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	A Tale of Two Strategies

Outsource the development and maintenance of an online giving site or keep it in house?
Increasingly campuses want to give donors the option of online giving. This article outlines the needs assessments that advancement officers should conduct before they decide whether to outsource site development or manage it in house. Oakland University used a vendor to build and operate its online giving site, while the University of Missouri, Columbia, did it in house. Leaders from both campuses share their experiences, identifying the advantages and disadvantages of each approach.
By Harriet S. Meyers
Whether it's the best or worst of economic times, e-commerce is booming. The Pew Research Center's ongoing Internet & American Life Project reported last December that online banking and e-purchasing increased 127 percent and 63 percent, respectively, over the past three years. The philanthropic implications of such gains are enormous.

"Online transactions are becoming one of the most pervasive ways to move money today," says Tim Mills-Groninger, associate executive director of the IT Resource Center, a Chicago-based provider of technology planning, training, and support services to nonprofits. "Both young and old users are now as willing to enter a credit card number and click 'Submit' as they are to write checks at the kitchen table on a Sunday afternoon."

It's a reality that campuses finally are starting to acknowledge. "An online giving site is not yet a requirement, but more people are beginning to expect it," says Charlie Hunsaker, president of RI Arlington, a systems consulting firm in Malvern, Pennsylvania. "By offering this option, an institution can better meet the needs of its donors, allowing them to make gifts 24 hours a day, receive an immediate response, and enjoy instant gratification."

Deciding to create an online giving site is not without its challenges, however. Campus leaders first must consider whether the institution has a constituency that will make the implementation of such a site worth the investment.

"The trick is knowing your audience," Mills-Groninger says. "If an independent K-12 school accepts registration or tuition payments online, then people might expect to be able to donate online as well. If larger institutions want to be at the forefront of information and communications today, online giving definitely should be an integral part of their development process."

The rule of thumb, therefore, seems to be this: Online giving is worth considering if an institution is targeting an audience accustomed to going online; has a Web site already attracting visitors; takes application fees, tuition, or other transactions electronically; or wants a quick method of receiving emergency or annual fund donations.

The impact online giving can have on the bottom line also remains questionable. "Online giving sites I've observed have accounted for 1 percent to 3 percent of all giving to the institution," Hunsaker says. "It doesn't sound like a lot, but for a large institution, that can mean tens or hundreds of thousands of dollars—more than enough to pay for the development and maintenance of the site."

Even so, the ability to give online usually "won't make or break a donor's decision," Mills-Groninger says. "Some of the gifts that come in online would have been made anyway. But the exciting news is that online gifts tend to be a little bigger—at least, according to online giving vendors."

If campus leaders decide online giving is worth the investment, the next challenge is deciding whether to develop the system in house or outsource it to a vendor. As experts experienced in both options will tell you, neither avenue is foolproof.

To discover the pros and cons of each option, CURRENTS asked two institutions to share their site-development experiences. Oakland University chose to hire a vendor, while the University of Missouri, Columbia, decided to work with in-house resources. Here's the inside story of each institution's approach and the lessons staff members learned in the process.

Strategy one: Hire a vendor

"When we looked at our demographics, we knew we must go online to reach our new graduates, who are used to doing everything on the Internet, and to make the donation process easier for everyone," says Sue Davies Goepp, vice president for university relations at Oakland University. "We wanted our site up and running as soon as possible, so we formed a committee to determine exactly what we needed and to find the most cost-effective way to get it."
Rob Saunders, director of development information services, chaired the development committee tasked with bringing Oakland's online giving concept to life. The committee included representatives from information technology, communications and marketing, finance and administration, alumni relations, annual giving, and gift processing. "The process required a lot of time and hard work," Saunders says. "Developing requirements, researching sites, analyzing bids, testing and retesting forms, and gaining approvals is work you have to do yourself, regardless of whether you hire a vendor or stay in house."
After conducting a needs assessment, the committee decided the site would be useful if it offered

· a variety of transactions, including one-time, quarterly, or monthly gifts and multiple options for gift designations;

· a look and feel consistent with the university's other Web pages;

· a simple process available around the clock;

· branding that identifies Oakland on receipts and credit card statements; and

· the ability to link to other units on campus, such as colleges, schools, and athletics sites.

