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This edition of the Nonprofit Quarterly is dedicated to our dear friend and

advisor Woods Bowman, who passed away after a tragic car accident on July 10.

Woods, a well-known nonprofit scholar with a wealth of nonprofit and public
sector experience, was the author of our popular column “The Nonprofit Ethi-
cist” as well as a prolific writer on nonprofit finance. But for NPQ, Woods was
not only the Nonprofit Ethicist—he was also the most incisive, supportive, and
generous of colleagues. Woods radiated calm and possessed an innate sweet-
ness that was hard to resist, and this picture from DePaul University captures
a classic Woods pose. We often sat with him over coffee like this, talking about

everything under the sun. He will be sorely missed.

On a happier note, just a short while ago, Woods unexpectedly presented us
with a large batch of Nonprofit Ethicist columns, to do with as we saw fit. He
had never done this before, and we felt as if we had been handed a treasure
trove (as indeed we had). In honor of Woods and his incomparable column, we

begin this edition with one part of that treasure.
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Welcome
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This edition of the Nonprofit Quarterly is

ekl Thvgs Wk
Ceardurabernm
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about a group of considerations that activ-

ists must have in mind as they advance an

approach to a social issue. It is by no means an exhaus-

tive treatment of all those considerations, but for

mission-ambitious practitioners there is rich food for
thought in each of the pieces we have chosen.

We begin with an article by Lester Salamon, who

unpacks some of the confusion around the core purposes
of the sector. The brilliance of this piece is that in naming
four competing impulses, he makes sense of how we think, at a very basic level, about
our organizations and what they are meant to do. Do we view them as vehicles for
social change? As contractors? These assumptions affect our behavior, and exposing
those organizing mental models helps us to clarify our choices.

Moving from our perceptions of ourselves to the alignment between those and
the ways others view us, we turn to Peter Frumkin'’s article. Brand is like a tailwind
with the public, and as Frumkin points out, your brand can stand apart from your
actual performance—until the difference between the two, if there is one, causes
an implosion.

Next, we have an interview with Bill Keller of the Marshall Project, which focuses
on how to identify and fill a gap in strategy—in this instance in the realm of investiga-
tive journalism, followed by an article by Jeffrey Berry, which looks at how purview
can affect a movement’s or organization’s grassroots work.

Then, an article written around an interview with Stephen Gaetz of the Canadian
Observatory on Homelessness, the Homeless Hub, and Raising the Roof describes
the usefulness of developing research capacity to help inform and advance an
approach to a problem—using as an example Housing First.

We close out the features with an interview with Sheldon Danziger, who discusses
how difficult it can be to determine whether or not an effort like the War on Poverty
has worked, and why this is so.

We want to thank all who helped shape this edition. Initially, our aim was to high-
light “things that work,” but as we discussed our approach with people in the field,
they raised questions like, “In whose eyes has it worked?” and “With what unintended
consequences?” This brought us to a notion we find ourselves returning to again and
again, which is that this sector is in the business of addressing “wicked” problems
that are value laden and unbelievably complex. In that context, we may see how we
can advance the ball once we have defined the field and decided on the location of
the goal posts—but, as with our initial plans for this edition, we must never expect
all that we have mapped out to remain the same over time.
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The Nonprofit Ethicist

by Woods Bowman

Ifa donor confides illegal financial doings, better hire a lawyer. Even for the Nonprofit Ethicist,

it's hard to know what to make of a luminary’s request for a donation to his own foundation

in exchange for being an honoree at another’s gala. And if a misdirected donation comes to

your mailbox, do you really need to ask the Ethicist whether or not you should notify the donor?

Editors’ note: Right before Woods Bowman passed away, he presented NPQ with a cache of Nonprofit Ethicist columns. We will

run these in this and the next three issues of the Nonprofit Quarterly as his parting gift to us all. This quarter’s installment is

on issues related to fundraising.

EAR NONPROFIT ETHICIST,
A fundraiser develops a close
relationship with a donor.
The donor relates that for

years he skimmed money from his cash

business, and it is in his house (his
attic). What, if any, is the responsibil-
ity of the fundraiser after hearing this
mnformation? No donations were made
with this “tainted” money.

