... [which] means
I can spend more time focusing on other areas.... It would really

help with our infrastructure needs.
Another grantee said:

The characteristics [of an ideal grant] would be that applying for
it would not be hugely time-consuming, that the foundation would
decide relatively quickly and let us know whether we were getting
it, and then that the reporting requirements would not be overly
burdensome.... There are some foundations that want you to jump
through as many hoops to get $1,000 as foundations for which

_you might be getting $10,000 or $20,000. Sometimes, it's just
not worth it.

16 The majority (20 of 26) of interviewees were executive directors of their organizations. The rest were directors of development or foundation relations
(3 of 26) and senior managers such as “managing director” or “director of external affairs” (3 of 26).
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AVERAGE GRANTEE RATINGS OF FOUNDATION IMPACT ON GRANTEE ORGANIZATIONS
(1 TO 7 SCALE, SHOWN TRUNCATED)

This graph shows grantee ratings of foundation impact on grantee organizations.

Recipients of operating support tend to rate foundations’ impact on their organizations more highly than recipients of program support
when the grants are large and long-term.



CEOS’ CONSIDERATION OF DIFFERENT ATTRIBUTES OF GRANTS

Many foundations seem not to be acting with an appreciation of the relationship between grant type, size, and duration. Our analysis
suggests that operating support grants have the mostimpact on grantees when they are larger and longer term. Yet when we asked CEOs
whether they consider grant duration and size in their decisions about type of support, few who said that they did also indicated that
operating grants were larger or longer term (just 5 percent and 6 percent, respectively). (See Figures 8 and 9.)

Question: Does the foundation consider the length of grants when deciding
to award different types of support?

There is no systematic difference in
the length of grants between different
types of support (35%)

Program support grants
tend to be longer than operating
support grants (16 %)

Operating support grants
tend to be longer than
program support grants (5 %)



Ficure 9: CEOs’ CoNSIDERATION OF GRANT Size ALONG WITH GRANT TYpPE

Question: Does the foundation consider the dollar amount of grants when
deciding to award different types of support?

Yes (57%)

Program support grants tend to

— be larger than operating
support grants (27%)

There is no systematic
-~ difference in dollar amount between
different types of support (23%)

Operating support grants
D tend to be largerthan
program support grants (6%)

Note: Percentages in “yes” group do not add up to 57 percent because of rounding.

=
(&)
-
e
=
B
@
m
1S
~
<
=
(721
z
s




Grantees also frequently suggested that different types
of support are valuable for different purposes.
One grantee suggested:

T'think it really depends a lot on circumstances. General operating
multiyear grants are great... they can help an organization be able
to focus more of its energy on the work it’s trying to do, as opposed
to just trying to keep the doors open.... Project-specific grants

can be very helpful in terms of trying to get a new initiative started
or off the ground. [But] project grants aren’t necessarily available
on an ongoing basis and it can be difficult to increase your general
operating support in order to support the.... project that now has

weathered time and is doing well..... So [there’s] kind

of atrade-off [here].

Finally, a grantee who did not state a preference
for a specific type of support summed up her views

this way:

Tam very respectful of the fact that people are giving money, and
they need to have clear accountability. But I think often, they are
[requesting] the same information all the time when it comes to
either financials or answering the same question ten times....

So clarity, I guess, is what I'm really after, and concise instructions

and demands. I think that would help everybody.”’

Type of support is important to grantees, but it is

not the silver bullet — and must be considered in the
context of other crucial attributes. These attributes
include characteristics of the foundation and foun-
dation program officer —the three dimensions of
interactions, clarity of communications, and external
orientation — as well as grant characteristics such as

grant size and duration.

7 Several grantees made similar comments and often suggested that foundations could be more “creative” in their thinking about what types of grants
best support their missions.
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Our findings reveal a tension between what founda-
tion leaders believe is best for them — and their desire
to demonstrate accountability and impact — and

what they see as creating the most positive impact on
grantee organizations. Despite the recent advocacy for
operating support, many foundation leaders continue

to prefer to provide program support.

The question of what type of support to provide
appears to be connected to other, central questions
about how foundations define their roles. Is the foun-
dation primarily focused on pursuing impact goals
that it defines? If so, how does the foundation believe
the choice of type of support relates to those goals?
Does the foundation see strengthening grantee
organizations in its chosen fields or communities

as a central goal in itself?

For those foundation leaders who either have a
preference for providing operating support or are
open to the concept because of their belief that it has
a positive impact on grantee organizations, it is crucial
to understand the conditions under which that
support will make the most positive difference.