Once the development committee identified the site's ideal features, it turned its attention to implementation. Unfortunately, Oakland's IT department already was overextended trying to serve the campus's 16,000 students, so it could not take on the development of an online giving site right away. "We just couldn't afford to wait," Goepp says. "We were missing out on serving an important subset of our audience—the increasing number of people interfacing with our Web site.
"We also couldn't afford to use up limited staff time" to develop the site in house, she says. Thus, "looking outside became the most effective way for us to meet our requirements."
Finding a vendor who could meet Oakland's needs in a three-month time frame was another challenge. As part of their search, committee members asked development professionals for recommendations, met with vendors at conferences, and requested information on listservs. They only considered companies that had good reputations, satisfied clients, and the potential to stay in business over the long term. "The last thing you want is to put so much work into the process and have the vendor go out of business," Saunders explains.
The committee ultimately selected Contribute.com, a service of College.net. "They knew what they were doing, had a process in place to get us up quickly, integrated well with our university site, and could manage and update the software so we wouldn't have to do it," Goepp says.
Saunders says he found no significant differences in the rates charged by different vendors, but he notes that fee structures do vary. Contribute.com, for example, doesn't charge an up-front fee to develop donor forms, conduct training, or maintain or update the site. Instead, it charges Oakland 6 percent per transaction, including the standard 2 percent to 3 percent credit card fees, with a cap of $50 on any single donation. (Oakland is not charged unless transactions occur.)
Contribute.com built donor and alumni membership forms for Oakland and hosts the forms on its server. In addition, the company processes credit card transactions and personal checks, manages the merchant bank account, and sends electronic receipts to the donors.

"We offer an administrative system that allows Oakland development managers to take data and load it on their own fund-raising software," says Paul Casey, corporate communications manager for Contribute.com. "We also will update forms or add new ones as Oakland's programs or goals change."

Contribute.com also provides Oakland and its donors with nonstop service. "If a person tries to make a gift at 4 a.m. and has a question or problem, we are available to help," Casey says. "We also make sure that our server is always working and plan for peak periods such as the end of the year."

Oakland launched its "Make a Gift" site in September 2003—four months after starting the development process. As of late December, the Web site had handled 70 transactions.

"I thought it would take close to a year to see regular usage, but the first day we were up we received a transaction, and the end of the year was busy," Goepp says. "The site has exceeded my expectations. And because the university as a whole is offering more and more information electronically, I predict our site's usage will grow over time."
"Technology can help foster and strengthen an organization's relationship with its donors," Casey adds. The key, he says, is "being able to customize responses to your donors so that they feel valued and important to your organization."

Strategy two: Stay in house

The University of Missouri, Columbia, never assumed that an online giving site would bring in significantly more money. "I polled members of the administration and they said, 'We need to build a site,' " recalls Tom Boren, MU's director of advancement services. "But we weren't sure how to get from point A to point B. We wanted to meet the needs and expectations of our alumni and supporters with a secure, easy-to-use site without spending an excessive amount of money."

In summer 2001, Boren assembled a committee of development staff members with experience in marketing, Web communications, gift processing, the annual fund, and information systems to plan a course of action. "I specifically selected development experts who could offer good fund-raising advice and were not afraid to try new things," he says.

First, committee members looked at other universities' online giving sites and identified options they wanted. "Our job was to move from pie-in-the-sky ideas to a cost-effective, realistic solution that could be implemented in six months or less," Boren says.

To ensure a simple process for the donor, MU decided to collect minimal biographical data. "These people are doing us a favor; we don't want to scare them away by asking for too much information," he says.

Boren and his committee solicited bids from several e-commerce vendors and met with university IT staff members to discuss the specifics of what they had in mind. "We found that the cost difference between our two choices was monumental," Boren says. "Setting up our Web site with an outside provider would cost $20,000 to $25,000, while staying in house would cost $2,500. There really was no contest." (Boren notes, however, that prices are significantly lower today than they were just three years ago. The alumni association just signed with a vendor for an e-commerce project, he says, and the quoted cost was nearly the same as what the association would have paid to keep the project in house.)

Fortunately, Boren had a technical person on staff who had the time and the skills to design the site, making the in-house option even more feasible. "We created the HTML pages and then handed them over to campus technicians, who uploaded the site to MU's e-commerce server," he explains. "We also handled all programming of our database." MU did hire an outside financial institution to handle the credit card transactions, however.

"One disadvantage of staying in house is that our implementation took nine months rather than the six months we anticipated," Boren says. "That was partly because we were the university's first e-commerce client."

