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For nonprofits seeking an effective funding model, a helpful first step is benchmarking against similar
organizations. This process combines quantitative assessments, such as comparing revenue mixes among
peers, as well as qualitative, like identifying best practices and emerging trends. Benchmarking can provide a
holistic view of the funding landscape, including clear paths to long-term sustainability.

Depending on a nonprofit’s specific needs and resources, the depth of benchmarking can vary from a basic
review of a handful of similar organizations to a more comprehensive analysis involving a larger peer set.
Please note that the process outlined here utilizes databases and tools relevant to US nonprofits; in other
parts of the world, organizations may need to supplement their research with qualitative research methods,
such as interviews, to account for regional differences and nuances.

These suggestions are based on Bridgespan’s experience and research but should be taken as reference
points rather than precise steps, and we would expect nonprofits to tailor their own approaches.

Define your peer set: Identify organizations with
similar missions, scopes, and sizes to benchmark
against.

We have determined
three key steps

for nonprofits to
benchmark funding

models: 'Q Research peer sets funding models: Analyze
MR

peer organizations revenue mixes and understand the
assets and capabilities needed for that revenue mix.

Share findings with stakeholders: Compile
insights gathered from benchmarking to inform internal
discussions and strategic decision-making processes
on the funding model search.




@ Define Your Peer Set

Defining your peer group is a crucial step for nonprofits seeking to understand their optimal revenue mix.
This entails identifying roughly five to 15 organizations that closely resemble yours in mission, size, and
geographic scope.

Your peer organizations ideally share similar goals and operate in comparable areas. However, including
slightly larger organizations can offer insights into scaling opportunities. In addition, including those with
different focuses or in different regions can spark potential new opportunities. For instance, a middle school
literacy program in Cincinnati, Ohio, might include similar programs in Cleveland or Columbus in its peer set.

Organizations likely already have a clear idea of who some of their peers are. Identifying a complete set is

often as simple as reviewing organizations you already know, considering overlaps in program areas nearby,
or using connections and networks within your field. It may be helpful to scan recent conference attendees,
coalition members, or board member connections to look for existing relationships within your peer group.

To identify additional peers, consider using nonprofit databases like ProPublica’s free Nonprofit Explorer
search tool or Candid’s subscription-based Guidestar Pro Plus database. Both platforms offer filters for
revenue size, location, subject area, type of tax entity, and other criteria that can help you add to your
peer set.

Going back to the example above, the Cincinnati literacy program might refine its search in ProPublica’s
Nonprofit Explorer tool using filters such as revenue amount and subject area to find organizations with
similar financial profiles (the program’s revenue plus 20 percent annually) and serving similar issue areas.
This process might validate known peer-set organizations while surfacing others in, say, Cleveland.

Curating a peer group aligned by mission and size, whether through preexisting connections or online
resources, creates a starting point for determining which organizations’ revenue mixes to research.

Research Peer Set’s Funding Models

Now that you’ve established your peer group, it’s time to dig into what type of revenue these organizations
bring in. This involves checking out public financial sources and ideally talking directly with peer
organizations to get more detail. Before we dive into the data, let’s break down the different ways nonprofits
typically get their funding.

Understand the funding sources

First, let’s identify the main funding sources. These usually include things like grants, donations from
individuals, support from companies, and money earned from services or products. From Bridgespan’s
research, here are examples that track to different revenue sources:



https://projects.propublica.org/nonprofits/search
https://www.guidestar.org/guidestar-pro-features

Small Gifts (under $10,000) Investment Income Foundations High-Net-Worth

ivi Individuals
from Individuals ¢ Investments Capital aggregator

Bequests « Release of net grants Restricted grants
Donations assets Foundation grants Unrestricted grants
Entry fees (e.g., Race for the Cure) Restricted grants Major gifts
Individual membership fees Unrestricted grants Pledges
Religious contributions Major gifts

Pledges

Be &

Corporations Governments Program Service Fees
» Corporate membership fees Community block grants Earned income
* In-kind donations Insurance reimbursements Fees:
Food (Medicaid/Medicare/340B) » Transaction fees (e.g., land conservancies)
Media Government grants * Consulting fees

Supplies Government contracts » Conference fees for affiliates of a network

; * Member fees for affiliates of a network
Transportation Youth development program

. . : * Legal fees

Consulting services services ¢ .

