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Dedicated to all volunteers who untiringly sacrifice their time, energy, and more to helping those in need.





Author’s note


Nothing but insatiable curiosity bears full responsibility for this book. When the first seeds were planted, nobody would have guessed that they might grow into an adventurous endeavor that would keep me on my toes for many years to come, culminating – among other equally joyous outcomes – in a doctoral research project at International School of Management.


Since it is one of the explicit key aims to provide managerial guidance for NGO executives, this book attempts to outline the major findings of the study and give recommendations. With this in mind, the reader is kindly requested to note that this edition has been modified from the original study in a few but crucial regards. Most importantly, a number of citations have been moved or omitted in an effort to improve readability. Further, this edition does not include some of the more technical parts such as a transcription of the interviews. Readers wishing to obtain more details are more than welcome to contact me directly.


I am particularly grateful to those individuals who participated in the interviews, the committee members who assisted in verifying the study results, and of course my dear colleagues and supervisors who helped sharpen the concept of ‘fundraising campaign organizations’. Without your gracious assistance, this study would not have been possible.
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1. Introduction


At first glance, the theoretical set-up of humanitarian aid financing hardly appears highly sophisticated: Humanitarian aid projects typically require funding; hence, organizations wishing to undertake such aid projects seek to establish a strong relationship with donors and other funding sources. So far, so simple.


Indeed, the basic rules that govern the humanitarian sector in Germany have remained largely unchallenged for several decades: New market entrants would typically target existing donors, resulting in a highly competitive market where crowding out was at least as much an issue as developing innovations to attract a new donor clientele. Of course, such a pointed description fails to fully reflect the subtle advancements that characterize the continuous professionalization of the fundraising profession: Many non-governmental organizations (NGOs) have evolved from the overly idealized view of an all-volunteer organization – that regards fundraising as a tedious task which keeps the altruistically motivated aid workers from doing ‘the real job’ – into highly focused market participants that employ professional fundraising departments to secure their long-term health. Parallel to this development, marketing and market positioning strategies have become a major concern in many organizations since they are seen as ways to assist and support the fundraising activities. Yet, the underlying dynamics that govern the humanitarian fundraising market have rarely experienced significant disruption.


The traditional set-up of these endeavors is exemplified in figure 1: To fund their humanitarian aid projects, NGOs attempt to form lasting relationships with donors, which is typically established in a somewhat uncoordinated fashion. New market entrants often capture market share primarily by crowding out other NGOs (figure 2).
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Figure 1. Traditional model of NGO funding (author).





This set-up, however, is beginning to experience major change – at first starting subtly but with increasingly dramatic effects: A new group of market entrants is no longer driven by the desire to find funding for yet another aid project. These organizations focus on the fundraising aspect with unknown enthusiasm but are rather hesitant when it comes to implementing any aid projects.
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Figure 2. Traditional model with new market entrant (author).





For those idealistically motivated NGOs that still view fundraising as a necessary chore, such an approach must appear startlingly foreign, and NGO executives find it increasingly difficult to describe these new market participants: Are they competing NGOs that simply place a particular emphasis on fundraising? A new kind of organization? Possibly a major threat that might lead to a ‘solar eclipse’ by disconnecting NGOs and donors? Or are they ‘colleagues’, seeing that some of these new market entrants actually distribute the raised funds to existing NGOs? Indeed, are these organizations a godsend that drastically eases NGO fundraising? Figure 3 illustrates this effect: The new market entrants operate on a higher level, driving a wedge between NGOs and donors. By attracting donor funds and forwarding those to NGOs, they serve in a ‘middleman’ position.
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Figure 3. New market entrant taking an ‘intermediary’ position (author).





Interestingly, Wilke made an early mention of these organizations as early as 2005. Failing to recognize their particularities, however, Wilke (2005) subsumed them under the umbrella term ‘NGOs’. This is particularly striking since these novel market entrants – some of which are not quite that novel at all – possess characteristics that stand in diametric contrast to traditional NGOs: Instead of starting emergency relief projects without really knowing how to fund them and spending the belatedly acquired funds on these self-operated aid projects, these new organizations distribute the raised funds to existing NGOs and task them with operating the humanitarian projects. In this sense, the new organizations are mere fundraising campaigns lacking the humanitarian aspect of traditional NGOs. Thus, they can be termed ‘fundraising campaign organizations’ (FCO) for all purposes of the discussion.