To be sure, small, short-term grants can make a big
impact, and many foundation leaders and program
officers are quick to point to such examples. But our
analysis suggests that to make the most impact on
grantee organizations, foundations ought to provide
operating support grants that are larger and longer
term than the vast majority of foundation grants
today. Moreover, these grants must be provided by
foundations — and individual program officers — that
exemplify the dimensions most valued by grantees:
high-quality interactions; clear communications of
goals and strategy; and demonstrated expertise and

external orientation.

Nonprofits consider the attributes of grant size and
duration to be as crucial as the type of support they
receive. Grantees' views of foundations are also more
profoundly affected by issues such as interactions,
communications, and expertise than simply by type of
grant. Yet these are facts that much of the advocacy in
favor of operating support seems to have overlooked.™®

We are hopeful that the data presented in this report
will spark more informed discussion about how

best to balance foundation objectives and grantee
needs — and about what foundation and grant charac-
teristics should be considered in that equation.

The result of this more expansive discussion should
be more effective foundation-grantee interactions
that lead, ultimately, to what both parties desire:
more positive impact on the pressing issues facing
the fields and communities in which foundations

and nonprofits work.

18 There are some notable exceptions. For example, Grantmakers for Effective Organizations has written that in addition to making operating support
grants, funders ought to “commit to long-term support,” and The California Wellness Foundation has suggested that multi-year grants are crucial

to grantees.



RAISING QUESTIONS

The data and analyses described here raise as many ques-
tions as they answer. Some of those questions include:

- Why do foundations continue to provide a high number
of relatively small, short-term grants?

> What are the transaction costs — for foundations
and grantees — associated with this practice?

> What forces influence choices about size and dura-
tion of grants?

> How might foundations best face the choice be-
tween either providing larger grants or supporting a
larger number of organizations?

- How should foundations approach decisions about type
of support?

> How should foundations balance the achievement
of their programmatic goals against the goal of pos-
itively effecting the organizational health of their
grantees?

- What are best practices in assessment of operating sup-
port grants?

- How can foundation trustees be brought more fully into
the conversation about type of support?

.- How can foundations and grantees best ensure optimal
alignment of goals — regardless of the type of support
provided?

We are posting the thoughts of foundation and nonprofit
leaders on these questions in a special area on our Web
site, www.effectivephilanthropy.org/research/support.html.

21



22

Three sources of data from two different samples,
grantees and foundation CEOs, were used for analyses
in this research about type of support. In chronologi-
cal order of development and administration,

they were:

I. Survey data collected from grantees

2. Survey data collected from foundation CEOs

3. Interviews of leadership at grant-receiving
nonprofits

Survey data collected from grantees and survey data
collected from CEOs were analyzed before the inter-
view questions for grantees were developed; questions
asked during interviews with grantees were designed
to elucidate findings that had emerged from the
grantee and CEO surveys. All research and analyses
were developed and executed by CEP staff.

The data discussed in this report was gathered from
confidential surveys of grantees conducted in six
rounds of surveys from 2003 to 2005. CEP’s grantee
survey was initially developed as part of its Founda-
tion Performance Metrics Pilot Study, conducted

in 2002, and evolved with input from foundation
leaders, grantees, and survey and research experts.™
The first formal round of surveying took place in
2003. Between 2003 and 2005, 31,586 grantees
were invited to participate in CEP’s grantee survey.
CEP received responses from 19,839 grantees of 163

foundations, a 63 percent response rate.

Of the 163 foundations represented in the sample,
97 foundations opted in to the survey process and
received Grantee Perception Reports (an assessment
tool providing comparative data on grantee percep-
tions), and 67 foundations were selected randomly to
create a representative sample of large foundations
in the United States.*°

Grantee contact data — for one fiscal year’s worth of
grantmaking —was provided by foundations that opted
into the process. For those foundations whose grantees
were surveyed independently, grantee contact data was
collected by CEP from foundation 990 tax filings,

foundation Web sites, and foundation annual reports.

Grantee contact lists supplied by foundations were
used to mail the surveys for foundations that opted in;
information gathered from publicly available sources
were used to mail the surveys for foundations whose
grantees were surveyed independently. Contact lists
most often listed executive directors, project directors,
and development directors as the main grant contacts;
therefore, these populations comprise the majority of
respondents in the survey.

19 Grantee input was gathered through focus groups, telephone interviews, and in-person interviews conducted in 2002 and 2003.
Focus groups and telephone interviews are described in greater depth in the methodology section of CEP’s 2004 report, Listening to Grantees:

What Grantees Value in Their Foundation Funders.

