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LEGAL CAVEAT

EAB Global, Inc. ("EAB”) has made efforts to
verify the accuracy of the information it provides
to members. This report relies on data obtained
from many sources, however, and EAB cannot
guarantee the accuracy of the information
provided or any analysis based thereon. In
addition, neither EAB nor any of its affiliates
(each, an “EAB Organization”) is in the business
of giving legal, accounting, or other professional
advice, and its reports should not be construed as
professional advice. In particular, members
should not rely on any legal commentary in this
report as a basis for action, or assume that any
tactics described herein would be permitted by
applicable law or appropriate for a given
member’s situation. Members are advised to
consult with appropriate professionals concerning
legal, tax, or accounting issues, before
implementing any of these tactics. No EAB
Organization or any of its respective officers,
directors, employees, or agents shall be liable for
any claims, liabilities, or expenses relating to (a)
any errors or omissions in this report, whether
caused by any EAB organization, or any of their
respective employees or agents, or sources or
other third parties, (b) any recommendation by
any EAB Organization, or (c) failure of member
and its employees and agents to abide by the
terms set forth herein.

EAB is a registered trademark of EAB Global, Inc.
in the United States and other countries. Members
are not permitted to use these trademarks, or any
other trademark, product name, service name,
trade name, and logo of any EAB Organization
without prior written consent of EAB. Other
trademarks, product names, service names, trade
names, and logos used within these pages are the
property of their respective holders. Use of other
company trademarks, product names, service
names, trade names, and logos or images of the
same does not necessarily constitute (a) an
endorsement by such company of an EAB
Organization and its products and services, or (b)
an endorsement of the company or its products or
services by an EAB Organization. No EAB
Organization is affiliated with any such company.

IMPORTANT: Please read the following.

EAB has prepared this report for the exclusive
use of its members. Each member acknowledges
and agrees that this report and the information
contained herein (collectively, the “Report”) are
confidential and proprietary to EAB. By accepting
delivery of this Report, each member agrees to
abide by the terms as stated herein, including
the following:

1. Allright, title, and interest in and to this
Report is owned by an EAB Organization.
Except as stated herein, no right, license,
permission, or interest of any kind in this
Report is intended to be given, transferred to,
or acquired by a member. Each member is
authorized to use this Report only to the
extent expressly authorized herein.

2. Each member shall not sell, license, republish,
distribute, or post online or otherwise this
Report, in part or in whole. Each member shall
not disseminate or permit the use of, and shall
take reasonable precautions to prevent such
dissemination or use of, this Report by (a) any
of its employees and agents (except as stated
below), or (b) any third party.

3. Each member may make this Report available
solely to those of its employees and agents
who (a) are registered for the workshop or
membership program of which this Report is a
part, (b) require access to this Report in order
to learn from the information described herein,
and (c) agree not to disclose this Report to
other employees or agents or any third party.
Each member shall use, and shall ensure that
its employees and agents use, this Report for
its internal use only. Each member may make
a limited number of copies, solely as adequate
for use by its employees and agents in
accordance with the terms herein.

4. Each member shall not remove from this
Report any confidential markings, copyright
notices, and/or other similar indicia herein.

5. Each member is responsible for any breach of
its obligations as stated herein by any of its
employees or agents.

6. If a member is unwilling to abide by any of the
foregoing obligations, then such member shall
promptly return this Report and all copies
thereof to EAB.
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Principal Gifts at the Center

Recession’s Aftermath Yields Hyper-Focus on the Top

Principal gifts have grown more and more important to advancement across the past decade due to rapid post-
recession growth at the top of the wealth spectrum. In fact, the number of households with a net worth of $25
million or more grew by 64.8% between 2010 and 2018, far outpacing growth at lower levels of wealth.

In the past 10 years, advancement organizations have realized that opportunity. Just 56% of institutions received at
least one gift of $1 million or more in 2010, but by 2018 that number had risen to 67%.

To further illustrate this trend, the number of institutions receiving $5M gifts has also skyrocketed, from 15% to
23%. An expanding number of high net worth households means more opportunities for higher education
institutions to raise large, transformative gifts from the wealthiest philanthropists.