For NGOs, the existence of these organizations creates a dilemma: On the one hand, FCOs compete with NGOs in the already-tight fundraising market for donor attention and funds. More than that, FCOs drive a wedge into the relationship between NGO and donors, separating the organizations from their donor clientele. At first glance, this point appears to share significant parallels with principal-agent issues encountered in for-profit intermediary relationships. At the same time, FCOs cooperate with NGOs when it comes to actual aid projects, greatly facilitating the NGOs’ own fundraising efforts. This relates almost to an outsourcing perspective. NGO executives respond to this dilemma with a highly heterogeneous approach that ranges from uncritical cooperation to calls of boycott and banishment.


This study aims to take a closer look at these third-party fundraising organizations and the implications that their existence may cause. In an effort to approach this highly relevant issue from different angles, this study attempts to highlight not only the key defining characteristics of this trend but also to point out the implications for traditional NGOs. A particular focus will be laid on providing NGO executives wishing to (re-) position their organization under these changing market conditions with concrete recommendations. While Chew (2006) gives testimony of the argument that the strategic positioning of NGOs followed a distinctly different logic than what is commonly endeavored in profitoriented businesses, this study will attempt to draw from findings of previous studies in both for-profit and not-for-profit contexts and synthesize parallels to the research problem at hand.



1.1. Statement of the Research Problem


While fundraising for humanitarian purposes has never been an easy endeavor, NGOs could at least rely safely on the expectation that competition was limited to fellow NGOs. Since the nature of the ‘product’ (the donation) prohibits competition based entirely on price, it has long been a general expectation among fundraising managers that competition among NGOs would ultimately encourage better project quality and more refined marketing approaches.


The rise in importance of fundraising campaign organizations, however, has produced a noteworthy adversary to traditional NGOs that has the potential to severely disrupt the existing market: Using the fundraising tactics of NGOs, FCOs are more streamlined and tend to move faster. With powerful support from recognized opinion leaders and relevant media outlets, FCOs reach large audiences that easily rival the publicity of major NGOs. Even small organizations with a handful of employees and greatly limited budget have proven able to acquire donations in excess of 10 million euro per year, refuting conventional fundraising wisdom which suggested that ‘small organizations get small change and big organizations get big bucks’.


This competition poses a strategic threat to the traditional positioning of NGOs, which all too often relied on sheer size. Although it should be discussed whether ‘growth’ and ‘size’ are genuine market positioning strategies per se, it is an often remarked-on observation that NGOs typically utilize rather unsophisticated strategies that essentially focus on becoming a household-name. Therefore, this study aims to give an overview of the strategic implications for NGOs that result from the rise of FCOs.



1.2. Purpose of the Study


Rooted in the background information outlined above, this study aims to investigate and analyze the current state of positioning strategy development in humanitarian NGO fundraising. Under the impression of research suggested by Stone et al. (1999) – which shows that few NGOs engage in formal strategic planning at all –, this study aims to not only provide a mere analysis of the status quo but to deduce concrete recommendations for managerial action. This appears particularly relevant when considering that the strategy development process can be viewed as a tool for channeling scarce resources, an issue that is of exceptional importance in the NGO sector.


While the focus of this study clearly rests on the NGO sector, the multifaceted nature of the study object mandates that particular emphasis is placed on the relationship aspect with third-party fundraising campaign organizations. To this end, the study will verify the existence of FCOs and, if applicable, carve out a definition. It is hoped that this definition will both spark and facilitate future research since exploring a previously unobserved phenomenon places particular weight on the researcher.


In a separate stream, it will be attempted to develop an understanding of the current positioning strategy development process utilized by humanitarian NGOs in Germany. The discussion examines the applicability of Porter’s (1980) generic positioning model and explores alternative explanation attempts. Combining these two strings of research, the study will conclude by highlighting the effects that FCOs might possibly exert on this strategic process.



1.3. Significance of the Study


In mid-2013, the floodwaters that devastated several European countries marked the first time in history when German fundraising campaign organizations raised more funds for the benefit of traditional NGOs than these organizations were able to raise by their own efforts. One of Germany’s largest humanitarian relief organizations at the time raised approximately 18 million euro within the first four months after the flooding, June 1st through September 30th, 2013. As shown in figure 4, less than 40 percent of this amount came from sources directly influenced by the organization; e.g. traditional fundraising instruments such as direct mail and public. Cooperation with other entities raised another 10 percent of the total, largely through two distinct paths of action: First, a consortium of humanitarian NGOs organized two charity concerts that were broadcast on regional and national television. Secondly, the organization’s fundraisers acquired businesses – including an international financial institution – to collect donations among their employees.


