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Making Planned Giving Work for You

Executive Summary

Developing a successful planned giving program can be a complex undertaking. But it is one that is well worth the trouble.
Extensive research has shown that planned giving is about lifestyles and loyalty, not wealth. Many organizations still think they
have to find the millionaires in their database to secure planned gifts. The truth: everyone in your annual fund program has
the potential to be a planned giver. This means you have more control over the process than you think. Equipped with solid

information and the right marketing strategy, your organization can build a successful planned giving program.

Making Planned Giving Work For You
Planned giving strategy tips for every organization
Lawrence Henze, J.D., Managing Director, Blackbaud Analytics
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About Planned Giving

Planned giving, once called deferred giving, refers to any charitable gift that requires more
thought and planning to execute than the average donation. Planned giving has traditionally been
defined as the gift that an individual makes near the end of his or her lifetime. There are many
kinds of planned gifts, from simple bequests in a will or an estate plan, to annuities, charitable

e ) ) remainder trusts, charitable lead trusts, pooled income, life insurance and life estates.
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Planned Giving. When these solicitations fail, organizations are left with the impression that planned giving is

1 just not right for them. Other organizations send broad-based planned giving mailings to older



Faced with poor responses to their
planned giving solicitations, many
organizations have focused on
soliciting annual funds rather than
expending resources to seek out
future dollars. If you are doing this,
however, you could be missing a
major opportunity to strengthen
the long-term viability
of your charity.

donors, telling them about a multitude of planned giving vehicles and asking them to contact the
organization for more information. In my experience, returns on such requests for information
often average less than one percent. Moreover, little — if any — personal follow up is done with the

prospects who do not respond.

The historical lack of meaningful research on planned giving has done little to help nonprofits rethink
their strategies. It is often difficult to get reliable, accurate information on planned giving donors, as
between 70-90 percent of all bequests are unknown to the charity until after the donor’s death. Add
to this the fact that, for many groups, their small cadre of planned gift donors are trustees, board
members and others with unusually close relationships to the charity, and much of what researchers

thought they knew about planned giving prospects has proved to be wrong.

Faced with poor responses to their planned giving solicitations, many organizations have focused
on soliciting annual funds rather than expending resources to seek out future dollars. If you
are doing this, however, you could be missing a major opportunity to strengthen the long-term

viability of your charity.

What Makes a Planned Gift Donor?

The most recent National Committee on Planned Giving survey offers some insight into why

people make charitable bequests:

¢ 97 percent say they care about the charity
¢ 82 percent want to do something special
¢ 35 percent use planned giving as an income or estate tax planning strategy

¢ 21 percent say they know someone at the organization

Research, including the National Committee on Planned Giving survey, has also provided a better
understanding in recent years of who makes the best planned giving prospects. The answer:
annual gift donors. Contrary to conventional wisdom, most major gift donors have made their
big donation to the organization — and, in my experience, are unlikely to make a second large
gift. As a result, it is important for charities to focus attention on building long-term relationships

with those donors who are counted on for donations year after year.

Not every annual gift donor is alike; and different types of people are likely to gravitate to different
planned giving vehicles. The good news is that there are some income and lifestyle factors that
can help you to distinguish your best bequest prospects from your charitable gift annuity or

charitable remainder trust prospects:

*  Older retirees on fixed incomes who still give to the charity, although the size of their annual
donation may have plateaued or gone down, are likely to make a charitable bequest as they

want to make a final gift to the organization they care about the most.

¢ Younger married couples in their forties and fifties are also good charitable bequest
prospects. They typically still have children at home, tend to have moderate to upper-
moderate incomes, and are active consumers who use credit and get credit much more

aggressively than older retirees.



¢ Single females over age 65, many of whom have outlived spouses, are excellent prospects for
charitable gift annuities. They tend to be living on fixed incomes and are worried about their
future income stream. Annuities appeal to them because they guarantee an income stream

for the rest of their lives.

¢ Wealthier people between their mid-50s and age 70 are good charitable remainder trust
prospects. They are typically fiscally aggressive, and their credit histories and lifestyles indicate
that they are upscale and ostentatious. Some may in fact have made a major gift prior to

establishing a trust.

Armed with these donor profiles, there are steps you can take to identify and target the planned

giving prospects in your database.

Using Research to Identify Your Best Prospects

According to research on fundraising and philanthropy, each person in your database has an
ultimate gift potential for your organization. For many, the ultimate gift potential may be $0.
Perhaps they are not charitably inclined — or an alumnus only gives to his graduate school, or a
former patient paid a large bill and does not think of your hospital as a charitable entity. Other
people in your database, however, may be loyal donors, giving pretty much the same amount year

after year.

According to the concept of ultimate giving potential, there is a third category of people in your
database: those who are likely to make a large donation. These are the people you should analyze
most closely and with whom your organization should build relationships. They include three types

of donors:

+ those who will make a major gift (however defined by the organization);

As you look at your donors, ¢ those who will make some form of planned gift; and
¢ those who will do both.

their lifestyles and their giving

histories in order to identify your . _ S ,
My experience shows that this last category is typically comprised of the 15 percent of prospects

best planned giving prospects, at the top end of your donor list who know your charity the best.

it is important to avoid using

misleading data. As you look at your donors, their lifestyles and their giving histories in order to identify your best
planned giving prospects, it is important to avoid using misleading data. Most generic models
used to identify individuals to approach, for example, will steer you toward people who have
reached a certain age and income level. While you might find some good major gift prospects, this
does nothing to identify who is likely to make a planned gift. Similarly, an intuitive model will look
at those people in your database who have already made a planned gift — mostly trustees with
a close affinity to your organization and other top donors — and assume that all your planned
giving prospects will share similar characteristics. Yet the research on planned giving makes clear

they do not.

