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Many federations no longer see various means of resource development, such as en­
dowment, capital, and government funds, as discrete areas earmarked for a specific pur­
pose but rather as contributing to the sum total of one integrated development plan that 
funds local, national, and international needs. Although the annual campaign is an im­
portant community-building instrument and remains a primary source of revenue, the 
needs of the worldwide Jewish community require an integrated approach to resource de­
velopment. 

The concept of integrated approaches to 
developing financial resources is not a 

new one. For some time, most federations 
have recogiuzed that, notwithstanding the 
importance of the atmual campaign as a 
commuiuty-building enterprise and a pri­
mary source of revenue, the needs and obli­
gations of the worldwide Jewish community 
and their respective communities exceed the 
proceeds of the atmual UJA/federation cam­
paign. That being the case, most federa­
tions are actively involved in other areas of 
resource development. Endowment, capital, 
and government fimds quickly come to 
mind. Later in this article I identify addi­
tional resource areas—few of which are 
new. What is new, however, is that a num­
ber of federations no longer see these differ­
ent pockets of dollars as discrete areas ear­
marked for a specific purpose, but rather as 
the sum total of one integrated development 
plan that fiinds all needs. That is new, it is 
different, and it has real implications for the 
present and fiiture flow of dollars to the 
Jewish Agency. Also new is the fact that 
time at the 1992 Jewish Agency Assembly 
has been given to integrated resource devel­
opment, a topic crucial to the fiiture of the 
enterprise and seldom explored coUectively 
by all Jewish Agency partners at one time in 
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one place. 

FEDERATION ENDOWMENT FUNDS 

Let us begin with a status report on federa­
tion endowment fiinds. Many federations, 
but not all, have been at the forefi-ont of in­
stitutions involved in plaimed giving. 
Those who have been successfiil have as­
sembled techrucally able professionals and 
volunteers who work with donors, using ev­
ery sophisticated vehicle known to estate 
planners. The lexicon of today's endow­
ment team includes lead trusts, remainder 
trusts, philanthropic fimds, supporting 
foundations, field of interest fiinds, cam­
paign endowment fiinds, restricted bequests, 
unrestricted bequests, letters of intent, estate 
planning seminars and other creative de­
vices. The sum total of this focused energy 
has been a phenomenal growth in combined 
federation/foundation assets from $500 mil­
lion a decade ago to a current total ap­
proaching $2.5 billion. 

To be sure, much of this money is re­
stricted. Fifty-five percent is in philan­
thropic and supporting foundations where 
the donor retains the right to recommend 
distribution of assets. However, our experi­
ence to date suggests that, by working 
closely with the donor, we can receive the 
major share of those distributions. 

In this decade, if we achieve only half 
the rate of growth of the 1980s, by the year 
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2000 or sooner, total federation endowment 
fiinds should reach $5 billion. Growth in 
this area is directly connected to tax laws 
and the economy and, although it is difS-
cult to predict exactly how much can be ob­
tained, we do know that over the next 20 
years some two-thirds ofthe wealth of 
America—nearly $7 trillion—will transfer 
from one generation to the next. We also 
know that Jews over the age of 65 represent 
16.5% of the U.S. Jewish population, a per­
centage higher than that in the general 
population. Many in this generation are 
successfiil and affluent. Their Jewish iden­
tity remains strong, reinforced by traumatic 
events during their lifetime and the birth of 
the State of Israel. 

The opportunity is there. We must act 
now to channel their positive feelings for 
Jews in need, Jewish continuity, and com­
munity into positive planned giving. Yet, 
they must be asked, and this will require vi­
talizing annual campaign volunteers in the 
effort to build the endowment. We must 
also spend more to secure additional fiinds 
for endowment. The truth is, in comparison 
to successfiil university endowment pro­
grams, federations are woefully under­
staffed. We also need to set specific goals. 
If $5 billion by the year 2000 is the right 
number, every individual federation should 
challenge itself to achieve a proportionate 
share of that goal. 

In addition, because endowments have 
become a large portion of our resource base, 
every federation needs to re-examine its 
structural relationships. There are at least 
three endowment models. 

1. A fully integrated system in which the 
endowment program is no different 
than any other department. The assets 
appear on the federation balance sheet, 
and the federation uses unrestricted in­
come across the board for general allo­
cations or for specific purposes as may 
be determined. 