Worried

Dear Worried,

Oh, for goodness’ sake! Don’t you know
that when you take a large donation
from someone with a bad reputation,
the taint can rub off on you and sully
your reputation? The donor’s behavior
is not just unethical—it is illegal. The
fundraiser should point out to the donor
the possible penalties he faces if the IRS
catches him. Furthermore, the fundraiser
is now complicit. The fundraiser should

6 THE NONPROFIT QUARTERLY

consult alawyer regarding his or her own
liability exposure. Again, any charitable
gifts from the donor are, in fact, tainted,
because money is fungible. Besides, I
suspect the donor plans to take a tax
deduction on money he never intended
to pay tax on in the first place.

Dear Nonprofit Ethicist,

Did you see the story in the New York
Times about Bill Clinton agreeing to be
honored at a nonprofit’s annual fund-
raising gala, but only in exchange for
a “quid pro quo” donation of $500K to
his own foundation (Clinton Founda-
tion)? I found this to be very inter-
esting. While the story reported the
basic facts, it did not make a thor-
ough inquiry into the ethical implica-
tions of the scenario. I know firsthand
how difficult gala fundraising can be.
How much is too much to put into a
Sundraising effort, and where did

the various players in the scenario

described above (the hosting nonprofit,

the soliciting honoree) go wrong?
Inquiring

Dear Inquiring,

I, too, found it interesting, and I won-
dered: (1) Did Clinton’s appearance
attract more than his $500,000 fee?
(2) Was the payment to the Clinton Foun-
dation intended to buy favor with a possi-
ble future presidency of another Clinton?
I don’t know the answer to either ques-
tion. I need more information to answer
the first question, and any answer to the
second is necessarily speculative, and
I'm not going there. (Perhaps Clinton
should not have gone there, either—but
who am I to say?)

Dear Nonprafit Ethicist,

How do you handle an NPO that wants
to say thank you for a grant made from

WWW.NPQMAG.ORG - FALL 2015
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your foundation by offering to give you
tickets for (or special access to, or seats
or a table at) an event? Can it be seen
as receiving a benefit? There is a cost
associated with what is given, but the
organization is giving it on a compli-
mentary basis. Do I accept? If I decline,
I may insult the client; but if I accept,
could it be seen as client cultivation/
stewardship? Am I taking advantage
of the foundation’s position in the com-
munity by accepting access/tickets?
Flummoxed

Dear Flummoxed,

First, the ticket is definitely a benefit,
and it would probably create a tax liabil-
ity for you. My advice is not to accept it.
The problem is not taking advantage of
the foundation’s position but that it could
be regarded as an inducement for future
grants. You can avoid insulting your bene-
factor by saying, “I did not do you a favor.
You earned it.” For good measure, you
might add that it would create a tax head-
ache for you. Although you paid nothing
for the ticket, you still have to come up
with cash to pay the IRS for the market
value of goods and services received.

Dear Nonpraofit Ethicist,
We have been approached by a ninety-
year-old man who has offered to
give us his home. The house has
been appraised at approximately
$1.2 million. However, we have been
assured that the maximum price the
house would sell for is $600,000. What
1s our obligation in dealing with this
situation as far as taking the gift? If
the donor were to deduct the appraised
value of the home but we were only able
to sell for $600,000, what would be the
effect on the donor? What would be
the effect on our organization? What
would be the ethical way to approach
this situation?

Uncertain

FALL 2015 - WWW.NPQMAG.ORG

Dear Uncertain,

Your legal obligation is merely to give the
donor aletter acknowledging the gift and
describing it and its condition. Be sure to
consult IRS regulations to get a complete
picture of your obligations. However, I
can tell you now that the IRS prohibits
an acknowledgment letter from opining
on the gift’s value.

Dear Nonprofit Ethicist,
A nonprofit I am working with received
a check from a communal fund for
$5,000. The donor is not in its data-
base, the organization has no relation-
ship with the donor, and the people the
donor wants to honor with the dona-
tion are not known to the organiza-
tion. However, the attached letter is
addressed to the organization—Ilet’s
call it ABC NY—at its address, and the
donation is unrestricted. The assistant
at ABC NY did some research (out of
her own interest), and it appears
that the donor has a relationship with
an organization with the same name
in another state—let’s call it ABC CT.
Is the nonprofit in question legally
required to notify them of a possible
mistake? How about ethically?
Wondering

Dear Wondering,

Ethically, yes, the organization should
notify the donor of a possible mistake.
Assuming they want to do the right thing,
the legal question is academic.