At the same time, the organization received more than half of its entire donation revenue from FCOs that had started their own fundraising campaigns – often in a more or less uncoordinated fashion – and later endowed the NGO with these funds. Evidence from other NGOs raising funds during the 2013 flood supports these findings.
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Figure 4. Distribution of 2013 flood donation sources (author).





This finding is not simply of anecdotal value: Indeed, it symbolizes a seismic temblor that suggests a paradigm shift in NGO fundraising. With FCOs generating a significant share of total NGO revenue – indeed, in some cases the vast majority of funds –, the ways we think about traditional forms of NGO fundraising may have become dead end streets that lead nowhere. Hence, a detailed discussion of FCOs – and the conclusions to be drawn from these findings – is not only essential for the advancement of scientific knowledge but may also be vital to the long-term survival of NGOs.


Indeed, there is no reason to assume that the rise of FCOs was nearing a plateau or endpoint as newly formed organizations continue to enter the market. In such a dynamic and evolving environment, this study does not pretend to reflect a permanent state of affairs. Far from making the study obsolete, however, this vibrant environment underscores the necessity for a sound contribution to the body of knowledge that is capable of both motivating and supporting further research into this largely unexplored field.



1.4. Scope and Limitations


While rooted in an extensive review of international literature, the research aspect of this study must inevitably fail to reflect the entire scope of international fundraising. On the one hand, different countries and cultures may yield differing results. Cultural influences also shape the population’s degree of openness towards particular fundraising instruments and tools, thus making it difficult to compare research results from different countries. On the other hand, fundraising for humanitarian efforts follows a distinctly different logic than acquiring donations for environmental or cultural causes. Other sectors may yield different results, such as science fundraising which typically deals with much larger amounts. Some of these sectors may also be characterized by different donor expectations, most notably the view that the gift is an ‘investment’ that will produce a clearly defined return. These considerations typically apply to fields associated with politics and science but rarely in the humanitarian sector.


In light of these necessary containments, the study’s explanatory power is limited to humanitarian NGOs operating in Germany. Generalizations may be attempted although it must be cautioned against grossly overgeneralizing the findings across vastly differing cultures and/or industries.


It should also be pointed out that this study deals with a broad range of NGOs and FCOs: The latter may include coalitions initiated by NGOs in an attempt to focus energies as well as organizations founded by for-profit firms such as media and publishing companies. Obviously, while the general opportunities and challenges faced by these organizations are somewhat similar, each of these organizations has some unique characteristics that this study may not be able to reflect in full detail.


The literature used to develop the theoretical framework of this study has its own set of limitations, most notably in the fields of reliability and validity. Virtually all of the cited material carries some limitation regarding time, region, and/or sector. These limitations are indicated in the literature review section where appropriate. Studies on outsourcing are particularly prone to limitations within this context, seeing that the majority of scientific research tends to focus on the IT sector in the early 2000s, and most prominently on relationships between United States companies and Indian service providers. Hence, not all of these findings can be generalized to the humanitarian NGO sector in Germany in the year 2016.


Finally, the person of the researcher carries some limitations that may have influenced the course of the study. Having worked as a professional fundraiser for one of Germany’s largest NGOs since 2010, the author’s view may be somewhat partial to larger organizations. To control the findings for personal experiences that may distort the academic value of this study, it has been indicated whenever this study concerns itself with an organization that the author shares a personal experience with.


A comprehensive discussion of the biases and limitations associated with the selected research design of this study is detailed in section 3.5.



1.5. Definition of Key Terms


This study rests firmly on the ability to utilize a number of key terms repeatedly and with great unambiguity. It is crucial for the validity of the study results that these terms are not misinterpreted. Therefore, their individual definitions within the realms of this study are outlined in the ensuing section.



1.5.1. Non-governmental organization (NGO).


The term ‘non-governmental organization’ (NGO), by its literal meaning, indicates an organization that is not part of a government entity. Literature predominantly agrees that this negative definition excludes not only government entities but also conventional for-profit businesses. NGOs typically have a clearly defined purpose that can range from humanitarian to political, environmental, cultural, educational, religious, or social aspects; often with the implicit goal of bettering these issues for the sake of humanity. In this sense, the term NGO is an overarching umbrella term that encompasses a broad range of organizational types regardless of their respective legal form.


In colloquial language, the term NGO is frequently narrowed down to organizations that operate specific aid projects and do not fall under any other distinct definition. Under this logic, foundations and trusts are excluded; even when they have no government affiliation. Although this definition of NGO is not intuitively obvious from the literal meaning of the term, it gives an exact and useful description of project-operating organizations that operate independently from any government affiliation.