2. Endowment funds as part of a separate 
corporation with directors appointed by 

the federation. These semi-independent 
endowment foundations are under the 
general control ofthe federation, but 
have some freedom in operation and of­
ten do more than tum over income to 
the parent federation for its distribution 
to its agencies. 

3. An independent foundation board of di­
rectors engaged in developing re­
sources, investing the assets, and plan­
ning its own distribution of those as­
sets. 

Although each community is different, and 
there were compelling reasons why different 
forms of stmcture have been utilized, I be­
lieve that control and full integration of all 
assets are the best ways to facilitate compre­
hensive planning. Were we to examine the 
points in time over the last few years when 
the emergency need for fiinds for the Jewish 
Agency, such as for Operation Exodus, Op­
eration Solomon, or Operation Moses, re­
quired the immediate transfer of fiinds be­
fore the fiinds could be raised, those com­
munities with a model #1 or #2 stmcture 
were more likely to be able to manage the 
request immediately. 

For those federations that have chosen to 
conduct endowment development via a 
separate corporate entity loosely connected 
to federation, it is not too late to change the 
stmcture. The stakes are great and the dol­
lars are large, and though there are few spe­
cies where children eat their parents, there 
are some that do. Think about the next 20 
years—the opporturuties and the chal­
lenges—and consider firming up control of 
community assets before it is too late. 

A related area of resource development is 
investment income from endowments. 
Good management of the investment portfo­
lio is cmcial. A 1% difference in income 
from 2.5 billion invested dollars comes to 
$25 million. Many federations have be­
come very sophisticated and successful in 
managing their portfolios. Most large fed­
erations have hired one or more money 
managers whose performance is profession-
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ally evaluated. Smaller federations have 
pooled their investments so that they too 
can benefit from top performing managers. 
The days of volunteer committees picking 
specific stocks rather than specific manag­
ers are largely over, as are the days of in­
vesting in income-only equities, which re­
sulted in uneven income available for distri­
bution. A better method of maximizing re­
sults is the total return concept. The basic 
prenuse of this approach is that, by disre­
garding interest and dividends, the total re­
turn on endowment investments—including 
appreciation—can be increased sufBciently 
to permit both a large aimual contribution 
to operations and a greater long-term 
growth of the endowments. 

The outcome of integrated endowment 
development and portfolio management 
should be flexibility in financial contin­
gency planning. Endowment income is 
used not only for the purpose of increasing 
annual allocations for domestic and over­
seas purposes but also as the source of spe­
cial fiinding for disasters and emergencies 
or, as has been the case, for a number of 
Project Renewal communities. 

These fimds also are used as part of over­
all cash flow, thereby allowing advances on 
allocations or loans to domestic agencies. 
The existence of endowment fiinds was one 
of the factors that enabled federations to un­
derwrite the CJF $900 million loan program 
for immigrants to Israel, thereby enabling 
the Jewish Agency to continue to participate 
in the basket of services made available to 
the new immigrants. The fiiture holds addi­
tional opportunities. 

I have not been a proponent of using Op­
eration Exodus fimds for economic develop­
ment except for loans and job training be­
cause the Jewish Agency has a deficit, and 
it seems to me our impact is small and the 
use of donated or "free" dollars makes it 
easy to spend. Notwithstanding those con­
cerns, economic development is very impor­
tant, and with a multibillion dollar portfo­
lio, we should be promoting ETIs (Eco­
nomically Targeted Investments). ETIs are 

investments that not ordy serve a social pur­
pose but also anticipate a return on invest­
ment. The emphasis on return on invest­
ment can have a Darwinian effect on the 
projects that we could support. As we move 
from experience to experience we can ex­
pect a heightened sense of accountability 
that will result in a sharper focus on fiiture 
projects. Also, federation ETIs can and 
would leverage added private investment. 

CORPORATE AND NON-JEWISH 
FOUNDATION FUNDS 

In addition to endowments, other sources of 
revenue are corporate grants and non-Jew­
ish foundation grants. This area of oppor­
tunity has attracted some increased atten­
tion during recent years, but nowhere near 
as much as it needs. For too long, most fed­
erations did not actively pursue gifts of this 
sort because of a whole set of faulty pre­
mises: (I) non-Jews are not interested in 
what we do; (2) we do not like asking non-
Jews to support our work; (3) the Uruted 
Way will not let us approach non-Jewish 
foundations; and (4) foundations and corpo­
rations will never be interested in programs 
in Israel. 