Wealthy Gain Even More Wealth Doubling Down Here Pays Off
Total Number of Wealthy Households in U.S. Institutions With at Least One 7-Figure Gift
Increase
o,
56% 59%

$100K-1M  27.8M 31.2M +12.2%

$1M-25M 8.3M 11.6M +39.8% 230/ 4 %?‘é);se
0,
15% 18%
$25M+ 105K 173K +64.8% . I
2010 2014 2018
| $1M+ = $5M+

Source: Voluntary Support of Education ; Alexandre Tanzi, "The U.S. Now Has More
Millionaires Than Sweden Has People,” Bloomberg, March 13,2019; “Mobility Report Cards:
The Role of Colleges in Intergenerational Mobility”, Opportunity Insights, June 18, 2019,
https://opportunityinsights.org/data/; Advancement Forum interviews and analysis.
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Engineering Sustainable Growth

Advancement Bets on New Prospects—and the Staff to Scale Cultivation

Given the overabundance of opportunities at the top, there is concern with how to manage and capitalize on that
growth, especially given that most principal gift operations in higher education advancement were built decades ago

to cultivate a small group of families very deeply.

For this reason, scale and sustainability in principal gift programs have proven to be elusive. To engineer growth
that will be sustainable for the decade to come, institutions must reimagine the structure and strategy surrounding

principal gifts operations.

To build principal gift programs suited to the vast array of opportunities available in today’s principal giving

landscape, best practice institutions identified in our research have begun reimagining their programs in two ways:
scaling the reach of the CAO and enfranchising early-career gift officers to cultivate “cold” principal gift donors.

Two Strategy Shifts for the Decade Ahead

1 | Scale the CAO’s Reach

Staffing strategically to find
economies of scale

2 | Flip the Talent Paradigm

Enfranchising new gift officers to
cultivate the pipeline
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Profiled Institutions

DALHOUSIE
UNIVERSITY

Profiled Institutions

wne,  UCDAVIS

SOUTH DAKOTA UNIVERSITY OF CALIFORNIA

Source: Advancement Forum interviews and analysis.

eab.com


https://www.eab.com/

@ EAB

Scale the CAO’s Reach

STRATEGY


https://www.eab.com/

The Donor Management Conundrum

Centralizing Top Prospects With Leadership Risks Relationship Quality

Advancement leaders at many institutions have been forced to deal with a paradox when it comes to principal gift
donor management. Our most complicated and precious relationships are managed by the busiest people on
campus, including the CAO.

Principal gift donors are highly involved and require high-touch cultivation. However, the CAO, the president, the
engineering dean, or whoever else is owning the relationship all have minimal time to devote to each of their
prospects. In the previous era of small-scale principal gift operations, this donor management model got the job
done, but it is now reaching its breaking point.

Our Most Complicated Relationships—Managed by Our Busiest Leaders

@
m VP for Advancement

o o

4 « Has a portfolio of 100 prospects
A Profile of the Principal « Manages a 30-person team
Gift Donor $‘

» Driven towards bold

projects that cross ® i
departments " Y5 President
. Data_drivenl a|Ways hungry « On the road 21 days last month
for more numbers + Currently the point person for 20
- Sits on the board, well- 4 principal gift donors
connected among donors
 High touch, high R o Enai ina D
involvement g —ng'neering bean

» Stewarding 20 donors

N~ T « Hiring three new faculty

Source: Advancement Forum interviews and analysis.
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Shifting the CAQO’s Focus Outward

Dalhousie’s Strategy Manager Handles Principal Gift Pre-Work

Dalhousie University in Nova Scotia, Canada has taken a smart approach to ensure that their CAO can broaden his
reach to maximize impact with donors. Previously, internal-facing, pre-work tasks such as drafting communications
or formalizing stewardship plans took an outsized portion of the CAO’s time. This work limited the time he could
spend engaging donors and constrained the number of relationships he could reasonably manage at one time.

After hiring a principal gift strategy manager, much of the pre-work necessary for principal gift cultivation has been
taken off the CAQ’s plate, allowing him to spend more of his time with donors.

