ILLIONS OF DOLLARS ARE
donated each year through a
combination of corporate
foundations, and corporate
offices, and those figures are
on the increase (see “Trends in Corpo-
rate Philanthropy” on page 52), but is
the price of entanglement potentially
too high? Government regulators such
as state attorneys general express
concern about “cause-related market-
ing” relationships in which much higher
paybacks accrue to corporations than
to nonprofits,' and recently the Senate
Finance Committee issued a report
criticizing pharmaceutical companies’

Corporate Philanthropy 2007:
Finding the Compatible

Intersection

by Andrew Crosby

grantmaking to medical schools.?
Outside of government, nonprofit
watchdogs have warned grant seekers
about the explicit and implicit strings
attached to corporate support and the
potential damage such support can
inflict on the reputations of unsuspect-
ing nonprofits.? Thus nonprofits are
wise to approach these relationships as
amature partner with a realistic under-
standing of the exchange proposition.
Corporate fixation on “strategic”
philanthropy* means that potential
partner companies, from the local fur-
niture store to the biggest corporation,
will try to extract the greatest value

they can from their grants. Nonprofits
need to maximize benefits and protect
against potential risks with the same
vigor as their corporate partners.

To help you with your consideration
of risk versus benefits, we have pro-
vided a partial checklist in the box on
page 54, but first some discussion from
nonprofits that have benefited from cor-
porate money.

What'’s It All About?

“We as nonprofits have to do our home-
work,” says Tim Sheahan, president and
CEO of the Boys & Girls Clubs of Metro
Denver. For those that do, the rewards

Organization Boys & Girls Clubs of Metro The Center for Arts in Natick Minnesota Council of Nonprofits,
Denver, Denver, Colorado (TCAN), Natick, Massachusetts St. Paul, Minnesota

Name Tim Sheahan, president and CEO | David Lavalley, executive director Leslie Nitabach, development

and membership manager

Geographicarea | Metro Denver Natick and surrounding areas Minnesota

of service

Budget $6,000,000 $800,000 $2,000,000

Corporate 10 percent 25 percent 10 percent (100,000 grants plus

donations 120,000 sponsorships)

Yearsin 45 10 20

operation

Members 8,000 1,000 1,780

Web site www.bgcmd.org www.natickarts.org WWW.mncn.org
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Trends in Corporate Philanthropy
Navigating the shoals of corporate philan-
thropy might require some good mapping of
the shoreline and landscape. The following
facts may serve as a cartographic survey of
the world of corporate philanthropy today:

- In 2006, total foundation grantmaking
topped $40 billion, with some $4 billion
coming from corporate foundations. But
that’s less than 30 percent of the nearly $14
billion in charitable giving from the corpo-
rate world. In 2005, in terms of foundation
giving, corporate grantmaking increased
16.5 percent, in part because of Hurricane
Katrina- and tsunami-related grantmaking,
the largest one-year proportional increase
since 1997. In 2006, corporate philanthropy
continued to climb another 6 percent.®

- An increasing chunk of corporate grant-
making comes from the pharmaceutical
industry. In 2005 a dozen pharmaceutical
foundations accounted for more than $3
billion in donations for medications for people
in need. Four of these pharmaceutical foun-
dations now rank in the top 10 largest grant-
making foundations in the United States.”
Some critics might suggest that the high
prices of prescription drugs render their man-
ufacturers’ charitable deductions for in-kind
donations a dubious form of philanthropy.

- Qverall and in cash grantmaking terms,
the largest corporate grant maker continues
to be Wal-Mart Stores, Inc.; in 2005, Wal-

can be significant. “We actually have
the Denver Broncos funding a Boys &
Girls Club location, as well as providing
broader support to our organization,”
Sheahan says. “We have a five-year com-
mitment—we’re in year four of it
already—and they are very interested
in renewing it. This partnership has
been a win-win for both the Boys &
Girls Clubs and the Denver Broncos and
a phenomenal investment in our local
youth.” Naturally, the Broncos didn’t
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Mart became the first corporation to give
away more than $200 million in cash in one
year.’ Other big corporations ranking among
the top 50 grant makers are Ford Motor
Company, Wells Fargo, and Citigroup.’
Among the largest corporate grant makers

One study of nearly 3,000
corporations in 50 cities indicates that
77 percent of corporate charitable
giving stays within corporations’

headquarter communities.”

overall—regardless of whether they use
corporate foundations as their vehicles—
are Bank of America, Altria, Wachovia, Exxon
Mobil, Target, and Johnson & Johnson."

