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Five STEPS To 

Budget Planning 

For YOUR  Custom Roadmap

1. Where the Rubber Meets the ROAD
Other TSC Solution Summit materials have stepped you through building the Tech Roadmap that is right for you.  This fact sheet, and its companion financial model, provides you with the tools to turn these choices into action. 
In “Four Steps to Build a Custom Roadmap for YOUR Foundation”, the building blocks of a technology plan were assembled. They included a self assessment instrument to focus on the areas that are in greatest need, and resources to select the solution provider(s) that best fit these needs. They also included a means of keeping track of desirable alternatives, and a feasibility assessment tool to help you decide which of these desired solutions should be pursued further.
  This budget planning tool picks up where the feasibility assessment left off.
It would be easy to over simplify a “feasibility assessment” as the process of figuring out how to pay for a new solution.  Hard numbers tend to trump narrative, and it is easy to fall into a trap where explicit costs, (such as a software license and/or cost of a new server), get plugged into a budget and never questioned.  But to really understand the resources needed for a new system, tough questions need to be asked.
· Why are you doing this? What problems are being solved? What opportunities are being gained?

· What are the effects of doing this? What new activities are anticipated? What existing work processes will be changed?

· What sort of organizational capacity do we have to undertake this project? Who will be its champion? What project management capabilities to do we have?  Does our staff have the skills needed to operate this platform?

The Budget Planning tool discussed here is NOT a simple exercise in estimating license costs by providers. Instead it captures and incorporates elements of the feasibility analysis in a dynamic “what if” model.  This model translates a series of questions into numbers suitable for forecasting the resource requirements of implementing a new system.

2. The Custom Roadmap: A Recap
The Solution Summits and the Advanced Solution Summit have shown solutions from the following Roadmap providers:  
	It is all about Options……

	Web Presence
	Neulogic VisionMgr, Kintera, 

	Relationship Management (CRM)
	Kintera Sphere, eTapestry, Raiser’s Edge

	Fund Accounting
	FIMS, FP, Financial Edge, NorthStar500

	Online Grant Application
	Collaborative Standards, Kintera

	Grant Processing
	Collaborative Standards, Kintera

	Accountability
	ImpactMgr, Kintera

	Investment Acctg
	AST Trust


Summit participants were encouraged to evaluate their business needs in the following areas, to consider presentations made by providers, and to sketch into a sample roadmap (as pictured on the following page) the providers that could fit into their picture. Six actual example foundations were examined in the Summits, demonstrating a diversity of solution profiles.
Take Home:  You can’t do it all at once!  Organizations are encouraged to focus on one applications area at a time.  (See Example 4)
	Tools:
	Business Processes:
	
	Tools
	Business Processes

	Web Presence
	Manage Website
	
	Online Grant Application
	Deploy RFP’s

	
	Communicate w/ Donors, Advisors, Grantees, Board
	
	
	Enable Grantee data entry

	
	Provide Self Service portal for stake holders
	
	
	Provide feedback to grantee

	Relationship Management
	Develop Donors 
	
	Grant Processing

	Program Officer Review

	
	Cultivate Advisors
	
	
	Committee Review 

	
	Manage Opportunities
	
	
	Scoring & Recommendation

	
	Manage Gifts
	
	Accountability
	Grantee Final Reports 

	Fund Accounting
	Financial Controls
	
	
	Grantee Assessment

	
	Manage Budget
	
	Investment Acctg
	Fund Valuation

	
	Manage Income & Allocations
	
	
	Investment Performance

	
	Disperse Funds
	
	
	Custodian Reconciliation 





3. The Itemized Budget:

What line items are we trying to forecast with the Budget Planning tool? To begin at the beginning, what are we expecting to get out of the exercise?

The table below shows the primary categories of expense related to new system adoption, and the detailed line items that will be forecast by the model.  The order in which they are presented is no accident: from the obvious cost of a license to the not so obvious costs to staff of bringing a system online. 