The new strategy manager ensures that internal work for principal gift cultivation and stewardship is executed
effectively and consistently so that the CAO can shift his time externally. In doing so, the strategy manager has
taken on something of an “air traffic controller” role for principal gifts.

Redistributing the Principal Gift To-Do List

Manager

- Cultivates new prospects v 4 ]
g CAO focuses on
o Presents principal gift proposals J -~ high-ROI donor
v interactions
"" Stewards existing donors J ]
Drafts donor communications v 4
Develops cultivation strategies J
— Briefs campus partners
D " D R J J Strategy manager
o Identifies gift opportunities v 4 | puts internal
= pieces in place,
= Drafts gift agreements v 4 zﬁziecs'io up for
Manages cultivation timelines J
Formalizes stewardship plans J

Source: Advancement Forum interviews and analysis.
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Shifting the CAQO’s Focus Outward

Dalhousie’s Strategy Manager Handles Principal Gift Pre-Work

The impact of this strategic hire has been swift at Dalhousie. Before hiring the principal gift strategy manager, the
CAO spent a slim segment of his overall principal gift time directly engaging donors. After filling this position, he

now spends a majority of it with donors—upwards of 15 hours a week.

The focus that the strategy manager has enabled in the CAO has helped cure “side of desk syndrome,” in which the

highest-ROI use of one’s time is relegated to a secondary responsibility.

Today, Dalhousie’s CAO is able to put principal gift cultivation, solicitation, and stewardship firmly at the center of
his responsibilities because he has robust support for all of the work that must go into principal gifts before he ever

meets with a donor.

Less Time Spent Preparing...
And More Time Spent Cultivating

Hours per Week Spent on Principal Gift Activities

1 )
15
8
5
¥ T
2 1.5 1.5
| | |

Managing Coordinating Curating Gift Directly
Stakeholders Cultivation Proposals Engaging
Strategies Donors

Before hiring - After hiring
strategy manager strategy manager
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Curing ‘Side of Desk Syndrome’

“ I wanted to build a principal

gift practice that wasn't just
on the side of my desk. With
this new position, when I sit
down and spend time on
principal gifts, I'm not trying
to figure out what I should
be doing. I'm doing it. That's
allowing us to build the
Vice-President’s office
largely around the
stewardship and pursuit
of principal gifts.”

Peter Fardy,
Vice-President, Advancement
Dalhousie University

Source: Advancement Forum interviews and analysis.
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A Noticeable Shift in Principal Gifts

The Status Quo Starts to Crumble

A growing number of institutions are starting to flip the traditionally CAO-centric talent paradigm and put early-
career fundraisers or recent hires in front of principal gift prospects. That's happening because who we identify as a
prospect is starting to grow.

Whereas the principal gift relationships of the past—our deepest, longest-standing relationships—always merited a
senior executive’s touch, many of today’s prospects are “cold”, having little to no engagement with or giving to the
university. At present, these prospects don’t merit the CAO spending much time trying to land a discovery visit.

These high-net-worth, unengaged donors don't fit into our traditional principal gift staffing paradigm, and they're
starting to break the model.

The principal gift staffing challenge CAOs face today is how to build a program that can steward the most important
relationships while simultaneously developing a pipeline of new principal gift prospects who could quickly move
towards a transformative gift without decades of cultivation.

Expanding Opportunity Complicates the Model

‘ When principal gift programs were first established in the 80’s they typically focused on 20-30
couples and individuals whose interest and devotion to an organization made them stand out
among other supporters... Thirty years later that focus seems impossible given the number
of wealthy individuals we are in a position to know. Most principal gift programs have expanded
to meet that new reality seeking to work with upwards of 200 individuals in some cases.”

Rebecca Tseng Smith, Senior Executive Director of Development
University of California, San Diego

Moving From Core Supporters... ...T0o Working With Emerging Prospects
i e o

I ]

» Consistent gift history » Inconsistent giving

» Deep, decades-long relationships « Nascent or non-existent

« Managed by the VP, president, relationships

deans + Managed by MGOs

Source: Advancement Forum interviews and analysis.
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A New Hire for the Coldest Prospects

UC Davis Builds Portfolio Focused on Those with Low Engagement

UC Davis solved that staffing challenge not by turning to a high-ranking senior executive, but rather by hiring an
early-career fundraiser into a principal gift discovery role.