Dear Nonprofit Ethicist,

Several of your recent columns have left
me wondering about the concern that,
as advice seeker “Hopeful” phrased it
(in your column of October 15, 2014),
“the money that could be going to pro-
grams 1is instead getting plowed back
into Wall Street.” Over my years in the
field, I've worked with numerous very
wealthy institutions. A few stand out

Jor their ongoing, indeed perpetual,
Sundraising efforts, even though the
organization has >$2B unrestricted
assets. When is enough, enough? And,
how much of every dollar should pass
through to recipients and how much is
best to support the nonprofit budget for
sustainability? What is the best alloca-
tion (“93 cents of every dollar goes to
support recipients . . .” etc.)?

Curious
Dear Curious,
There isno consensus on these questions,
either. People continue to give to Harvard
with full knowledge that its endowment
is $36 billion-plus. Limiting the size of
donor-restricted endowments or unre-
stricted quasi-endowments would either
force more rapid spending, which could
be wasteful, or it would restrict donors’
options, which would be unwise. The
law does, however, require that private,
nonoperating foundations “distribute”
5 percent of their assets every year. I
have studied the sustainability issue and
find that 5 percent is very close to the
maximum sustainable rate of spending
without exposing an investment portfo-
lio to excessive risk. I think it is a good
spending rate for public charities and
operating foundations, too. You also raise
the question of a proper overhead ratio.
There is consensus among scholars that
one size does not fit all.

NotE
1. Woods Bowman, “The Nonprofit Ethicist,”
Nonprofit Quarterly 21, no. 3 (Fall 2014): 4.

Woops BowmaN, professor emeritus of
public service management at DePaul Uni-
versity in Chicago, Illinois, passed away in
July 2015.

To comment on this article, write to us at
feedback@npgmag.org. Order reprints from
http://store.nonprofitquarterly.org, using
code 220301.
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NonproFIT IDENTITY

The Four Impulses of Nonprofits
and What They Each Create

The way we think
about our work is
often bounded by

sets of assumptions
that too often go
unquestioned.
Here Lester Salamon
discusses the four
basic paradigms that
describe how various
segments of the
nonprofit sector see
themselves.
When these
paradigms are simply
assumed and not
questioned, the roles
of the organization
may be unnecessarily
limited.

by Lester M. Salamon

Editors’ note: This article was adapted from The Resilient Sector Revisited: The New Challenge to Non-

profit America (Second Edition, 2015), and reprinted with permission from Brookings Institution Press.

STRUGGLE IS UNDER WAY FOR THE “SOUL” OF
America’s nonprofit sector, that vast
collection of private, tax-exempt hospi-
tals, higher-education institutions, day
care centers, nursing homes, symphonies, social
service agencies, environmental organizations,
civil rights organizations, and dozens of others
that make up this important, but poorly under-
stood, component of American life.
This is not a wholly new struggle, to be sure.
From earliest times nonprofits have been what

LESTER M. SALAMON is a professor at Johns Hopkins
University—where he is director of the Center for Civil
Society Studies in the School of Public Health—and was
founding director of the Institute for Policy Studies. His
publications include Partners in Public Service: Govern-
ment-Nonprofit Relations in the Modern Welfare State
(Johns Hopkins University Press, 1995), Rethinking Cor-
porate Social Engagement: Lessons from Latin America
(Kumarian Press, 2010), and, most recently, The Resil-
tent Sector Revisited: The New Challenge to Nonprofit

America, 2nd ed. (Brookings Institution Press, 2015).
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sociologists refer to as “dual identity,” or even
“conflicting multiple identity,” organizations.!
They are not-for-profit organizations required to
operate in a profit-oriented market economy. They
draw heavily on voluntary contributions of time
and money, yet are expected to meet professional
standards of performance and efficiency. They
are part of the private sector, yet serve important
public purposes.

Inrecent years, however, these identities have
grown increasingly varied and increasingly dif-
ficult to bridge, both in the public’s mind and in
the day-to-day operations of individual organiza-
tions. In a sense, America’s nonprofit organiza-
tions seem caught in a force field, buffeted by a
variety of impulses, four of which seem especially
significant. For the sake of simplicity I label these
voluntarism, professionalism, civic activism,
and commercialism, though in practice each is a
more complex bundle of pressures.

What makes these four impulses espe-
cially important is that their relative influence
can profoundly affect the role that nonprofit

“UNTITLED” BY LIAT ELBLING/WWW.LIATELBLING.COM
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The nonprofit
sector has long
been the hidden
subcontinent
on the social
landscape of
American life,
regularly revered
but rarely
seriously
scrutinized

or understood.