Some studies occasionally use the term ‘charity’ to describe such. With distinct definitions in such diverse fields as taxation, philosophy, and religious studies, however, this term is exceptionally hard to grasp: While Locke described charity and justice as the two great maxims in moral philosophy, Leibnitz (1693) saw charity as an act of universal benevolence that stems from religiously driven love. Rubinstein (1958) and Schwartz (1972) even traced the earliest definitions of charity to the biblical apostle Paul. In contrast, tax authorities such as U.S.-based internal revenue service (IRS) have carved out highly complex definitions of ‘charitable status’ that is considered a prerequisite to apply for tax exemption. Hence, the term ‘charity’ carries great potential for ambiguity, which will be avoided by using the more neutral term ‘NGO’ within the discussion of this study.


Later stages of this study will discuss the relationship between fundraising campaign organizations (FCOs) and NGOs. By the overarching umbrella definition of the term NGO, such an endeavor must inevitably fail since FCOs would be considered a sub-category of the term ‘NGO’. The reader is kindly requested to note in this context that the term NGO is used exclusively for the description of aid project-operating organizations and does not include FCOs. For the purposes of this study, we shall further accept the assumption that all NGOs indicated as such are not-for-profit oriented.



1.5.2. Non-profit organization.


The term ‘non-profit organization’ is used widely in both academia and in colloquial language to describe an organization that is not primarily – or even generally – dedicated to generating a profit. Many scholars agree that nonprofit organizations are formally chartered entities with proven independence from government-affiliated organizations, hence overlapping with the term NGO.


It should be noted that ‘non-profit’ is merely a descriptive term that reveals nothing about the objective of the organization. In this sense, many successful for-profit businesses have experienced slow years where they (unintentionally) turned into ‘non-profit organizations’. Therefore, the term ‘not-for-profit’ would be a lot more precise.


Organizations that do not attempt to turn a profit are typically motivated by a higher goal, such as bettering society, and manifest this determination by selecting a legal status that prohibits them from turning a profit. One such example for U.S. based organizations is seeking recognition under Section 501(c)(3) of the Internal Revenue Code, which under specifically described conditions exempts the recognized organization from corporate taxes. However, ‘not-for-profit’ organizations are not necessarily identical with tax-exempt organizations since the specific requirements of the tax code may vary.


Further, it has been pointed out that the profit orientation of an organization is rarely a black-and-white decision, with for-profit oriented organizations in one corner and not-for-profit orientated organizations on the opposite side of the field. Instead, these two terms are merely ends of a continuum. John (2006) emphasized that socially driven businesses and social enterprises often combine aspects of both worlds, generating trading revenue that may or may not lead to a surplus that is distributed to stakeholders, charitable purposes, or social aid projects. Figure 5 shows that the transition may actually be seamless in some cases, such as NGOs engaging in fundraising activities that are taxed as (commercial) trading revenue. For the purposes of this study, it does not constitute an oversimplification to treat NGOs as generally not-for-profit oriented and tax-exempt organizations.
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Figure 5. Social purpose vs. commercial purpose organizations. Adapted from “Venture Philanthropy: The evolution of high engagement philanthropy in Europe,” by R. John, 2006, p. 13. Copyright 2006 by the Skoll Centre for Social Entrepreneurship.






1.5.3. Fundraising campaign organization (FCO).


The term ‘fundraising campaign organization’ is a novel concept currently lacking an academically accepted definition. It is a purely descriptive term, stemming from the observation that a particular group of organizations focuses on the creation of fundraising campaigns but consistently lacks the ability to spend the so-acquired funds within their own organizations. A first operationalization of the term can be formulated as follows: “An FCO is a not-for-profit organization that acquires donations but does not operate any aid projects. Rather, it forwards the funds to another NGO or multiple other NGOs, either on a contractual basis or by a per-project decision.”


Although FCOs typically possess a not-for-profit orientation and lack government affiliation, they do not qualify as NGOs. The key determining factor for deciding whether a donation-acquiring organisation is an FCO or an NGO will be the operational involvement in original aid projects. The terms NGO and FCO are considered mutually exclusive for all purposes of this study. A more refined definition of fundraising campaign organizations will be attempted as this study evolves.



1.5.4. Fundraising.


‘Fundraising’ is defined as the acquisition of funds for charitable causes. Anybody can be involved in fundraising activities and the cause does not need to have a specific design or legal status (e.g. children selling cookies to support a local animal shelter); although the term is most frequently used in the context of institutionalized organizations such as NGOs or FCOs employing full-time fundraising specialists and professionally trained volunteers. A major source of funds generated through fundraising activities comes from donations voluntarily presented by individuals and companies. In addition, fundraising may encompass other forms of income, such as attracting grants from trusts or applying for funding from government agencies. Even though donors may occasionally talk about ‘investing in’ a cause, the raised funds typically remain with the supported cause to be spent there. In differentiation to a financial investment, a donor typically does not expect his original investment returned.