- Corporate philanthropy is dominated by
a relatively small number of large corpora-
tions. In 2002, 95 C corporations with net
income of more than $1 billion accounted for
40 percent of corporate charitable deductions;
10 corporations alone accounted for almost 20
percent." Corporations that are particularly
open to philanthropic grantmaking are “con-
sumer sensitive”retail firms that see corporate
giving as increasing their market sales and
revenue growth,” corporations that advertise
extensively, and highly regulated firms.”

decide to support just any Boys & Girls
Club, but the Denver Broncos Boys &
Girls Club branch in particular. A key
attraction was the public identification
of the Broncos’ brand with philan-
thropy; explicit identification meant
publicity, credit, and value.

The Center for Arts in Natick, Mass-
achusetts (TCAN), also successfully
collaborates with local businesses.
“Our recent partnership with a high-
end furniture chain that just opened a

« Not only do a relatively small proportion
of corporations account for a large propor-
tion of corporate grantmaking, corporate
philanthropy doesn’t necessarily reach all
geographies evenly: one study of nearly
3,000 corporations in 50 cities indicates that
77 percent of corporate charitable giving
stays within corporations”headquarter
communities.” In 2004, corporate funding
priorities emphasized health and human
services and education: health and human
services received 44 percent of funds; educa-
tion received 14 percent; international
efforts got 19 percent; civicand community
received 8 percent; and culture and the arts
received 4 percent.”

« There is significant growth in corpo-
rate “cause-related marketing”: that is,
attaching a corporation’s name and brand
to nonprofit activities through marketing,
advertising, purchase-triggered giving,
licensing of charitable logos, and spon-
sorships. Between 2002 and 2006, cause-
related marketing sponsorships in the
United States alone increased from $816
million to $1.34 billion.™ More than 80
percent of Americans say that they would
switch corporate brands, with price being
constant, to help support a “cause,” and
75 percent say corporate commitment to
causes is an important factor in deciding
which products and services to pur-
chase.”

new location nearby has provided the
store with good local publicity, and
TCAN with a new way to reach poten-
tial members. The company’s focus on
the aesthetics of interior design, com-
bined with our focus on the arts, makes
the partnership a great fit,” says David
Lavalley, TCAN’s executive director.
Taking a slightly different approach,
the Minnesota Council of Nonprofits
(MCN) partners with a wide variety of
local businesses and larger corpora-
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tions through foundation grants, event
sponsorship, ad placement, and special-
membership categories that bring
company representatives closer to its
members. “Part of our strategy is to
carefully discern where the joint inter-
est is and to pursue those mutually ben-
eficial relationships while being careful
to protect the interests of MCN and its
members,” says Leslie Nitabach, the
council’s development and membership
manager. “Does this mean that we will
sometimes turn down an opportunity?
You bet.”

As tempting as this potential pool of
investment might be, each of these non-
profit leaders cautions that corporate
contributions come with some obliga-
tions, expectations, and associations
that nonprofits must consider before
sealing any partnership. “It used to be,
from the corporate fundraising side,
‘Sure, we'll sponsor a kid, and it makes
us feel good,” and that kind of thing,”
Sheahan says. “But now we’re seeing
corporations want more bang for the
buck. They want to know what they're
going to get out of it and whether it will
come out of the marketing budget or
philanthropy budget.”