10 THE NONPROFIT QUARTERLY

Four Impulses Shaping the Future of Nonprofit America

VOLUNTARISM

CIVIC ACTIVISM

NONPROFIT
AMERICA

PROFESSIONALISM

COMMERCIALISM

organizations play and the way in which they
operate. Understanding this force field and the
factors shaping its dynamics thus becomes
central to understanding the future both of par-
ticular organizations and of the nonprofit sector
as a whole.

Sadly, far too little attention has been paid to
the significant tensions among these impulses.
The nonprofit sector has long been the hidden
subcontinent on the social landscape of Ameri-
can life, regularly revered but rarely seriously
scrutinized or understood. In part, this lack of
scrutiny is due to the ideological prism through
which these organizations are too often viewed.
Indeed, alively ideological contest has long raged
over the extent to which we can rely on nonprofit
institutions to handle critical public needs, with
conservatives focusing laser-like attention on
the sector’s strengths in order to fend off calls
for greater reliance on government, and liberals
often restricting their attention to its limitations in
order to justify calls for expanded governmental
protections.

Through it all, though largely unheralded—and
perhaps unrecognized by either side—a classi-
cally American compromise has taken shape.
This compromise was forged early in the nation’s
history, but it was broadened and solidified in
the 1960s. Under it, nonprofit organizations in
an ever-widening range of fields were made the
beneficiaries of government support to provide
a growing array of services—from health care

to scientific research—that Americans wanted
but were reluctant to have government provide
directly.? More, perhaps, than any other single
factor, this government-nonprofit partnership is
responsible for the growth of the nonprofit sector
as we know it today.

Since about 1980, however, that compromise
has come under considerable assault. Conserva-
tive critics, concerned about what they see as an
unholy alliance between the once-independent
nonprofit sector and the state, have called for a
return to the sector’s supposed purely voluntary
roots.? Liberal critics have bewailed the sector’s
departure from a more socially activist past and
its surrender to professionalism.? At the same
time, the country’s nonprofit managers, facing
an extraordinary range of other challenges as
well—significant demographic shifts, fundamen-
tal changes in public policy and public attitudes,
new accountability demands, massive technologi-
cal developments, and changes in lifestyle, to cite
just a few—have been left to their own devices
and have turned increasingly to the market to
survive. Through it all, nonprofit America has
responded with considerable creativity to its
many challenges, but the responses have pulled it
in directions that are, at best, not well understood
and, at worst, corrosive of the sector’s special
character and role.

Despite the significance of these develop-
ments, little headway has been made in track-
ing them systematically, in assessing the impact
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they are having both generally and for particular
types of organizations, and in effectively getting
the results into the hands of nonprofit managers,
policymakers, the press, and the public at large.
[The book from which this article is adapted]
seeks to fill this gap, to offer a clear, up-to-date
assessment of a set of institutions that we have
long taken for granted but that the Frenchman
Alexis de Tocqueville recognized over 175 years
ago to be “more deserving of our attention” than
any other part of the American experiment.’More
specifically, the book makes available, in a more
accessible form, an updated summary of a much
larger inquiry into the state of America’s nonprofit
sector that the present author carried out with an
extraordinary team of collaborators and that was
published in a prior volume.®

Perhaps the central theme that emerged from
this larger project, and that is a central theme
[here], is the theme of resilience, of a set of insti-
tutions and traditions facing not only enormous
challenges but also important opportunities and
finding ways to respond to both with considerable
creativity and resolve. Indeed, nonprofit America
appears to be well along in a fundamental process
of reengineering that calls to mind the similar
transformation that large segments of America’s
business sector have been undergoing since the
late 1980s.” Faced with an increasingly competi-
tive environment, nonprofit organizations have
been called on to make fundamental changes in
the way they operate. And that is just what they
have been doing.

The problem, however, is that, although the
sector’s organizations have been responding resil-
iently, those responses are taking a toll on their
ability to perform some of their most important
functions. As a consequence, nonprofit America
is ironically endangered by its own resilience. In
a sense, nonprofits have been forced to choose
between two competing imperatives: a survival
imperative and a distinctiveness imperative,
between the things they need to do to survive in
an increasingly demanding market environment
and the things they need to do to retain their dis-
tinctiveness and basic character.® In recent years,
the survival imperative seems to have gained the
upper hand. The question for the future is whether

FALL 2015 - WWW.NPQMAG.ORG

it will continue to do so, or whether the nation’s
nonprofit sector will find better ways to balance
these demands, and how much understanding and
help they will receive from the broader society to
allow them to do so.