In the harsh light of increased need, 
these premises do not hold up most of the 
time. Federations that do not take the time 
to develop strategies to obtain grants from 
these sources are ignoring an important 
source of revenue. To be successfiil in this 
area, you have to cultivate your prospects 
and be flexible. If a corporation or founda­
tion does not fiind overseas programs, then 
develop proposals for domestic service and 
vice versa. 

Although most United Ways do have 
prohibitions on soliciting fiinds from corpo­
rations, most of these prohibitions relate to 
the timing of solicitation. Many corpora­
tions encourage grant proposals from or­
ganizations that receive United Way fiind­
ing, and most see Jewish federations and 
their agencies as models of high-quality ser­
vice and efBciency. In addition, obtaining 
good will in the Jewish community is an 
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important plus for most corporations. The 
exodus of hundreds of thousands of Soviet 
Jews presents a great opportunity for corpo­
rate and foundation solicitation. The theme 
of citizenship and freedom resonates with 
opportunity. It is to our shame that we have 
not aggressively packaged comprehensive 
programs of resettlement service in Israel to 
major corporations in a coordinated na­
tional way. UJA is taking steps to do that. 
We need to match the creative packaging of 
what we are presently doing with energetic 
presentation by able and informed represen­
tatives. The network of associations that 
exist in the corporate community provides 
us unlimited opportunities, and we really 
cannot afford to ignore this potential. In 
time I think 5% of a fiiture Jewish Agency 
budget should come from foundation and 
corporation grants secured by UJA and local 
federations. 

JEWISH FAMILY FOUNDATIONS 

Grants from Jewish family foundations rep­
resent another development opportunity. 
The challenge lies in how many of these 
mega-foundations can we align closely 
with, either as support foundations of our 
own federation or in cooperative enterprises 
that run parallel to the federation allocation 
process. Hundreds of millions of dollars are 
being put away in private Jewish founda­
tions, and before long, their distributions 
will begin to rival in size the total allocation 
of a number of federations. We know where 
we have had good success and also where 
the disappointments have been. The key is 
to build upon our successes and to provide 
to the new breed of professional managers 
of these Jewish funds a vehicle they can 
trust. For programs in Israel, the Jewish 
Agency and the Joint Distribution Commit­
tee, via UJA, should be the vehicles. Cleve­
land, Baltimore, and New York are three 
federations that have attempted to provide 
value-free services to Jewish family founda­
tions through the formation of advisory 
councils and support services. These are 
programs more federations need to emulate. 

In addition, a national strategy of outreach 
needs to be developed. 

GOVERNMENT FUNDING 

Government grants to Federations continue 
to grow each year, notwithstanding the fact 
that the past 10 years have been a time of 
government cutbacks. For many years, the 
United Israel Appeal has successfiilly se­
cured significant federal dollars for the Jew­
ish Agency, with the 1991 total reaching 
$80 million. 

Because we are an integrated system, 
even government dollars that are secured 
for local purposes do in fact result in more 
dollars available for overseas needs. The 
establishment of federation offices in every 
state capital where the state has a signifi­
cant Jewish population speaks to the ac­
knowledged potential, as does the existence 
of the CJF Washington office. Their suc­
cess confirms the hypothesis that, for rather 
small investments of dollars, we can receive 
huge dividends without compromising the 
Jewish component of our service. In states 
where federations have worked coopera­
tively with the various levels of government 
we enjoy the finest reputation. As a result 
of our political effort in support of Israel, 
we enjoy a unique set of contacts, influence, 
and networking that we have only just be­
gun to use for domestic grant-making pur­
poses. 

CAPITAL CAMPAIGNS 

Capital campaigns have always been a 
source of revenue to federations and their 
agencies. For years we have joked about all 
the plaques on all the doors of our various 
institutions. At the same time, we com­
plained about how capital campaigns some­
times affected the annual campaign nega­
tively and that many hundreds of millions 
of dollars of Jewish capital were being 
given to non-Jewish institutions of higher 
learning, hospitals and the like. From this 
set of circumstances, some federations have 
developed hybrid giving programs for large 
donors seeking special recognition. These 
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are not donor designation from the aimual 
campaign, but rather important supplemen­
tary gifts—gifts in addition to the regular 
campaign—that enhance our overall re­
source development efforts. These pro­
grams are known by different names—Gen­
erations in Detroit, Harvest in Milwaukee, 
and Continuum in Chicago—but they all 
share a common focus and each year grow a 
little larger. Our Jewish Agency counter­
part to this program is the Israel Education 
Fund, which has brought in sigiuficant ad­
ditional dollars but in my opinion has only 
scratched the surface of its potential. 

