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It's time to have a
real talk about the real cost —
join the conversation



https://www.youtube.com/watch?v=z_w3v6TxJZQ
https://www.youtube.com/watch?v=z_w3v6TxJZQ
https://www.youtube.com/watch?v=z_w3v6TxJZQ
https://www.youtube.com/watch?v=z_w3v6TxJZQ
https://www.youtube.com/watch?v=z_w3v6TxJZQ

7RI NINZN DNID P
FORUM OF FOUNDATIONS IN ISRAEL

n10NN

NI'MYN] NYPYN 7V NI 2172 N'YUN NOXN @
'TN2NN 1TAN2 NN

NI'Av'M NIF'VPIS OY NND'N @

NIMONIY/N'Y/MNTNT JUNN? IX'¥I10190 DTN 'IN'T e
NWI1]



I/I

7RI NINZN DNID >
FORUM OF FOUNDATIONS IN ISRAEL L =

?orrham an'y

D'i72ynn 720 DRIANRD 7Y D'URYNDS [NN7 NV A'DINN1T7'ON e
JIMRD NI'MNYNA 7¢ 21T'N NINOI

NI'MYNA XY NIFNYNA T DYNN 7270 DRIARA 2IT'N NTAI0A TynNN) o

NI'NMYN '7790 NIINA 1NN @
(PT DWI DFTAY DY [12)) QUIY 71IYON NIXRNIA "2 YIY XN
(IT ,n>waI AT TN ,7I'Y ,N'AVIVON ,D'7NIN NIN'O [12D) NIMIAX NIZID' NIN'S TYI

072NN 727N DNIARD DY N7Y NIAEA 'oN! 1aa7 NITRY D2N NNIYNY DAI0 e
?0n%7w 0DXN DX 'an7 0710 NNIX DXRN
NIMIAX NI'NYN L, NIT71D' NN NNIEN 2199107 ?20NN7 an%

12NN NTIAY 7¢ N7yn 2070 - 2'AN AWK DINN 7Y DY7IYNN NTAVIVON N'AN @
JDNIPNNI NIFA'0IV0 TN NIXRXIAN ,NINIINA NIYY )0 :ANT T'NN



?8wIMa 10'Y 7w maw 30 'AanX UTh Nn

Three Decades of Work on Cost Recovery?™

Bridgespan article

GuideStar, BBB, & Charity
Navigator report

Forefront convening

Clara Miller
RAND report

1985 1990 1995 2000

Bridgespan
article

Paul Brest
article on GOS

Bridgespan article

Urban Institute &
NCON study

Article, report, or
written commitment

Presentation or
convening

Collaborative
formation

508

InsideNGO
Urban Institute study (NFF) article project

USG OMB guidance

Forefront commitment
Full Cost Project
(CA regional assns of grant-
makers, Nonprofit Finance Fund)

Funder collaborative

(Ford, Hewlett, MacArthur, Open
Society, Packard, Bridgespan)

2020

Bond & Mango report

SeaChange & QOliver
Wyman report

Bridgespan article

Independent Sector
working sessions

* Many others have contributed toward learning on this issue. The above represents a small, non-exhaustive selection of activities to help orient those less

familiar with the landscape and chronology.

Source: The Bridgespan Group



7RI nimmpgn oNidS > &
FORUM OF FOUNDATIONS IN ISRAEL L ==

Five Foundations Address the “Starvation Cycle”
Presidents of five leading foundations are working
together to advance solutions to chronic underfunding of
their grantees.
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Pilot-Verified Rates Exceeded Foundations’ Indirect-Cost
Funding Allocations by an Average of 17 Percentage Points

Indirect-cost rate

60
60%-
B Rate verified during 2018 pilot >4
B Rate reflected in most recent grant
-from funder collaborative foundation
42
4 40
40- 37 38 38
33
79 30 30
27 27
23
2020 20 W20 20 20 20 B20
20-

PILOT GRANTEES

Note: Only includes data for 17 of the 22 participating grantees (due to availability of relevant data). Funder indirect-cost-allocation rate hased on which foundation
nominated each grantee for participation in the 2018 pilot.
Source: BDO/Humentum and FMA verification results.
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GRANT TERMS DEFINED

* Direct costs: nn'w! ni'17y

Expenses directly attributable to a specific project.

* Indirect costs: nI9'py N7y Expenses not directly tied to a specific
project but shared across multiple projects. Indirect costs are essential
and inextricably tied to a nonprofit’s ability to accomplish its goals.

* Overhead: malgn Generally understood as administrative costs. Not an
adequate substitute for the term “indirect costs,” which is more expansive.

* Indirect-cost rate: ni9'y N7V YW Total indirect costs expressed as a
percentage of total direct costs.

 Fair share: jJamn g7na Expense reimbursement for a proportional share
of indirect costs associated with a project. Draws on the broader body of
economic literature related to joint cost allocation.
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Research With Grantees Has Demonstrated Why Indirect
Costs Are Chronically Underfunded

Indirect-cost rates of select nonprofit organizations

100%-
2015 data
M 2016 data
80- W 2018 data
Indirect
60- -
FRE | Unfunded
Direct costs
costs 40-
Highest

20 o .BRNRNE NN RE NN RN pREARRRRRRARAANl - _ rate
typically
funders

feote: 2016 data sxcludes results of four grantess with rates above 100w

Sources: 2015 data - Jen Eckhan-Quesnan, Michas| Etzel, and Sridhar Prasad, “PapWhat-it-Takes Philanthropy, ™ Stanford Social Innevation Review, Summer 2046,
2016 data - Bridgespan financial analysis conducted during 2006 cost diagnostic pllat with grantess,
L0008 data = BROHunseRtum and FMA indirect oSt rate venfication mMsults figm the funder collaborativg's 20018 pllat with grantess,



Menu of Grant-Making Approaches:
Providing Flexibility Across Unique Funder & Grantee Contexts

ENTERPRISE FUNDING PROJECT FUNDING

UNRESTRICTED HYBRID DOES NOT USE USES IDC
_- INDIRECT-COST (IDC) RATE | RATE

Flexible Targeted Flexible
enterprise- growth programmatic
level support support support

Allin project B Indirect-cost-
pricing rate-based
project
funding

Source: The Bridgespan Group
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Raising Up Overhead:
How We Can Do Better

Lisa Eisen is President of the U.S. Jewish Portfolio of the Charles
and Lynn Schusterman Family Foundation.
Barry Finestone is President and CEO of the Jim Joseph Foundation.
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Ford Foundation

President: Darren Walker
e Grant funding in 2017: $652.1 million
e Assets as of year-end 2017: $13.7 billion
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