Any account of the future of nonprofit
America must therefore be a story in three parts,
focusing, first, on the challenges and opportuni-
ties that America’s nonprofit sector is confront-
ing, then examining how the sector’s institutions
are responding to these challenges and oppor-
tunities, and finally assessing the consequences
of these responses both for individual organiza-
tions and subsectors and for nonprofit America
as a whole. Against this backdrop, it will then
be possible to identify some of the steps that
might be needed to help America’s nonprofit
organizations evade the dangers they face. |. . .]
To set the stage for [such an account], however,
it may be useful to remind readers what the non-
profit sector is and why it is so deserving of our
attention.

Four Impulses Shaping the Future

of Nonprofit America

While the key nonprofit functions of delivering
services, influencing policy, giving expression to
multiple interests and views, building community,
and guarding crucial values [. . .] continue to char-
acterize the nonprofit sector, powerful forces are
at work challenging and reshaping a number of
them. Indeed, as noted earlier, the nonprofit sector
appears caught in a difficult force field controlled
by four conflicting impulses—voluntarism, profes-
sionalism, civic activism, and commercialism—
that are pulling it in somewhat different directions.
These impulses have implications, moreover, for a
broad swath of nonprofit features, from the roles
that nonprofits play and the strategies they use to
their style of operation, their principal reference
groups, their organizational structure, their man-
agement style, and their resource base. The power
of these impulses is hardly identical in all fields, or
in all organizations even within fields, but there is
enough commonality to the impulses to warrant
a general characterization of their major features
as aprelude to examining the drivers that are sup-
porting or retarding each.

Faced with an
increasingly
competitive
environment,
nonprofit
organizations
have been called on
to make
fundamental
changesin the
way they operate.
And that is just
what they have

been doing.
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Perhaps the most
fundamental of these
impulses, and the one
that has fixed itself most
securely onto popular
conceptions of the
nonprofit sector, is the

voluntaristicimpulse.

Voluntarism

Perhaps the most fundamental of these impulses,
and the one that has fixed itself most securely
onto popular conceptions of the nonprofit
sector, is the voluntaristic impulse. This impulse
carries much of the distinctive value claim of
the nonprofit sector—its function as the vehicle
through which individuals give expression to a
wide assortment of social, cultural, religious, and
other values and exercise individual initiative
for the common good. But in recent years the
voluntaristic impulse has come to be associated
with a more stridently ideological conception
of this sector. Indeed, as historian Waldemar
Nielsen has shown, a “simplistic folklore” has
attached itself to the American belief system
with regard to this impulse. According to this
folklore, the sectors of American society, partic-
ularly the nonprofit sector, “are neatly separated

and exist in a static, ideologically partitioned
relationship to each other, always have been, and
ideally always should be.” This is has given rise,
including particularly in conservative circles, to
an ideal image of a nonprofit sector that eschews
involvement with government; is mostly staffed
by selfless volunteers, many of them religiously
inspired; and is wholly, or nearly wholly, sup-
ported by charitable giving.'’

Whether in its more ideological or its more bal-
anced forms, this voluntaristic impulse continues
to exert a strong gravitational pull on public per-
ceptions of the nonprofit sector, if less so on the
actual operations of the sector’s organizations.
More specifically, as summarized in the table
below, the voluntaristic impulse has come to be
associated with a nonprofit sector whose primary
role is to express and inculcate values. While a
wide assortment of values can find resonance

