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GRANTMAKING BASICS

We are pleased to share some of the fundamentals to best practice grant making that you
might wish to consider when deciding what your giving supports and how.

At ACF, we break the areas for consideration up into four:

1. THE ORGANISATION

Is it the right organisation for the job?

2. THE PROPOSAL (where one exists)

Is it a strong proposal?

3. THE PROJECT / APPROACH
Is it the right approach to the problem?

4. THE CONTEXT

Are they aware of the landscape they are operating in? Are you?
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1. THE ORGANISATION

Is it the right organisation for the job?

Must-haves

e Mission alignment

Are the objects and purpose of the organisation (found in their governing document /
constitution) and vision / mission {found on their website / annual report) aligned with what
you would be funding them to do / achieve? Organisations are only given their status as
charities to pursue their prescribed purpose. Conducting activities that are not aligned with
their purpose may jeopardise their charitable status, and there are almost certainly other
organisations out there that were set up for the purpose you are funding them for — so look
for them instead.

e Relevant skillset / qualifications

It can be helpful to think about the skills and knowledge typically required to effectively
deliver a proposed piece of work and consider whether the people involved in the
organisation possess these. For example, if an organisation’s main activities involve going in
to high schools and talking to students about mental health, do their staff have qualifications
as youth workers / mental health workers / teachers? If not, can you be sure they can deliver
the workshops with integrity, and without the risk of causing potential harm? Sometimes it is
enough that the leadership of an organisation have the right skills and knowledge. This
should be looked at on a case by case basis.

e (Good governance
Appropriate governance structures are essential to a well-run not for profit.

Indicators of whether an organisation has strong governance include whether they are
compliant with reporting and meeting deadlines with the ACNC and ATO. If you can easily
find information about an organisation’s governance structure online or elsewhere this shows
that they recognise the value in being transparent and accountable, which is itself an
indication of good governance.

Do they have legal, financial and subject matter expertise on their board? Annual reports and
financial statements are a good place to start when assessing the strength of an
organisation’s governance. What planning documents are they lead by? Do they have a
sound strategic and business plan?

It may be best for small organisations to keep this simple, whereas larger operations may
benefit from a complex governance structure. Many layers of bureaucracy are not always a
positive thing. Consider whether an organisation has struck a balance between rigour and
accountability in their governance, and ability to effectively execute their mission
operationally. One should complement the other.

Nice-to-haves
e Reliable track record

Not all organisations will be able to fulfil this criteria, especially if they are relatively early
stage, but when an organisation has been in operation for long enough, chances are they
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have earnt a reputation for themselves both with other funders, not for profits and the
communities they serve.

) AUSTRALIAN

Asking around is a great way to get an idea of the calibre of an organisation.
e Alearning organisation

Does the organisation have a genuine drive to improve itself and the work that it does? Are
they open about their failures and do they monitor their performance in a way that informs
how they operate? Asking these questions helps to avoid funding organisations that have a
stagnant or counterproductive culture.

e Stable staffing

A stable and engaged team is often representative of good culture within an organisation,
which helps with good programming and outcomes for end beneficiaries. A clear indication of
this is the organisation’s ability to attract and retain key staff. This is easier in some
professions than others.

Myth busting
e “The overheads are too high”

Everyone agrees that organisations should be able to pay their bills and have the facilities
they need to operate effectively. The ‘overheads myth’ is an oversimplification of how you
might measure organisational efficiency and effectiveness. Don’t ask how much they spent on
fundraising in the last financial year, but how stable and healthy their balance sheet is. Don’t
question whether or not new computers are necessary, but whether or not an investment in
technology hardware has provided a real benefit to the work an organisation does. We
expect businesses to invest in their capacity to deliver and grow, and not for profits should be
no different.

You should also take in to account what a reasonable cost of doing business is for each
organisation as this differs greatly from project to project. For example; an organisation that
gathers a group of men for a couple of hours each week to engage in peer support
conversations around mental health would have a very different administrative cost to an
organisation that owns and runs several out of home care facilities for young people with
special needs.

e “The organisation is too big / too small”

It may be helpful to consider organisation size when making funding decisions, especially in
light of how much you have to give away. It would usually be ill-advised, for instance, to give a
grant to a small organisation that is three times their previous financial years’ revenue. This
aside, very small organisations may be better at addressing certain issues than very large
ones and vice versa. If a program requires agility and risk, perhaps a smaller organisation is
best placed to be funded for the work, but if it requires lots of resources, networks and
infrastructure, a larger organisation might be the way to go. There is no such thing as too big
or too small, but there is such a thing as too big or too small for a particular function. Assess
this on a case by case basis.
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2. THE PROPOSAL (where one exists)

Is it a strong proposal?