A recent study conducted by the
Center on Philanthropy at Indiana Uni-
versity and sponsored by the Target
Corporation entitled “Corporate Philan-
thropy: The Age of Integration”
concurs: “Overall, the companies con-
sider support for nonprofit organiza-
tions a key business function, not a
marginal activity.”” The report identi-
fies several trends within corporate phi-
lanthropy, including the following:

e 3 representation of the essence of
what the company stands for rather
than an effort to boost revenue in direct
ways;

® a way to strengthen the corpora-
tion’s internal and external linkages,
with different goals for internal and
external relationships and, frequently,
different management strategies
applied to these relationships ;

* a “trialogue” among corporations,
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nonprofits, and the public (comprising
consumers and community members),
with all participating at nearly equal
“volume”;

® negotiation with nonprofits as
formal, multiyear partnerships with
contracts and terms and with both part-
ners participating in the responsibili-
ties; and

e an approach that emphasizes build-
ing capacity or changing a field of knowl-
edge or practice rather than supporting
change in the lives of individuals.

These corporations want to main-
tain a positive image and want various
constituencies within the public to view
them as good corporate citizens.

According to the report, corporate phi-
lanthropy is one way to help build loyalty.
Giving may be focused on strengthening
close links such as on employees, cus-
tomers, suppliers/vendors,
shareholders/owners and local commu-
nity (sites); while other giving may be
focused on strengthening more distant
links such as the global community/inter-
national public, regulators/policy makers,
opinion makers/media/stock market, and
the general public.

“We’re finding that corporations are
much more targeted and have defined
their interests a lot more than in the
past,” says Lavalley. “And, they have
also more narrowly defined their phil-
anthropic interests as well. For
example, in education or health care
they might seek programs more closely
aligned with their business mission.
They still participate in philanthropy,
but they’re looking for something much
more connected to their business
objectives.” According to the Center on
Philanthropy at Indiana University’s
report, companies are focusing corpo-
rate giving programs into efforts that
show the essence of what they stand
for. For example, Procter & Gamble
espouses the motto “Live, learn, and
thrive”; Wachovia’s is “Employee
engagement, stronger communities,
diversity”; and IBM’s is “Innovative use
of technology to solve problems.” So,

explains Nitabach, “if a corporate
donor wants to reach moms with kids,
because that’s who buys most of their
stuff, and they say that that’s their
brand, and they're pretty clear about
that. Not every organization can go in
and get general operating support from
that donor. It has to be about ‘How are
you going to reach moms and kids?’
And it can be through the arts, and it
can be through other means; but at the
end of the day, the organization must
clearly demonstrate how they are going
to help the company appeal to moms
and kids, because that’s who the
company wants to impress.”

Step Right Up

“Matching the organization’s needs
with the strategic goals of the donor—
that is paramount,” says Lavalley. “We
think carefully about the partnerships
that we enter into as well to make sure
that it’s going to feel right to the people
who are supporting us currently. This
is where a competent development
organization can add value, by
researching your own donor or patron
base and seeing if you have existing
relationships with the donor organiza-
tion, individuals who might provide a
better understanding of the things that
are important to the donor. Often these
are right in front of us. Also, connect-
ing with the local chamber of com-
merce, you’'ll find a number of
businesses large enough to be very
interested in some level of philan-
thropy, but maybe less than that huge,
megacorporation that happens to have
a headquarters in your area.”

Timing is also important, notes
Lavalley. “Understand the business
cycle. There are times of the year when
they spend this money, and if they don’t
spend it, they lose it. So if you miss that
window of opportunity, you're probably
out of it until the following year.”

What’s in a Relationship?
Nonprofit-corporate partnerships pose

their own communication challenges.
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Look Before You Leap

Often the hardest partis beginning the con-
versation and getting the attention of a
potential business supporter. How should
nonprofits go about deciding whether to get
involved in corporate partnerships and phi-
lanthropy? There are several questions to
consider:

1. Does seeking and accepting corporate
funds clearly fit your agenda and give you
desirable flexibility in their use?

2. Do corporate funding and sponsor-
ships come with a quid pro quo to support
the business and its products? If so, consider
this carefully, not only in the present but in
the long term as well, because your non-
profit and the corporation will be exposed to
the failures and successes of each other.

3. Does your organization have a process
for conducting due diligence in researching
potential corporate funders to ensure that it
is appropriately informed about issues and
is prepared to reject potential funding?