Four Impulses
Feature Voluntarism Professionalism Civic Action Commercialism
1) Role/objectives « Overcome value deficits - Overcome physical, educational, | - Change structures of power - Use market means for social ends
« Transform individuals or psychological deficits « Change basic policies « Efficiently address social needs
+ Relieve suffering + Offer treatment
2) Strategy « Inculcate values + Medical model « Asset model « Promote social entrepreneurs
« Counseling, personal renewal + Deliver services « Advocacy strategy + Locate market niches
« Self-help « Establish services as rights + Organize citizens/build + Pursue self-sustaining income
« Temporary material assistance leadership + Measure results
+ Access media/elites
3) Operating style « Pastoral - Programmatic « Participatory « Entrepreneurial
« Normative « Technocratic - Confrontational - Efficiency oriented
- Paternalistic « Therapeutic « (ritical « Profit focused
« Particularistic « Universalistic - Measurement driven
« Holistic « Secular
4) Principal reference group(s) | - Donors/volunteers « Staff « (itizens - Corporate donors
+ Members + Profession « Community assets + Customers
« Clients « Entrepreneurs
5) Organizational structure + Fluid + Hierarchic « Modular « Product focused
« Ad hoc « Segmented - Federated + Networked
« Alliances + Flexible
6) Management style « Informal « Bureaucratic - Consensual « Responsive
«Volunteer dominant « Professional rule-bound « Collaborative - Bottom-line focused
« Spiritual « Participatory « Disciplined
7) Resource base «Voluntarism - Government « Philanthropy «Venture philanthropy
« Individual philanthropy - Fees «Voluntarism - Sales
« Institutional philanthropy - Government «Vouchers
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with this impulse, in recent years an especially
strong current has arisen from the religious right
and has found expression in the faith-based
charity movement. Adherents to this perspective
tend to attribute a wide range of human problems
to the absence or underdevelopment of appropri-
ate normative values. The strategies of interven-
tion associated with this impulse therefore often
emphasize counseling and self-help, coupled with
temporary material assistance until the needed
value messages are internalized and absorbed.

The style of intervention emphasized in the
voluntaristic impulse therefore tends to be pas-
toral, normative, nonprofessional, holistic, and
at times paternalistic. The stakeholders or ref-
erence groups most closely associated with this
impulse are often individual donors and volun-
teers, who serve as role models for the disad-
vantaged and whose religious faith and values
of hard work and personal responsibility are to
be transmitted to those lacking them. The orga-
nizational structures associated with the volun-
taristic impulse tend to be fluid and ad hoc, and
the management style flexible and informal, as
befits a volunteer-based staffing pattern. Finally,
the resource needs of organizations imbued with
the voluntaristic impulse are different in both
scale and kind from those of other types of orga-
nizations, relying much more heavily on volun-
teers and charitable contributions than fees or
government support.!!

Professionalism

While the folklore of voluntarism remains domi-
nant in much of the belief system surrounding
the American nonprofit sector, a second impulse
has profoundly shaped the reality of nonprofit
operations. This is the impulse of profession-
alism. By professionalism, I mean the empha-
sis on specialized, subject-matter knowledge
gained through formal training and delivered
by paid experts.'?

Professionalism has had a profound effect on
the nonprofit sector, strengthening its capaci-
ties in important respects but at least partially
displacing the sector’s voluntaristic character.'?
While many of these effects have been attributed
to the sector’s involvement with government,
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in truth professionalism has probably had as
much impact on government as government
has had on professionalism, since a push by
professionals to establish government licens-
ing or program-staffing requirements is one of
the crucial steps in establishing a profession.
At the least, the rise of professionalism within
the nonprofit sector clearly predated the expan-
sion of government involvement in the fields in
which nonprofits are active. The transformation
of private hospitals from small community insti-
tutions addressing the primary-care needs of
communities into large bureaucratic institutions
dominated by professionally trained doctors
took place between 1885 and 1915, decades
before Medicare and Medicaid had even been
contemplated.? So, too, the professionalization
of social work and the rise of “case work” rather
than community organizing and social reform
as the primary social-work mode of interven-
tion was well along by the turn of the twentieth
century and firmly in place by 1920.¢ What is
more, the engine for this change was private
philanthropy (in the form of local community
chests) rather than government, as the scien-
tific charity movement sought to replace what
was widely perceived to be the inadequacies of
well-meaning volunteers with the “trained intel-
ligence” of professionals.!”

While government did not introduce the pro-
fessional impulse into the nonprofit sector, it has
certainly helped to nurture and sustain it, both
by providing professions a mechanism through
which to enforce professional standards in gov-
ernment-funded programs and by providing the
funds needed to hire professional staff. In the
process, it has helped push nonprofit organiza-
tions in directions quite different from those
imparted by the voluntaristic impulse. While it
shares with voluntarism a deficit model empha-
sizing individual shortcomings as the cause of
human problems, professionalism emphasizes not
normative shortcomings but social, educational,
physical, and psychological ones. The role of the
nonprofit sector in this view is thus to offer pro-
fessional services to disadvantaged clients. “Not
alms but a friend,” the long-standing slogan of the

voluntaristic Boston Associated Charities, thus

Professionalism has
had a profound effect
on the nonprofit sector,
strengthening its
capacities inimportant
respects but at least
partially displacing

the sector’s
voluntaristic

character.
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Instead of expressing
values and transforming
individuals, the civic
activism impulse thus
sees the fundamental
role of the nonprofit
sector to be eliminating
the need for services by
changing the balance of
power in society and
opening channels of
opportunity to a broader

swath of the population.
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came to be replaced in professional social-worker
circles by the mantra, “Neither alms nor a friend,
but a professional service.”'