Part of the reason why this source of 
fimding has not reached its potential is our 
inability to use the local federation network 
to its fiillest capacity in seeking out pros­
pects for special solicitation and obtaining 
one-time gifts for special programs in Is­
rael. Speaking as a federation executive, I 
am just as pleased to secure a gift of $2 mil­
lion for a Jewish Community Center (JCC) 
in a Project Renewal town as I would be to 
secure the same $2 million for a local JCC. 
Yet, at home I have plenty of products to 
sell, whereas our overseas portfolio is lim­
ited. If we can satisfactorily change that set 
of facts, we can increase funding to the Jew­
ish Agency by many millions of dollars. 

FOR-PROFIT SPIN-OFFS 

A new resource development program pick 
for the 1990s is for-profit spinoff's. Univer­
sities and hospitals have generated revenue 
by running private businesses for some time 
now, and many, such as Harvard, have 
made a good deal of profit. Some federa­
tions are in the newspaper business; others 
have dabbled in consulting real estate leas­
ing, and video production. Yet, we have 
not maximized the entrepreneurial know-
how that flows through the veins of our vol­
unteers or taken full advantage of the tal­
ents of the professional infrastructure that 
exists in our federations. In the same way 
that I suggested the use of targeted eco­
nomic investments in Israel, there is no rea­
son why federation investment dollars can­

not also be designated to owning stock in 
privately held companies established by the 
federation. Federations can create for-profit 
corporations and own 100% of the stock. 
The business would operate on a competi­
tive basis with other for-profit businesses, 
including paying taxes on their profits. 
Only the after-tax profit would be turned 
over to the nonprofit entity owner. 

For-profit enterprises have the additional 
benefit of enabling the sponsoring federa­
tion to provide jobs for its constituents and 
clients. Our local agencies have the exper­
tise to operate employee assistance pro­
grams, corporate day care services, and 
other services that can be sold to corpora­
tions. With carefiil planning and attention 
to detail, for-profit business spinoff's can be­
come a major source of income, as well as a 
major source of employment for Jewish dis­
abled, Jewish young adults, and elderly on 
into the 21st century. 

CREATIVE FINANCING 

Borrowing vehicles, such as tax-exempt 
municipal bonds or revenue anticipation 
notes, can represent significant savings to 
an organization and can therefore come un­
der the mbric of additional revenue. Tax-
exempt bonds have been used by several 
federations for the construction of capital 
projects that serve the community purpose. 
At a minimum, the use of such bonds can 
usually result in a 200 basis point savings in 
financing, \ ^ c h is significant. Yet, be­
cause federations are integrated systems, we 
can leverage the savings even further. For 
example, we can issue $3 million in tax-ex­
empt bonds to build a small group living 
home for the aged and at the same time so­
licit a Co«rt«MM»i/endowment-type gift for 
$3 million in exchange for naming the 
building after the donor. We can then in­
vest cash flow from the gift and receive a 
return significantly higher than the interest 
rate we are paying on the bond, thereby set­
ting up a new flow of revenue that can be 
used for programming at the group living 
home. 

SUMMER 1994 



Integrated Approaches to Financial Resource Development / 269 

Another example of creative financing is 
revenue anticipation notes—a truly unique 
cash-flow management program. Munici­
palities retire anticipafion notes with rev­
enue from taxes; federations can retire them 
with revenue from pledges paid during the 
year. The net effect for my federation is a 
savings of about $250,000 annually when 
interest rates are at average levels, and 
these fimds are then used to increase next 
year's allocations. When interest rates are 
low, the savings are much less, but the op­
portunity is still available every year. 