Differences in style and process, com-
bined with the changing field of grant-
making toward more automated
processes mean that nonprofits enter-
ing this area will have to adapt. Increas-
ingly, larger companies are using online
applications and screening as well as
relying heavily on Web sites to commu-
nicate grant and partnership priorities.
According to the Center on Philan-
thropy at Indiana University’s report,
many funders see these mechanisms as
a way to be “more transparent in their
decision making about corporate
support for nonprofits.” Yet for some
organizations, the establishment of a
relationship before an application is
submitted is critical in developing a
partnership. “We’ve had limited success
with those kinds of online applica-
tions,” says Lavalley. “What we’ve been
most successful with is where we have
some sort of personal relationship with
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4. Does your organization have the
human resources to establish and maintain
a corporate partnership? Many corporations
require nonprofits to deliver on a range of
activities and report on their outcomes in
detail.

5. Consider what standards your organi-
zation requires from its partner. Does the
corporation support sustainable develop-
ment? Does the company place women and
minorities in management positions and on
its board of directors? Does the company
have progressive policies regarding purchas-
ing from or investing in women- and minor-
ity-owned businesses? Does it have hiring
programs for the disabled? Does it have pro-
gressive policies toward the treatment of
gays and lesbians in the workplace? Does
the corporation show a commitment to and
history of fair [abor negotiations? Does it
show respect for the environment in its
conduct of day-to-day business?

the foundation or the organization.”
He adds that once a relationship is
established, “it’s important that the
executive director not be the only point
of contact. Bringing board members
into the discussion at the right time
can really impress the corporate donor
and help put the request for funds over
the top.” Sheahan notes that it is also
important to “have almost an account
manager-type person that knows that
if the partner has a question about
what’s going on, they have one main
contact to begin with once the deal is

”

cut

Check for Rocks Before You Dive In

“Be sure your prospective partner is
not involved in something that might be
in conflict with your mission,” says
Lavalley. Then take it slowly, advises
Sheahan. “If you're a new organization
diving into this lake, move slowly and

understand the way it works so you
don’t go after a whole bunch of corpo-
rations at once and then can’t hold up
your end of the stick.” Nitabach also
advises a pragmatic approach. “It’s
really important for nonprofits to be
realistic about planning and clearly
articulate what their organization can
accomplish—what’s reasonable given
the time frame and other constraints—
and keep in mind that businesses
expect this. In an organization I worked
for previously, my predecessor over-
promised what we could deliver, and we
definitely burned some bridges and had
to work very hard to repair the relation-
ships, which was a terrible use of our
limited resources—never a good thing.”

Lavalley agrees that nonprofits need to
be realistic about what this kind of giving
means down the road. “There is a day of
reckoning with this stuff,” he says. “And
you know, after you've had the champagne
toast of getting the nod or getting the
check, there are meaningful check-ins later
on down the line where they want to make
sure that if they felt you were going to help
them touch 20,000 more customers, they're
going to want to measure that. Or if there
was some program that you promised to
implement, they’re going to want to see that
you've delivered. So I think it’s important
not to overcommit in the fervor of these
campaigns and make sure they understand
what your limits are.”

Soliciting corporations for grant
support, sponsorships, or other kinds of
organizational support requires that a
nonprofit knows not only what it wants
and needs but also under what condi-
tions it would be willing to accept the
support if offered. The advice from
NPQ’s nonprofit experts can be summa-
rized this way: take a hard look before
you leap into the corporate pool.

Endnotes

1. Ruth McCambridge, “Cause-Related Mar-
keting: Proceed with Caution,” Special e-
Newsletter, No. 9, March 2002
(www.nonprofitquarterly.org/section/262.h
tml).

WWW.NONPROFITQUARTERLY.ORG - SUMMER 2007



2. U.S. Senate Committee on Finance, “Use
of Educational Grants by Pharmaceutical
Manufacturers,” Grassroots Fundraising
Journal, April 2007
(www.finance.senate.gov/press/Bpress/200
Tpress/prb042507a.pdf).