Professionalism’s strategy thus relies on a
medical model, treating beneficiaries essentially
as “patients” needing some form of “treatment,”
whether physical, educational, or psychologi-
cal. Unlike the pastoral and holistic operating
style characteristic of the voluntaristic impulse,
the professional style is thus therapeutic, tech-
nocratic, segmented, and secular. The principal
reference group for the professional impulse is
not donors or beneficiaries but professional staff
and the profession itself. Consistent with these
features, professionalism creates organizational
structures that are hierarchic and segmented;
uses a management style that tends toward
the bureaucratic, formal, and rule-bound; and
requires the more ample and reliable resources
of government and fees for support.

Civic Activism

Far different from both the voluntaristic and
professional impulses is a third impulse cours-
ing through the nonprofit sector: the impulse of
civic activism. According to this perspective,
the real source of the social ills besetting signifi-
cant segments of the American public does not
lie in the values, or in the psychological or skill
deficits, of disadvantaged individuals. Rather, it
lies in the structures of social, economic, and
political power that such individuals confront in
the broader society and in the unequal access to
opportunities that results. The solution to these
social ills therefore does not depend on moral
preachment by well-meaning volunteers or on
treatments administered by trained profession-
als but on the mobilization of social and politi-
cal pressure to alter the structures of power and
correct the imbalances of opportunity.'’

The settlement house movement of the late
nineteenth and early twentieth centuries clearly
embodied this approach. Although providing
immediate services to residents of the neigh-
borhoods in which they were located, the real
focus of the settlements, according to their
historian, was to “bring about social reform,
thus alleviating the underlying causes of social

problems.”® Seventy-five years later, this per-
spective remained uppermost in the mind of
the first president of Independent Sector, the
national umbrella group for American nonprofit
organizations, who referred to “efforts to influ-
ence public policy” as “the role society most
depends on [the voluntary sector] to perform.”*!

Instead of expressing values and transform-
ing individuals, the civic activism impulse thus
sees the fundamental role of the nonprofit sector
to be eliminating the need for services by chang-
ing the balance of power in society and opening
channels of opportunity to a broader swath of
the population. Unlike the deficit strategies
embodied in both the voluntaristic and pro-
fessional impulses, the civic activism impulse
embodies an asset model, using a strategy that
sees in the disadvantaged population an enor-
mous resource that can be mobilized and orga-
nized to bring about significant societal change.
The basic operating style favored in this impulse
is thus at once participatory, empowering, and
confrontational, bringing pressure to bear on the
powers that be to establish worker rights and
offer access to education and other services that
those on the bottom of the economic pyramid
are unable to secure through market means. The
principal reference groups for advocates of this
perspective are ordinary citizens and those in
greatest need, plus, where available, the media,
to amplify the voices of otherwise voiceless
constituencies. To achieve its empowerment
objectives, the civic activism impulse fosters
a modular organizational structure, with mul-
tiple linked nodes of action and mobilization. Its
management style is consensual, participatory,
and, where possible, collaborative, building alli-
ances wherever willing partners can be located.
And its resource base tends to be engaged indi-
viduals and, paradoxically in recent decades,
government support.

Commercialism/Managerialism

Finally, in the past several decades, a fourth
impulse has burst upon the nonprofit scene,
commercialism, and its next-of-kin, manage-
rialism.? This impulse, too, has its distinctive
features and its distinctive implications for the
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operation of nonprofit organizations, some of
which are consistent with the other impulses,
but others of which are clearly in tension with
them. The role that the commercial impulse
presses on the nonprofit sector is a service role,
but one that emphasizes managerial efficiency,
innovation, and cost containment—dimensions
that run counter to professionalism’s emphasis,
first and foremost, on effectiveness. The strategy
embodied in the commercial impulse is the injec-
tion of a different type of professionalism into
the operation of nonprofit organizations—not
the subject-matter professionalism of doctors,
social workers, and educators but the business-
oriented skills of the managerial professional.
This includes the use of strategic planning, quan-
titative measurement of outcomes, identification
of market niches, and heightened attention to
operational efficiency.