Must-haves
e Aclearask

If it is not easy to understand exactly what an organisation is proposing to do with funds, it is
likely they are not 100% clear on it themselves. A straight forward, clear ask is an integral to
an ultimately successful project. It is ok to clarify and calling the organisation to have a
conversation with the project lead can give you a much better understanding of the project
and their likelihood of being able to achieve it.

e A sound budget

A good budget is well researched and clear. Is the income and expenditure associated with
the project clearly laid out? Does it tell the same story as the narrative? Do the budgeted line
items seem reasonable? For example, staff should be paid fairly and purchase of items or
labour should reflect average market rates. Sometimes not for profits will under-budget to
demonstrate that what they are proposing is value for money. Don’t be afraid to suggest a
budget increase if estimates look low. Have they built overhead costs into their project
budget? Encouraging this can also increase an organisation’s ability to deliver.

Nice-to-haves
e Other funding committed

Being the sole funder of a project is not ideal, especially if you are only able to provide partial
funding. This being said, if everyone avoided being the sole / partial funder on a project no
one would ever throw their hat in the ring first. Find out what an organisation is doing to
secure additional funds and how you can assist. You may wish to make your contribution
conditional upon them finding other funding sources, and make this commitment known so
they can use it as leverage in conversations with other funders. It will be rare that you are the
funder coming in to make the final contribution that will get a project fully operational, so don’t
be too hard and fast about this rule. Just try not to set up an organisation to fail.

e C(Clear planning

Clear tasks, milestones and deadlines are a good sign that a project will be effective. Look for
evidence of planning and clear timelines and deliverables.

Myth busting
e “Poor spelling and grammar mean it’s a bad proposal”

Often communities requesting funds may not necessarily have high levels of education, or
English as their first language. Poor spelling and grammar should not be read as a fund
seeker being careless, or as an indication of a lack of intelligence or ability on the part of the
fund seeker. These questions or concerns are often best answered by either a phone
discussion or face to face visit.

e “Flashy presentation means it's a good proposal”

Beware of your unconscious bias. Focus on the effort put in to the content of the proposal,
not the appearance of it. An aesthetically pleasing proposal is not necessarily s a better
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proposal. Similarly, if a planned piece of work is well designed / truly needed, a short, scrappy
proposal may be all that is required to satisfy the reader that it’'s worth supporting. Other
projects may warrant more explanation or visuals to get the message across. Don’t judge a
proposal purely on the level of effort and time that went into creating it. Content is key, and
the person writing it almost always has other tasks they need to prioritise to achieve positive
outcomes for the issues their organisation is addressing.
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3. THE PROJECT / APPROACH
Is it the right approach to the problem?

Must-haves
e Alegitimate need

Does this work need to be done? How do we know that? Is there evidence to support this
view? Beware of projects that assume that a need exists. Always look for proof of extensive
and legitimate community consultation, or at least some evidence that the project was borne
from a real, not perceived, community need.

e An evidence -based or new approach

In addition to evidence of need, it is advisable to look for evidence that the proposed method
of addressing that need has been proven to work. If the project is piloting a new approach,
the lack of evidence for effectiveness should be closely considered and risks assessed. At all
other times, indicators of effectiveness drawn from prior examples should be available. Failing
to interrogate this may lead to you funding an approach that does nothing, or worse, causes
harm.

e To ‘dono harm’

Funding a poorly-conceived project can cause harm to the communities or issues you wish to
benefit. Often good intentions are not enough. For example, providing support to some
members of a particular community and not others can cause tensions and conflict, or
supporting a particular solution to an issue that is not supported by some members of a
community, without first understanding the implications of doing so.

Nice-to-haves
e A framework for measuring and understanding impact

Monitoring and evaluating social programs can be resource intensive. If an organisation has a
framework to measure the impact of the work funded, that is great. But this often won’t be the
case. In lieu of this, consider the organisation’s ability to demonstrate that they have thought
through the problem or opportunity they are proposing to address, what success will look like
and how their actions will bring about/ contribute to this success. Look for a focus on
outcomes — the difference a project is making - instead of focusing solely on activities. For
example, an organisation might report that it counselled seven survivors of domestic violence
for a total of 14 hours (output of their activity). However, more relevant is that, as a result of
two hours of counselling, each of the survivors of domestic violence reported feeling a
stronger resolve to stay away from the perpetrator. Only 20% of the survivors who received
counselling returned to the perpetrator, compared to an average 50% return rate in the
general population (outcome of their activity).