Legal services Interest (e.g., business, home, and student
Hotels and airline miles loans)

» Matching grants Insurance reimbursements (private)

« Sponsorships Services provided (e.g., blood banks)

But keep in mind, it’s not always clear-cut. It can be tricky to pinpoint exactly where an organization’s money
comes from just by searching online. However, understanding these broad funding categories can direct your
analysis and help guide decision making.

Research publicly available financials for peer organizations

Once you understand the inputs for various funding sources, the next step is to dive into financial research.
We recommend creating a spreadsheet that tracks the funding sources of your peer organizations. Each
organization typically requires 15 to 30 minutes of research, so a starter list of six to eight peers will take less
than a half day’s work.

To start, organize your list by each organization’s US Employer Identification Number, which serves as
their legal tax registration number, to allow easier tracking and referencing. There are several avenues for
accessing their financial data, including audited financials, annual reports, and Form 990 filings.

Audited financials are often the most reliable source, readily available on platforms like ProPublica Nonprofit
Explorer and Guidestar Pro Plus, or on the nonprofit’s own website. Annual reports can also provide valuable
insights, especially if the audited financial statements and Form 990s list contributions. Form 990 filings,
while mandatory for all organizations, may not identify specific funding sources but still offer a glimpse into
revenue breakdown, especially for program services and government.




Once you’ve gathered the financial data, you can record the revenue each organization receives from
different funding sources. Consider estimating your degree of confidence in your findings: flag uncertainties
that need further clarification from the organizations themselves. During this process, look for recurring
funders that appear within the peer sets. For example, the Cincinnati-based literacy program might find that
many of its peers received funding from fee-for-service revenue.

When benchmarking funding models, nonprofits can analyze both their peers’ most recent year’s revenue
mix and financial data from previous years. We have found that looking back up to five years can reveal
changes in revenue concentration. This historical analysis is valuable, yet time-intensive, so nonprofits may
choose to focus on a select few organizations of particular interest or alignment.

Sharpen research by speaking directly with peer organizations

As you may notice, it is often difficult to pin down the source of each revenue stream with just online
sleuthing. This is where it can be helpful to talk to the organizations themselves to understand their revenue
mixes and their related assets and capabilities. This step is not mandatory for benchmarking funding models,
but we encourage it so you can fill in the gaps.

When selecting organizations to engage with, target a diverse range of peers, including those similar to
yours but perhaps in different geographic locations or with slightly different program focuses. Funding can
often feel competitive, so you may have more candid conversations by speaking to organizations slightly
different than yours. They also offer more opportunities for cross-learning.

Contacting organizations through your own personal networks is also valuable. The middle school literacy
organization may choose to speak to other middle school literacy programs in Louisville, Cleveland,
Columbus, and a couple after-school tutoring programs in Cincinnati.

When crafting outreach, it can be helpful to emphasize that you are willing to share what has worked and
not worked for your own organization. Once the interviews are scheduled, be prepared to ask—and answer—
questions about revenue mix, fundraising strategies, resource requirements, and the impact of funding
sources on the peer organization’s mission and sustainability. Some sample questions, which you should
tailor to match what your organization is curious about, include:

1 What is your revenue mix, roughly? How did you arrive
at that mix?

2 What are the capabilities and assets that helped you
raise funds from your largest revenue source?

3 What are your expenses for these capabilities
and assets?

4 How do you think being funded by this source affects
your organization and its mission?

How do you feel about whether this revenue mix is
sustainable? Do you anticipate having a similar mix
moving forward?