The term ‘fundraising’ also finds use in the for-profit sector, especially in financing, though with a different connotation. There, it depicts the act of acquiring stakeholders for a company, including the issuance of bonds, the preparation for an initial public offering (IPO), and the solicitation of venture capital. Such forms of fundraising are typically built on a business plan offering the investor a clearly defined return on investment, which is to be paid back to the investor. This use of the term ‘fundraising’ will not be part of this study.



1.5.5. Aid project.


A key indicator to distinguish NGOs from FCOs is the organization’s involvement in any original aid projects. To remove some of the ambiguity surrounding the term ‘aid project’, it is necessary to define its meaning within the realms of this study.


The Oxford Dictionary of English describes the term ‘project’ as “an individual or collaborative enterprise that is carefully planned to achieve a particular aim” (Project, n.d.). The management of business projects has developed into an entire field of study in its own right, with occasionally conflicting definitions. In a much-cited handbook, the U.S.-based Project Management Institute recommends that projects should strive for transparency, informing team members about end date expectations as well as budget limitations. Scholars subsequently extended this suggestion and called for clearly defined end dates, with the discussion culminating in the phrase: “If it doesn’t have an end, it’s not a project”.


It is clearly debatable whether an ex post definition adds much clarity to the debate. Ex ante, many organizations find it difficult to determine a specific end date to their ventures, especially when future financing or demand remain cloudy. This notion applies to humanitarian NGOs in particular, which routinely implement aid projects without being able to define the required timeframe ex ante; e.g. during natural disasters that require fast emergency response.


Hence, this study adopts the somewhat less radical end date definition of the Project Management Institute: “The end is reached when the project’s objectives have been achieved or when the project is terminated because its objectives will not or cannot be met, or when the need for the project no longer exists” (PMI, 2008, p. 5). This clarification is crucial in opening the term to a broader understanding of ‘projects’, encompassing any planned venture regardless of predefined timeframes. Within the context of this study, the term ‘aid project’ hence refers to enterprises or ventures undertaken by not-for-profit organizations in a direct attempt to implement their mission.



1.6. Research Questions


In consideration of the key terms defined in section 1.5., the literature review outlined in chapter 2 has identified a number of fields that invite further research. It appears particularly worthwhile to dedicate more effort to the question of how general management theories can be applied within the not-for-profit sector, connecting previous – and largely isolated – findings into a coherent whole. Focusing on the most pressing issues, the following research questions were condensed:






	Which aspects are characteristic of FCOs, especially in comparison to other market participants (e.g. NGOs), and how can FCOs be defined for future reference?


	Is the relationship between humanitarian NGOs in Germany and FCOs characterized by an outsourcing perspective or an intermediary position? If so, how does this perspective impact the balance of power between the two entities?


	Which managerial implications and potential paths of action can be deduced to aid in the positioning strategy development of humanitarian NGOs in Germany under particular consideration of a positioning strategy model following Porter (1980)?









1.7. Research Model


The research questions outlined in section 1.6. as well as the literature discussed in chapter 2 suggest that the study requires a broader look beyond the research that has been performed in the immediate NGO sector. Hence, the proposed study aims to connect findings from different sectors and regions to form a consistent picture specifically tailored to answer the posed research questions.


The framework rests on three main pillars:






	Strategy development in its purest form, as it happens within the organization, has thrived in recent years – particularly after Mintzberg and Waters (1985) squashed the long-standing assumption that strategies were always rational and deliberate. The development of a positioning strategy is a particularly intriguing concern that builds on the lessons learnt after Porter introduced the generic positioning model in 1980.


	To describe the relationship between donors and beneficiaries, various frameworks are offered describing the efficiency of fundraising as well as donor motivations. In the context of this study, it will be particularly instructive to relate these frameworks – as far as possible – to the relationship between donors and FCOs. Another interesting question is how NGOs deal with the question of credibility and lack of donor trust and how the use of FCOs could possibly tie in to solve this issue.


	The relationship between NGOs and FCOs can be analyzed using different frameworks. The reviewed literature offers distinct frameworks concerning outsourcing decisions, the role of intermediaries, and the relationship between political parties and Super-PACs; however, adapting these models to the research question is not without difficulties.
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