Some questions to consider include: Will the activities proposed reasonably contribute to or
bring about the outcomes they are trying to achieve? Are any necessary activities missing?
How will they know they are making progress towards their outcomes?

e A community-led or participatory approach

It is good practice to prioritise projects and organisations that are led by people with lived
experience of the issues they seek to address. Taking this into consideration can encourage
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organisations to promote diversity within their leadership or prioritise participatory practices.
This is of importance when funding any work that seeks to benefit marginalised communities,
for example Aboriginal and Torres Strait Islander communities, LGBTIQ+ communities or
people with disabilities.

) AUSTRALIAN

e Sustainability

Where a project is not a once-off intervention, consideration should be given to how the work
will be sustained once the funding has run out. This may be a strong funding pipeline, the
development of self-generated revenue streams through an enterprise model, or ensuring the
communities benefiting are upskilled or empowered to continue the work themselves once
the organisation has ceased its funded activities.

Myth busting
e “Tangible outputs and outcomes must be present”

It is satisfying to fund a project that can demonstrate tangible outputs and outcomes. It is
important to note that not all issue areas and approaches will be able to provide such tangible
results, at least in the short term. This does not mean your funding is not as effective in these
areas. The outcomes from some projects, for example a project that seeks to instil a long term
social change in the public’s perception of an issue, like smoking, are almost immeasurable in
the short term, but can be significant. Try to understand the indicators of progress towards
change, and that some changes take much longer than the time frame of a grant.
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4. THE CONTEXT

Are they aware of the landscape they are operating in? Are you?

Must-haves
e A gap to be filled

There are a lot of charities performing similar roles in Australia and beyond. In fact, there are
more than 56,000 charities in Australia. There are advantages to this diversity and plurality,
but it also causes unnecessary duplication. Consider whether there is an organisation already
doing the proposed work who is better placed to do so, and ask the fund seeker if they are
aware of this organisation and if they are working with them. The response to this query will
be telling. If they don’t know about them, they may not have done sufficient research before
acting. If they do but are not collaborating with them they should have a sound reason as to
why not. Funders have a bird’s eye view perspective of the sector that those on the ground at
times cannot achieve. Providing suggestions of this nature can add value. Starting with what
you want to achieve with your funds and then finding the best organisation to do it can also
be a way to avoid funding a less effective duplicate organisation.

e Awareness of the role of government

Philanthropy has a unique opportunity to improve the system within which it works.
Government has a fairly specific remit locally, state-wide, nationally and internationally. Ensure
you are not funding something that is receiving sufficient funding from the relevant
government department, or ensure your funds are going to augmenting a government funded
offering. Take government budgets into account when making funding decisions or consider
why a worthy project might miss out on government funding. Philanthropy also has the
opportunity to provide risk capital. It can trial solutions and interventions and then fund the
advocacy that makes the case for the governments to adopt them at scale.

Nice-to-haves

e Meaningful partnerships

The way the community sector is structured — with organisations in competition for funds etc.
- often discourages collaboration. Organisations need to have a very genuine and intentional
approach to collaboration in order to do it effectively despite the challenges. This
consideration goes hand in hand with the ‘no duplication’ point above. Projects that have
meaningful partnerships at their core should be looked upon favourably. This also indicated
that organisations are aware of their role in the broader ecosystem.

e A Gender & Racial Equity Lens

Funding with a gender & racial equity lens acknowledges that men, women and gender
diverse people, as well as white and culturally and linguistically diverse people have different
social positions, opportunities and resources and face different challenges, and consequently,
programs and policies can impact them in vastly different ways.

Using a gender & racial equity lens when making funding decisions explores these
differences, and ensures they are taken into account in the design and delivery of community
projects.

Have a look at these resources from GrantCraft (Racial Equity Lens) and the Australian
Women Donors Network (Gender Lens) for more information.
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Myth busting
e “Philanthropy can’t fund advocacy”

There has been some uncertainty as to whether philanthropic funders can fund policy
advocacy, because there was some legal ambiguity as to whether or not it was charitable.
The historic High Court decision in Aid/Watch Incorporated v Commissioner of Taxation (2010)
confirmed that policy advocacy by charities, which is undertaken to further a charitable
purpose, is itself charitable. This decision has been subsequently legislated in the charities
act 2013 (Cth). In fact, funding policy advocacy can be a powerful way to achieve long term,
systemic change.
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