When Davis uncovered 800 unassigned prospects with principal gift potential, they had their executive director of
principal gifts take on the top 100 warmest prospects. The remaining 700 who scored a 2 or lower in engagement—
those with “cold” relationships—fell to the principal gift discovery officer.

The newly hired principal gift discovery officer’s persistence, focus, and lack of management responsibilities meant
that they could ably navigate through gatekeepers, meet principal gift prospects in person, build affinity, and
quickly move them toward high-level giving.

Three years after creating the position, the team is seeing positive results. In fact, the executive director of principal
gifts at UC Davis estimates that, based on current projections, they are on track to bring in $20M in FY2020.

Prospect —» Assigning an Officer to the Coldest Prospects
Warmth
Rating * 40 prospects * One director of
A\ currently managed development assigned
Warmer |6 . Litt_le to no engqgem_ent or . Respon;ible for entire
giving to the university cultivation cycle
5
100
Prospects ZOM Expected through new gifts and
4 commitments for FY2020
3 She’s been with us three years, and right now she’s
| | at the tipping point. It takes some time from
discovery to giving. We're right in the window. These
prospects are really starting to turn into donors.”
:00 Daniel Isidor, Executive Director of Principal Gifts
rospects University of California, Davis

Colder

Source: Advancement Forum interviews and analysis.
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Hiding in Plain Sight

University of South Dakota Jump-Starts Principal Gift Relationships

The University of South Dakota had a similar experience when a prospect model found 301 unassigned prospects
whom they didn’t even know had principal gift potential. One year later USD had brought in $17M from those
prospects. Just six years later the total funds raised from these prospects had risen to $85M.

Contrary to popular belief, these principal gifts did not come into the institution as the culmination of lifelong
relationships. Many of these donors wanted to move quickly. Half of those who ended up giving at transformational
levels gave almost immediately.

This behavior aligns with the rise of the donor-investor highlighted in our past research. Donor investors move
quickly, and analytically, to evaluate the potential benefits of philanthropic investments and make their decisions to
give in a short time frame.

Small Investment, Big Reward

2012 2013 2018

e ——
$15K $17M $85M

Spent on principal Raised from newly Raised from newly identified
gift prospect identified principal gift principal gift prospects
modeling turns up prospects

301 new prospects

From Zero to Principal Gift

“About 50% of these prospects wanted to immediately start giving transformational
gifts to the university. The other 50% gave us a small gift to see what we could do. Within
a year we’'d ask for a gift to their full capacity. If we stewarded them well, they said yes.”

Margaret Williams, Director of Prospect Research
University of South Dakota

Source: Advancement Forum interviews and analysis.
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Betting on Nontraditional Principal Gift Staffing

Early Career Fundraisers Take the Lead

While UC Davis hired a dedicated principal gift discovery officer to manage their newly identified prospects, the
University of South Dakota enfranchised their entire team of fundraisers to own these relationships, even though
many of them had little or no experience in fundraising. Of the 14 fundraisers engaged in this principal gift
discovery blitz, 1 in 3 had less than one year of fundraising experience.

In this case, their lack of experience was a benefit rather than a hindrance. While more tenured fundraisers may be
better at managing complex relationships, early-career fundraisers still managed these relationships well. But unlike
the more tenured MGOs on staff, the new hires were hungrier cold callers and more tenacious in their attempts to
get through gatekeepers. Additionally, these early-career fundraisers didn't have any preconceived notions about
how long it should take a principal gift prospect to get to a proposal, allowing them to better meet the needs of
today’s donor investors.

In effect, their inexperience made them more proactive, fearless, and ambitious, which translated into significant
revenue for the university.

Principal Gift Discovery Officers at the University of South Dakota

Of gifts closed
. . Had zero years (0]
1 4 Fundraisers 1 ln of experience 57 A) by early career

staff in year one

Responsible, able to manage a complex
relationship

previous contact

Willing to bet against historical
Q cultivation cycles and timelines

.A Willing to cold call prospects regardless of J x
V4 ®

Source: Advancement Forum interviews and analysis.
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