2% There are no differences of substantial magnitude in ratings of foundations that opted into the process and foundations

that were randomly selected by CEP.



Grantees were asked in the survey to discuss one grant
and to specify the type of support they received from
the foundation. Only those grantees responding to
the survey about the receipt of a program or operat-
ing support grant were included in analyses for this
research, bringing the total sample size to 14,892
grantees: 70.1 percent of this sample were recipients
ofprogram support (n = 10,433), and 29.9 percent
were recipients of operating support (n = 4,459).

The survey consisted of 50 questions, mainly with
seven-point Likert rating scales. It also contained
several structured-response/multiple choice questions
and four open-ended questions. The survey ques-
tions explored dimensions of foundation performance
ranging from responsiveness of staff to nonmonetary
assistance provided, as well as perceptions of founda-
tion impact on the grantee organization, geographic
community, and field. In addition, the survey sought
data from grantees about the amount of administrative
time required for proposal creation and reporting and
evaluation, turnaround time of grant requests, and a
range of other issues. Grantees were given the option
to respond to the survey by mail or online, and were

given the option to respond anonymously.*!

Before combining the six rounds of data, analysis of
variance testing (ANOVA) was conducted to ensure
that average responses did not differ across rounds.
An alphalevel of 0.05 was used to determine statisti-
cal significance for all statistical testing conducted
for this research. Due to the large sample size in

this dataset, mean differences of even very small
magnitude would be statistically significant. There-
fore, Cohen’s d was examined for all t-test findings.
Cohen’s d is a measure of effect size, which is a stan-
dardized measure of the magnitude of relationship
between variables.?* Beyond knowing whether or not
a relationship is statistically significant, a measure of
effect size provides information about the practical
significance of the relationship. No t-test findings for
the grantee survey data reached a medium effect size.

21 As we reported in Listening to Grantees: What Nonprofits Value in Their Foundation Funders, there were no statistical differences of
substantial magnitude in ratings between grantees that responded by mail versus online or between grantees that identified themselves

or responded anonymously.

22 Cohen, Jacob. “A Power Primer.” Psychological Bulletin, Volume 1, Issue 112, 1992, 155-159.
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T-tests were conducted to examine mean differ-
ences between the perceptions of grantees who were
responding about a program support grant and those
responding about an operating support grant.
Chi-square analyses were used to analyze the relation-
ship between type of support (program or operating)
and other categorical variables, such as whether or
not specific events occurred during the selection
process, foundation characteristics, and whether or
not certain types of nonmonetary assistance were
received by grantees. Multiple regression analyses
were run to understand the strength of type of sup-
port as a predictor of grantee satisfaction and grantee
perceptions of foundation impact on the grantee
organization. Predictors of these outcomes had been
explored in great detail in Listening to Grantees. The pur-
pose of running the regressions for this research was
to understand the predictive power of type of support
for grantee perceptions in the absence of previously
identified statistical predictors.

Even in the absence of variables previously identified
as the strongest predictors of satisfaction and impact,
type of support alone did not predict a large amount
of variation in these perceptions. Along with type of
support, though, two other variables that foundations
are able to control did appear as statistical predictors
of impact on grantee organization: size of grant and

duration of grant.

To understand the relationship among type of
support, size of grant, and duration of grant,
athree-factor analysis of variance was run (ANOVA).
This analysis examined whether or not a simultaneous
statistical relationship existed between type of
support, size of grant, and duration of grant — also
known as a three-way interaction — in predicting
grantee ratings of foundation impact on the grantee

organization.

The presence of a statistical interaction would
indicate that certain combinations of values of these
variables predict differences in ratings of impact

on the grantee organization. The three-way interac-
tion of grant type, size, and duration was, in fact,
statistically significant. As a result, Tukey’s HSD
tests with a harmonic n were calculated to determine
which combinations of type of support, size of grant,
and duration of grant corresponded to statistically
different mean ratings of impact on the grantee

organization.®?

An open-ended question in the grantee survey asked,
“What improvements would you suggest in the
Foundation’s services or processes that would make

it a better funder? ”

Suggestions were categorized using a coding scheme
designed to capture the wide range of themes in
responses. Four CEP staff coded suggestions with an
80 percent level of inter-rater reliability. For the
purposes of this study, grantee responses for only
the two most recent rounds of surveys (fall 2005 and
spring 2006) were analyzed because of a question
wording change, making previous responses to this

question not comparable to more recent responses.