The categories of expenses included in the model are the following:

· Licensing:  direct costs to the provider of acquiring and using a software platform. This cost could be a traditional up front fee or an annual pay-as-you-go model, and could include hosting costs or not depending on the provider.  The model will break out first year costs and a total three year cost.
· Technical Services: these professional service costs are directly related to implementation and are typically paid to the provider. 

· Professional Services: these costs bring needed skill sets into the organization to make the transition to a new system possible.
· Internal Resources: these “soft” costs reflect the extra effort to be required of staff in implementing a new solution.
One major category of expense is excluded from this analysis: the cost of customizing a solution to the unique needs of a foundation. If your implementation goes beyond the configuration of a tool and requires extending its core functionality, this will cost money.  But only you and the provider a capable of knowing how extensive this customization will be.

A. Budget Timing
The table below also provides a guide for how to allocate forecast budgets across fiscal years.  The larger the project, the greater the need will be to include such a spread in your financial modeling.
	Category
	Line Item
	Timing

	1. Licensing
	a. License 1st Year
	First year

	
	b. License 2nd Year and beyond
	Subsequent years

	2. Technical Services 
	Installation/ Conversion
	First year 

	
	Integration (with existing systems) 
	Split 70/30 first/ second year

	
	Training
	Split 70/30 first/ second year

	3. Professional Services


	Business Planning
	Year Prior to implementation

	
	Process Improvement
	Split 50/50 first/ second year

	
	Data Cleanup
	First year

	4. Internal Resources
	Staff Time
	Split 20/60/20 prior/ first/ second years


4. Factors in IT Budget Forecasting
What are the factors that will determine what you need to budget for the execution of a solution?  How do these factors interact? What order of magnitude effect will they have on the outcome?  The Budget Planning tool captures and incorporates these elements into a dynamic “what if” model.  But in order to use the model, you need to understand the factors.

The Budget Planning tool builds on elements that have already been introduced by the Feasibility Assessment instrument.  The tool does as for the name of the foundation, but this is only used to personalize the reports. The real factors include 
· Foundation Size: 

· Description: many providers have different pricing tiers based upon size, be it number of users, rank order or gross asset size.
· How it is measured: The model uses assets under management as a proxy for all of these options.
· What it affects: size affects licensing, installation and training costs
· Depth of Change:

· Description: The feasibility assessment asks several questions that relate to how ambitious an undertaking the new solution represents for an organization.  Questions such as “Why are you doing this? What problems are being solved? What opportunities are being gained?” are asking how much transformation is expected. Projects with a higher degree of impact will cost more than superficial projects
· How it is measured: This metric focuses on the degree to which foundation operations will be changed by the new solution. Options include:
· 1-  an incremental or superficial change.

· 2-  a substantial change to one portion of your operations 

· 3-  a substantial change to several aspects of your operations

· What it affects: Change requires new skills and work to adapt existing processes to a new system.  This factor affects the costs of professional services (business planning and process improvement)

· Data Cleanup:

· Description: If you will be converting data, and if your existing data needs some cleanup, you will need to spend resources to get this done. Most new system deployments trigger a cleanup effort.

· How it is measured: this metric prompts for:  

· 1-  No Data Cleanup/ Conversion  Required 

· 2-  Conversion needed but little cleanup required

· 3-  Conversion with cleanup required

· What it affects: this factor determines the possible need for external resources (professional services) in data conversion.