The good news is that individuals who make planned gifts, whether to a university, a hospital,

3 a human rights group or an art museum, tend to look very similar from organization to
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organization. This is where predictive modeling can help. Our statistical models incorporate over
a decade’s worth of planned giving behavior around the country. This means that we can apply
historical giving patterns to analyze your database and create profiles of your annual donors by

type of planned gift.

Although it is important to understand who your best bequest prospects are, or your best “trust”
prospects, this knowledge does not instantly translate into fundraising success. You still need to
solicit planned gifts for your organization. Here again, your profiles can help you to devise the best

marketing approach for these different potential donors.

Using Marketing to Reach Out to Your Best Prospects
Understanding how to ask for a donation is always critical, and research on planned giving offers
useful guidance to steer the right message to the right person. Here are some tips to help you get

started:

1. Keep your message simple

When soliciting for a planned gift, simplicity is key. The most successful solicitations are clear,
concise and focus on only one type of planned gift at a time. Because we know that bequest
prospects are different from annuities prospects, for example, there is no reason to send anyone
information about both giving vehicles. And do not talk about a CRAT? or a CRUT* — eliminate

the acronyms, technical language and insider jargon in favor of plain English.

2. Make anniversary date solicitations

The best time to ask someone for a donation is when he or she is most likely to make one. You
should analyze your database to learn which donors faithfully give in a particular month or
quarter. If you know when someone gives each year, then you can gear your solicitation to that
time of year (and eliminate mailings they will never respond to and telephone calls that might
annoy them). This will save you money even as you build a more meaningful relationship with
your donors. In addition, research shows that anniversary date donors tend to be good planned

giving prospects.

3. Adopt a segmented solicitation strategy

No solicitation strategy will be effective if you do not ask the right way. Segmenting your database
based on who responds to what type of solicitation (e.g. direct mail as opposed to telemarketing)
will improve your response rates and save your organization money. Understanding who gives

— and what solicitation different individuals will respond to — also offers you another way to
target potential donors. Research shows, for example, that people who respond to direct mail
solicitations have historically been more likely than telemarketing-responsive people to be good

planned giving prospects.

4. Cultivate relationships with annual donors

Once you understand that your best planned giving prospects will come from the ranks of your
annual givers, the next step is to build an ongoing relationship with these individuals. Ideally,
officers and other top representatives of your nonprofit should reach out to consistent givers once

they reach age 40 to cement their relationships with the organization. While the personal touch is



time consuming, the long-term payoff can be substantial.

5. Encourage your annual fund staff to collaborate with your planned giving team
Successfully securing planned gifts is all about building relationships with donors. Make sure
the staff managing your annual fund understands both the importance of promoting long-term
relationships and how their work can help result in larger gifts to the organization over time. If
a spot opens up on either team, make sure you place emphasis on hiring a good communicator.

Technical expertise is abundantly available from financial planners and attorneys.
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Appendix: Types of Planned Gifts
Donors are making a number of different types of planned gifts. Here are some of the most

popular ones.

+ Bequest — A provision in a will or estate plan that allocates all or part of the individual’s

estate to a designated charity.

¢ Charitable Remainder Trust — An irrevocable trust that pays a specified annual amount
to one or more people for a fixed period of years (often the life of the individual). At the end
of the term of the trust, the remaining trust assets are distributed to the charity. A charitable
remainder annuity trust provides a fixed payment; a charitable remainder unitrust pays out a

fixed percentage of the trust value each year.

¢ Charitable Lead Trust — Similar to a charitable remainder trust, but the principal reverts to
the donor or his or her designated heirs at the end of the trust term. If the principal reverts
to the donor, he or she gets a charitable income tax deduction; if an heir, that person gets a

charitable gift tax deduction.

¢ Charitable Gift Annuity — An irrevocable transfer of property (e.g. securities) in exchange
for a contract to pay the donor an annuity for life. Because the value of the property exceeds

the value of the annuity, it is partially a gift to the institution.

+ Life Insurance — An arrangement in which a donor gives a life insurance policy to the
charity. The cash value of that gift is tax deductible, as are any future premiums the donor
may opt to pay on that policy. Note that only life insurance policies that are paid in full qualify

as planned gifts.

+ Life Estate — An arrangement in which a donor gives her home to the nonprofit while
retaining the right to live there for the remainder of her life. The donor receives an immediate

income tax deduction. The charity may sell the property upon the donor’s death.

+ Pooled Income Fund — An arrangement, similar to a mutual fund, in which a donor
contributes to a fund and receives a share of the proceeds based on the percentage of his
contribution. Donors pay no capital gains on the transfer of appreciated property. When the

donor dies, his shares transfer to the charity.