These conversations may include the executive director, chief financial officer, chief strategy officer, or other
top executives. Through a few 45- to 60-minute calls, nonprofits can gain insights that inform how they
develop their own funding strategies and growth trajectories.

Explore funding model viability

Once you’ve compiled and analyzed the research on peer organizations’ revenue mixes, it’s time to translate
these insights into actionable strategies for your organization’s own funding model. First, this involves
forming a hypothesis based on your understanding of your peer organizations, their revenue mixes, and the
pathways taken to achieve them. A hypothesis would sketch out the potential of your revenue mix and the
capabilities it would require. (See an example in the figure below.)

Example of a Funding Model Hypothesis

Questions: Hypothesis:

What is our What assets and We are an after-school literacy program for middle schoolers in
organization’s ideal capabilities do we Cincinnati, Ohio. Our ideal revenue mix is 60% fee-for-service and
revenue mix? need to secure this 40% philanthropy. Right now, we are 80% philanthropy and 20%
revenue mix? government, but the government funding creates barriers that are
limiting the type of programming we want to conduct.

Ascertion 1
School districts are willing to pay for the after-school literacy program. Analysis:

Interviews with school districts to test
pricing options

[] Confident B’Questioning [] Doubtful

Ascertion 2
There are enough potential school districts that would want to pay for the program. Analysis:

Market landscape analysis to elevate
[] Confident N Questioning [] Doubtful potential buyers

Ascertion 3
Our capabilities align with developing a sales team Analysis:

List of needed additional capabilities

[] Confident B’Questioning [] Doubtful and budget projections

Ascertion 4
The strong existing donor network is excited to continue funding this organization. Analysis:

Interviews with current donors to test
# cConfident ] Questioning [] Doubtful funder motivation

Ascertion 5
Our ED and board are able to cultivate new donor relationships moving forward. Analysis:

Network map of potential connections
1 Confident [] Questioning [] Doubtful




Ideally, you would also assess the viability of the hypothesis although it may not always be necessary

or possible. For example, having seen the importance of fee-for-service revenue for its peer group, the
Cincinnati literacy program might see a bright future in building capabilities to pursue fee-for-service
funding. It could validate that hypothesis by comparing its activities with school districts’ program criteria.
On the other hand, those who hypothesize that institutional philanthropy could play a large role might
examine funders’ websites or utilize databases like Candid’s Foundation Directory to look for overlap in
funders’ portfolios. If so, it would indicate that their missions align with funders’ priorities.

Some organizations take another extra step and engage directly with potential funders to gather more
information and insights. It may be helpful if someone slightly removed from the organization—such as a
board member, outside consultant, elected official, or community member—initiates the conversation to
encourage candor. By engaging directly, a nonprofit can learn more about the funder’s priorities, criteria, and
past experiences with similar organizations. This firsthand interaction can also validate the proposed funding
model and help refine the organization’s approach to securing funding.

@ Share findings with stakeholders

After validating the hypothesis, take time to consider how best to share these findings with key internal
stakeholders—including nonprofit leadership, development teams, strategy personnel, and the board—who
are vital to shaping and guiding the organization’s funding model.

Visualizations are helpful in commmunicating research findings. For example, bar charts showcasing peer
revenue mixes can illustrate the concentration of funding sources within each organization, providing
valuable insights into potential funding trends. A five-year retrospective of your own organization’s revenue
mix and growth conveys how your funding mix has evolved over time.

Additionally, we recommend distilling key messages and themes gathered from interviews with peer
organizations. This highlights the capabilities and assets required for securing different funding sources.
Incorporating quotes from these interviews adds depth and credibility to the presented findings.

* % %

By engaging in this benchmarking process, nonprofits can develop a hypothesis and discuss what their
ideal funding models should be, considering their landscapes and peers. After benchmarking and internal
discussions occur, nonprofits can take action to build out implementation plans and chart the path toward a
sustainable funding strategy.
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