CEP developed a survey to understand foundation
CEOys’ views on the issue of type of support. The sur-
vey consisted of 16 questions, including both Likert
scale items and open-ended questions. All questions
were developed to probe themes arising from our
literature search and research findings, as well as to
compliment issues about which grantees had been

asked in the grantee survey.

23 Harmonic n is used when the sizes of cells comprising the analysis of variance test are unequal.



CEOs of the 163 foundations included in the grantee
data set were invited to participate in this survey. CEP

received 79 responses, a 48 percent response rate.?*

The survey was piloted with a small group of experts
in the field and revisions were made to question

order and wording before administering to our final
sample. For our final sample, CEOs were sent a paper
copy of the survey with a cover page including a link
to an online version of the survey. The cover letter
included information on the purpose of the survey
and a statement of confidentiality. One reminder
email was sent to all CEOs for whom email addresses
were available; a postcard reminder was sent to the

remaining CEOs.

Means and standard deviations were examined for all
quantitative items. Paired t-tests were run to examine
mean differences in responses provided by the same
individuals to different items in the survey. Cohen’s
d (as described earlier in the grantee survey section of
this methodology) was used to assess the magnitude of
difference found. All mean differences for the CEO
data reported in the body of this paper were statisti-

cally significant at a medium effect size or larger.

Thematic analysis was conducted separately on two
open-ended questions from the survey. For each
question, a coding scheme was developed by reading
through all responses to recognize reoccurring ideas,
creating categories and then coding each respondent’s
ideas according to the categories. Two CEP staff coded
all responses to each question; inter-rater reliability

of 93 percent was achieved.

Selected quotes were included in this report; these
quotes were selected to be representative of the themes
seen in the data.

To explore the grantee perspective in greater depth,
a series of grantee interviews were conducted.
Questions in the interview were designed to further
explore key themes in the grantee survey and
compliment questions asked in the survey of CEOs.

Grantee organizations were randomly selected from
the larger dataset of grantees that had previously
participated in the grantee survey; the selection was
stratified to include an even number of grantees who
had responded to the survey in reference to a project
support grant and in reference to receipt of an operat-
ing support grant. CEP conducted 26 interviews.?5

The executive director at each of these 26 grantee
organizations was contacted via phone, e-mail, or
both. Six executive directors chose to designate
development directors or other senior management
to speak on the organization’s behalf. Before the
interview, all interviewees received information
about the length of the interview and confidentiality
of information to be shared during the interview.
CEP did not share interview questions with grantees

before interviews.

24 Atthe end of the survey, respondents were asked, “Can CEP contact you for a brief discussion of your survey responses?” 77 percent of respondents
answered yes to this question and supplied their name and position. Of those respondents, 43 percent indicated that they held positions other than

CEO of the organization.

25 Atotal of 41 grantee organizations were contacted; 26 interviews, the target number, were completed; 6 grantees declined to be interviewed
(15 percent of those contacted), 5 did not return communications, and an additional 4 interviews that were conducted were not useable due to
recording difficulties (2), a language barrier (1), and respondent’s inability to speak about both types of support under study (1).
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An interview script was designed to include an
introduction, eight questions and closing remarks.
The interview script was piloted with four grantee
organizations that had not previously participated
in a grantee survey with CEP.

Three CEP staff conducted the interviews, following
an interview script to ensure consistency in the inter-
viewing process. Interviews lasted between 20 and 30

minutes and were recorded and transcribed.

The interviews began with asking grantees a broad
open-ended question: “From your perspective, what
type of grant has the greatest impact on your organi-
zation?” Grantees were then asked to respond to the
remainder of the interview questions in terms of only
two types of support — program support and operating
support; interviewers read broad descriptions of each
type of support to each grantee. Remaining ques-
tions asked grantees about the characteristics of their
ideal grant, their preference for program support,
operating support, or both types of support, and their
opinions about whether one type of support or both
types of support were more encouraging of a series

of concepts. Concepts explored included the sustain-
ability of their organization’s programs, impact

on their organization, and achievement of their

organization’s mission.

Content analysis and thematic analysis were conducted
by a team of three CEP staff. Each member of the
team individually coded responses; the team then met
to discuss coding categories and reach consensus on
themes and individually coded items. Consensus was
reached among all three coders on the categorization

of all grantee responses to each question.

For some questions, the presence of specific type(s)
of support mentioned was the primary data coded.
For other questions, responses were classified into
groups based on similarity in main ideas. These
groups of ideas were then coded by underlying theme.
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