The site went live in September 2002. "We chose not to publicize it until we began the public phase of our capital campaign in September 2003 to be sure the process was working well," Boren says. Even without promotion, the site generated $15,000 in its first year. That amount already has more than doubled in the current year.

So far, Boren says the site has required minimal upkeep. He estimates that his staff programmer spends about 20 to 40 hours a year making changes to it. (The site is updated every six to nine months.) Meanwhile, MU pays less than $1,000 annually in maintenance fees, including the $30 a month merchant/gateway fee. Transaction costs are running about 2.3 cents on every dollar, including the university charge of 25 cents and the credit card companies' charges ranging from 1.57 to 1.875 percent.

"The giving site is doing as well as we expected," Boren says. "In the long term, cost effectiveness is difficult to predict because we have no control over credit card fees."

Based on MU's experience, Boren suggests that fund raisers considering offering online giving take time at the front end to really think through the process. "Give yourself a realistic time frame," he says. "Include people with experience in development, Web communications, and the technical side, but keep your committee small. Determine your basic requirements first and then identify what you will add down the road—and account for this up front.

"Be careful about security, too. I can't stress this enough," he adds. "And always keep the donor in mind by building a clear, easy-to-understand, and quick process for making a gift. In the end, we went with a site model that will take up to three designations for use of the gift but cannot accept pledges."

It's also important, Boren says, to "make the site an integral part of your overall development plan. Be cautious also of the cost since you cannot count on raising new money or attracting new donors" just because you are offering an online giving option.

Words from the wise

Whether you hand the job to a vendor or to your in-house IT experts, remember that successful sites don't happen automatically.

"First, decide what level of service you want to provide, then examine the type of IT support available," says consultant Robert Weiner. "For instance, will you restrict your donations to a handful of funds? Offering a complex array of choices is likely to require a sophisticated technician with a strong background in usability."

Remember also that size doesn't always matter. "Even a small school without an IT department might be able to handle the technical requirements of a simple site" on its own, Hunsaker says. "Creating links has become much simpler. You just need a secure server and a connection to the credit card companies."

A needs assessment is an essential part of the process. Ask your committee the following questions:

· Which features do you want to offer? Should the site include value-added benefits such as online newsletters, a calendar of alumni meeting dates, or personal giving histories?

· Should donors be able to give on an ongoing basis?

· Should they be able to make multiple designations for how the gift is applied?

· Should they be able to make a gift in someone's honor or memory?

· How much personal information do you want to ask donors to provide? Will you take this opportunity to beef up your development data or focus on simplicity?

· Is it a problem if the user must click to a vendor's site to complete the transaction or sees a vendor's brand on a receipt?

· How will you guarantee the security of every transaction and ensure your institution isn't held liable for a mistake?

Likewise, you must consider how much you expect to raise online and the volume of charges you are willing to pay. Don't forget hidden costs—among them the fees charged for each credit card transaction or fixed fees per transaction that cover pledges whether they're fulfilled or not.

Remember also that outsourcing can include a wide range of options, such as listing your organization on a general giving site, hiring a designer to build a secure site, or designing in house and going outside to develop forms, house the site, and maintain it.

Mills-Groninger recommends that institutions wanting to outsource seek vendors that have been in the market for at least three to five years. "Ask vendors what happens if they go out of business," he suggests. Also, "don't assume the first version of your site will meet your needs forever. Ask instead which vendor will best meet your needs for the next three years. And remember, no decision is final."

In the end, your decision to outsource or develop a site in house should be transparent to the users, who want a straightforward, secure, and attractive process that works whenever they choose to use it. There are many strategies that will enable you to do this; the key is finding the one that best suits your institution and its needs.



In or Out?

In-House Pros
· on-site staff members understand how the organization works

· data remain secure

· easier administrative approval

· potential cost savings

 

In-House Cons
· might require getting in line behind other requests

· potential to serve as a guinea pig for new applications

· might require less complex transactions

· requires more development staff oversight

· takes time/resources away from other fund-raising efforts

 

Outsourced Pros
· takes advantage of experts' experience

· minimizes internal human resources required

· site development might be faster

· equipped to handle complex transactions

 

Outsourced Cons
· potentially higher costs

· vendor stability not guaranteed

· requires a dedicated search

· locks institution into contract period

· pricing model might charge per transaction, even if a gift was not collected
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