· Internal IT Staffing:

· Description: The greater the existing in house IT resources, the less you will be dependent on outside services to assist the organization in implementation.  IT staffing is used as a proxy for general organizational capacity for change

· How it is measured: This metric focuses on the full time equivalents:

· 1- If you have 1 or less full time equivalent IT staff

· 2- If you have 2 or 3 full time IT Staff

· 3- If you have over 4 full time IT staff

· What it affects: The availability of in-house staff will REDUCE

· Professional Services: Business Planning by as much as 30%

· Professional Services: Process Improvement by as much as 40%

· Professional Services: Data Cleanup by as much as 50%

· The INTERNAL RESOURCES line is the direct corollary to these savings.  This is the cost you SAVE from outside services because of your internal staffing availability.  It is designed to give you a sense of how much extra effort will be required.  This internal effort will get spread around to non-IT departments as well.
· Core System
· Description: For some solutions your existing platform will influence the implementation, conversion and integration costs. The more unique your system, the more it is going to cost to integrate other modules.

· How it is measured: You are prompted whether your system is 

· 1- MicroEdge FIMS 

·  2- MicroEdge FoundationPower

·  3- Blackbaud Raisers Edge/ Financial Edge

·  4- Stellar NorthStar500

·  5- Other.

· What it affects: Conversion and Integration costs.

A. Software Selection:

The final major factor in determining your costs is the selection of software you are considering.  The model provides estimates for the following platforms:
· AST Trust

· B2P/ ImpactMgr

· BlackBaud/ Collaborative Standards

· eTapestry

· Kintera, Inc

· Neulogic/ VisionMgr

· Stellar/ NorthStar500

5. Using the Model:
The model is contained in the spreadsheet file that accompanies this fact sheet (TSCITBudgetModelV3.xls).  When you open it, your system may warn you that the spreadsheet contains macros. These macros are used to navigate and refresh the model, and are important to its smooth operation.  (You can still use it with them, but you will have to navigate and refresh things by hand).

The initial screen provides some instructions for those that do not have this fact sheet document.  The Survey tab is the main entry point for you to enter your assumptions. This screen is shown below.

Enter your name and value for you Pricing Influencers, and select which providers you are interested in. Click on the “Report” button to display a report of your forecast, click on the “Graphic” button to display a chart of your forecast.

You are encouraged to play with the model. Some sample results are shown in the following pages.
	Model Survey: Enter Your Assumptions Here
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6. Report Sample A: 

	Pricing Assumptions:

	 

	 

	 

	 


	Size of Foundation (mllns)

	$200

	million in assets

		
	Depth of Change

	1

	Superficial

		
	Data Cleanup

	1

	No Data Cleanup/ Conversion  Required 


	Internal Staffing

	1

	1 or less full time equivalent IT staff

	
	Core System

	1

	MicroEdge FIMS 
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2. Technical Services
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7. Report Sample B: 

	Pricing Assumptions:

	 

	 

	 

	 


	Size of Foundation (mllns)

	$200

	million in assets

		
	Depth of Change

	2
	Change One Portion of Operations
		
	Data Cleanup

	2
	Conversion needed but little cleanup required

	Internal Staffing

	1

	1 or less full time equivalent IT staff

	
	Core System

	1

	MicroEdge FIMS 
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8. Report Sample C: 

	Pricing Assumptions:

	 

	 

	 

	 


	Size of Foundation (mllns)

	$200

	million in assets

		
	Depth of Change

	2
	Change One Portion of Operations
		
	Data Cleanup

	2
	Conversion needed but little cleanup required

	Internal Staffing

	2
	1 or less full time equivalent IT staff

	
	Core System

	1

	MicroEdge FIMS 
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9. Report Sample D: Timing of Expenditures

This example is taken from the “Timing” tab, and shows how expenditures will be distributed over several calendar years.  Note that since only total cost is shown, the internal staff cost is omitted.
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The Custom Roadmap:  During the Summit Sessions, participants were invited to note on this page what solutions made sense for their foundation.

















































































































































































































Donor Relationships





____________





Fund Accounting:





_____________








_________________


Your Foundation:





Online Grant Application





_____________





Accountability





_________





Web Site Mgmt





____________





Grant Review & Approval
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Investment Entries





_______________























� See “FOUR STEPS To Build A Custom Roadmap For YOUR Foundation”, TSC, 2005
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