3. Rick Cohen, “Fundraising Medicine:
Creating Gift Acceptance Policies,” Grass-
roots Fundraising Journal, Volume 21,
issue 1, January/February 2002
www.grassrootsfundraising.org/mmb/mer-
chant.mvc?Screen=PROD&Store_Code=G
&Product_Code=v21_nl_art03—-DLD.pdf).
4. Michael Porter and Charles Moore, “Con-
versations on Strategy,” Strategic Corpo-
rate Philanthropy, Vol. 3, No. 4, 2003
(www.corporatephilanthropy.org/
ncp/pubs/CECPSpring2003.pdf).

5. The Center on Philanthropy at Indiana
University, Corporate Philanthropy: The
Age of Integration, May 2007.

6. The Foundation Center, Foundation
Growth and Giving Estimates, 2007
(www.foundationcenter.org/gainknowl-
edge/research/pdf/fgge07.pdf).

7. Ibid.

8. Ian Wilhelm, “A Surge in Corporate
Giving,” The Chronicle of Philanthropy,
August 2006 (www.philanthropy.com/
premium/articles/v18/i21/21002801.htm).
9. The Foundation Center, Foundation
Yearbook, 2006 (www.foundationcenter.
org/findfunders/statistics/pdf/
11_topfdn_type/2004/top50_tg_all.pdf).
10. “Corporate Philanthropy’s Biggest
Givers,” BusinessWeek, 2005 (www
.businessweek.con/investing
/philanthropy/2005/ccompany.htm).

11. David Joulfaian, “Basic Facts on Chari-
table Giving,” U.S. Department of the Trea-
sury, June 2005 (www.ustreas.gov/
offices/tax-policy/library/ota95.pdf).

12. Ian Wilhelm, “Sales Go Up $6 for Every
$1 Companies Add to Giving Budgets,”

The Chronicle of Philanthropy, January 17,
2007 (www.philanthropy.com/free/update/
2007/01/2007011901.htm); and Baruch Lev
et al., “Is Doing Good Good for You? Yes,
Charitable Contributions Enhance Revenue
Growth,” Social Science Research Network,
July 2006 (http://papers.ssrn.com/sol3/
papers.cfm?abstract_id=920502).

Impacting Social Policy: Understanding Advocacy

Although regulations, public policy and funding patterns have an enormous effect on the

13. William Brown et al., “Corporate Phil-
anthropic Practices,” January 2006
(http://econ.claremontmckenna.edu/papers
/2006-01.pdf).

14. Christopher Marquis, “The Geography
of Corporate Giving,” Working Knowledge,
November 21, 2005 (http://hbswk.hbs.edu/
item/5103.html).

15. The Giving USA Foundation, Giving
USA 2006.

16. “The Growth of Cause Marketing,”

The Cause Marketing Forum, 2007
(www.causemarketingforum.com/page.
asp?ID=188).

17. Cone Corporate Citizenship Study:
The Role of Cause Branding, 2002.

ANDREW CROSBY is the Nonprofit Quar-
terly’s editor.

REPRINTS of this article may be ordered

from store.nonprofitquarterly.org, using
code 140209.

41 pages, $14.95

outcomes an organization can produce, many IlOI’lpI‘Ofit managers and board members are

unclear on hOW l'Ill.lCl'l advocacy they can dO, what their particular advocacy agenda

should be or how to organize themselves for it.

Strange Accounts: Understanding Nonprofit Finance

49 pages, $14.95

“Strange Accounts” explores the peculiarities of nonprofit finance and provides best-

practice approaches, so that the reader may become as skillful a strategist~as a manager

or board member—as they shou]d.

Board with Care: Perspectives on Nonprofit Governance

48 pages, $14.95

Governance is one of the most important topics a nonprofit can explore because existing

governance systems seldom are built to fit each organization and situation as well as they

could. Instead we often "borrow" governance structures, bylaws and all, from other

organizations.

Heroes, Liars, Founders, and Curmudgeons: ............... 45 pages, $14.95
How Personal Behavior Affects Organizations
Why do we expect all of us passionate people to act in emotionally reasonable and

neutral ways? Why do we get outraged or flummoxed when our partners become driven
by something that doesn't make perfect sense? And why are we often blind to the more
destructive effects of our own quirks?
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