AN INTEGRATED APPROACH TO 
RESOURCE DEVELOPMENT 

Integrated financial resource development 
encompasses all fimds from all sources, and 
that even includes dollars saved. This ar­
ticle has identified endowment fiinds, in­
vestment income, foundation and corporate 
grants, family foundations, government 
grants, capital giving opportunities, for-
profit spinoffs, and borrowing vehicles as 
categories of resources. What I hope 
emerges from this panoply of programs is 
the concept of a coherent integrated organi­
zation—the contemporary federation—an 
organization whose main purpose is to build 
community and distribute fiinds. And to 
the extent that more fimds are made avail­
able for distribution locally and overseas, 
the community-building objective is satis­
fied. 

The contemporary federation is still in 
the process of inventing itself What works 
or does not work in one community is tested 
in another. The range of federation behav­
ior is broad, and there are wide variances in 
performance. 

Per capita giving is large in some com­
munities and small in others. Yet, we also 
needs to push the calculus of resource inte­
gration fiirther by acknowledging that per 
capita costs of operation also vary; some are 
small and others much larger. The differ­
ence in dollars spent translates directly to 
fiinds available for distribution—on the lo­
cal, national, and international levels. The 

proposed CJF Governance Model, with its 
emphasis on collective federation action, 
will not only give clarity to issues of CJF 
governance but will also provide an oppor­
tunity to examine new relationships, and 
based on the need for greater fiinds, im­
proved planning, and enhanced service de­
livery capacity, additional changes will be 
made. To the extent that we will be able to 
demonstrate additional economies and be­
come more focused, our system of philan­
thropy will become even more attractive to 
those from whom we seek support. 

UJA and Keren Hayesod leadership have 
done a splendid job in bringing passion to 
the annual campaign and Operation Exodus 
enterprise and helping obtain large gifts. 
With all this assistance, we are trying to in­
form our donors that there is nothing "regu­
lar" about the annual campaign and that the 
case for continuing Operation Exodus is as 
compelling a story of Jewish rebirth and the 
key to revitalization of the State of Israel 
and the Jewish people worldwide as it was 
when the first refiisenik stepped off the 
plane at Lod so many years ago. 

A prodigious amount of fiinds was raised 
in the first round of Operation Exodus, and 
the additional $900 million in guaranteed 
loans was fiirther proof of Jewish federation 
commitment to this great exodus, but we 
have not successfiilly reached Cha, the 
great majority of Jews. The loss is not just 
in dollars, but in a lost opportunity for Jews 
to participate in writing a glorious chapter 
in Jewish history. 

In Chicago, although we raised and 
pledged millions of dollars more than the 
proportionate share we were asked to send 
through UJA to the Jewish Agency—and 
send it we did in advance of collection—we 
achieved that success with the participation 
of only 34% of the contributors who make a 
gift to the federation campaign each and ev­
ery year. Similar ratios, some a little better 
or a little worse, apply to all the communi­
ties. As leaders of this collective enterprise, 
each of us must personally connect to each 
year's campaign. 
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I regret that the 1992 Jewish Agency, in 
its schedule of meetings, does not include a 
required scheduled opportunity for a fund-
raising caucus. With all the reports and 
statements of achievement and goals, we 
should also be armouncing that each of us is 
committed to the success of the aimual cam­
paign and the continued 3-year Exodus pro­
gram. In my view, fund raising at the As­
sembly is part of an integrated strategy for 
developing resources, which would also 
send the right message to those back home 
that "the fund spenders" are also personally 
committed to fiind raising through our own 
gifts and participation. 

We have to find ways to do better, and 
maybe part of that doing better is behaving 
better. Jewish leadership throughout the 
world should close ranks on those things 
that are most important to this enterprise 
and find civil ways to settle disputes. All 
organizations have tensions, and members 

of the same femily do not always agree, but 
we undermine our collective credibdity 
when we make such charges as "the Agency 
is cormpt—millions of dollars are being 
wasted" and "federations are stealing 
money intended for Israel." When such 
statements are reported by the media, our 
credibility is damaged and crucial fiinds are 
lost. 

Collective partnership is the focus for 
our fiiture. "One People, One Destiny" is 
more than a slogan. Although we are dis­
persed and have different views, we can, 
should, and must come together to make the 
changes that need to be made. We must be 
willing to address and to share our 
strengths and problems, our frustrations, 
our dreams and goals, our achievements 
and our destiny. Together, as one inte­
grated system of community building and 
nation building, we can ensure our future as 
we approach the 21st century. 
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