Fundraising Policy for The Clear Fund aka GiveWell
GiveWell’s fundraising approach is to:

1. Identify an appropriate level of operating expenses, as a function of projected “money moved” from retail donors. In this context, “retail donors” means donors giving $250,000 or less per year. “Money moved” is GiveWell’s proximate metric for its own impact (see http://www.givewell.org/about/impact).

2. Attempt to raise enough funds to support this level of operating expenses, primarily from the sorts of retail donors that GiveWell serves, though institutions seeking to support GiveWell’s work serving these donors may contribute as well.

3. Determine whether a higher level of operating expenses is called for in light of GiveWell’s additional projected impact from influencing major donors (donors giving $250,000 or more per year). 

4. If so, raise any gap between the amount raised in #2 and the amount needed from the major donors that GiveWell serves.

5. We may also raise money from major donors for particular expenses that we would be likely to incur differently (or not incur) in the absence of such donors. Examples include contractor expenses and shared office space (in both cases, we would not budget as much for these items if we were serving only individual donors).

What is an appropriate level of operating expenses as a function of “money moved?”

GiveWell has concluded that it is appropriate to spend an amount on operating expenses equal to up to 15% of projected “money moved,” based on the following observations:

1. Most importantly, this figure appears in line with what major foundations spend on operating expenses, as a percentage of their annual grants. We have assembled the relevant data for the top 10 private foundations in the U.S., and looked for similar data for foundations whose grantmaking is in the range of our 2012 “money moved” from individual donors (~$6-7 million), though we’ve only found it for one foundation in the latter category. 5 of the top 10 foundations (as well as the foundation in the 2nd category) have operating expenses equal to at least 15% of their annual grantmaking. The median figure is 13.67%, and the mean is 13.88%.
2. This figure also appears to be in a reasonable range when considering more vaguely analogous standard fees from other industries (all of these figures are taken either from background knowledge or from quick Googling; we haven’t attempted high precision or robustness because we’re just giving a general sense of the range):

a. “Normal” hedge fund fees tend to be around 2% of assets managed plus 20% of realized returns. For a 10% return, these would come out to 4% of assets managed; a foundation that spent 4% of assets on operating expenses, while granting out 5-10% of assets , would have an operating-expense-to-grants ratio of 40-80%.

b. Real estate broker fees tend to range from 4-7% of the sale price.

c. Contingency recruiters tend to charge 20-25% of first-year compensation for a placement.

d. Talent agents tend to charge 10% of the payments they negotiate.

We believe that one could argue for a higher figure than 15% if there were a compelling case that more were needed to do a good job serving our audience of individual donors. However, we don’t anticipate this being the case in the near future.
� http://www.realtor.com/home-finance/homebuyer-information/about-real-estate-agents-fee-for-service.aspx


� http://www.bankrate.com/brm/news/advice/20040525a1.asp


� https://en.wikipedia.org/wiki/Talent_agent