The operating style emphasized by the com-
mercial/managerial impulse is entrepreneurial
and businesslike, efficiency oriented and mea-
surement driven. The principal reference group
for those espousing the commercial impulse
consists of business leaders, entrepreneurs, and
actual or potential beneficiaries of an agency’s
services, who are reconceptualized as “custom-
ers.” The commercial/managerial impulse calls
for organizational structures that are focused
on individual “products” or “lines of business,”
with metrics that track each line of business sep-
arately and network structures that encourage
coordination but allow considerable autonomy
for “product managers.” The management style
consistent with this impulse emphasizes clear
lines of authority and disciplined performance,
which is achieved through regular measure-
ment against preset targets and the flexibility
to advance and dismiss staff on the basis of per-
formance rather than professional credentials.
In terms of its resource base, the commercial
impulse drives its adherents to search out sus-
tainable revenue streams that can attract private
investment capital for start-up and expansion.
This means fee income and government enti-
tlement program support, particularly such
support delivered through vouchers and other
market-based, consumer-side subsidies.
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Conclusion: Navigating the Force Field

To be sure, these brief descriptions cannot do
justice to the nuances and complexities of these
various impulses. They are presented here as
heuristic devices to suggest some of the major
pressures to which nonprofit organizations
are being subjected. What is more, while the
impulses are in some tension with each other,
there are also clearly points of mutual reinforce-
ment. For example, professionalization and the
growth of nonprofit paid staff may not have dis-
placed the nonprofit involvement in advocacy,
though they may have changed its character
in certain ways. Similarly, the emergence of
social entrepreneurs and social ventures, while
amanifestation of the commercial impulse, also
reinforces the voluntaristic impulse emphasiz-
ing private initiative in the common good. The
challenge, therefore, is not to find the single best
impulse to follow but rather the combination
that produces the most meaningful and appro-
priate balance needed to allow organizations to
survive and grow while still holding true to their
distinctive attributes.

These impulses are not, moreover, disem-
bodied concepts floating in space. Rather, they
take concrete form in the actions of the sector’s
stakeholders—those who provide the resources,
set the regulations and incentives, serve on the
boards, operate the organizations, frame public
perceptions, and lend their support in countless
other ways. Lacking the firm anchor of a single
clear, dominant raison d’étre—such as maximiz-
ing profit in the case of business and securing
popular political support in the case of govern-
ment—nonprofits are especially vulnerable to
being pulled this way and that by whichever pres-
sure is dominant at the moment.

And this is just what appears to be happening
at the present time. Responding brilliantly and
resiliently to a variety of dominant challenges
and pressures, significant components of the
nonprofit sector have moved far from the sweet
spot that has historically earned the sector public
trust, and too little attention has been given to
bringing public understanding in line with oper-
ating realities or to finding a more appropriate
balance among the impulses that are pressuring

The challenge.. . is not
to find the single best
impulse to follow but
rather the combination
that produces the most
meaningful and

appropriate balance.
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Inasense, to survive
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environment, nonprofit
organizations are being
forced to surrender what
may be too many of the
things that make them
distinctive and worthy of
the special advantages

they enjoy.
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the sector and its leaders. In a sense, to survive
in a demanding environment, nonprofit organiza-
tions are being forced to surrender what may be
too many of the things that make them distinc-
tive and worthy of the special advantages they
enjoy. Of special note in recent years has been
the growing impact of the commercial/manage-
rial impulse, eclipsing the professional emphasis
on effectiveness and the voluntaristic emphasis
on expressiveness, and potentially undermining
as well much of the sector’s historic attention to
civic activism.

Nonprofit leaders are not without choices
in this process, of course. But their choices are
highly constrained by the balance of challenges
and opportunities they face. Any account of the
“future of nonprofit America” in the face of these
impulses must therefore be a story in three parts,
focusing first on these challenges and opportuni-
ties and the extent to which they support or retard
these impulses, then examining how the sector’s
leaders have responded, and finally assessing
the consequences of these responses both for
individual organizations and subsectors and for
nonprofit America as a whole. Only then will it be
possible to suggest what alternative options might
be worth considering in order to achieve a more
appropriate balance among the impulses at play
than seems to be emerging.
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NonpPRrOFIT BRANDING

Brands govern
people’s
perceptions far
more than the
necessarily
imprecise metrics
with which we

measure our

efficacy. But by
not filling form

with substance,

_ Th e 0 SOME, THE VERY IDEA OF NONPROFIT BRANDING

you risk is a vulgar topic. No doubt, the nonprofit
imolosi h sector should be about mission, about per-
implosions that formance, about excellence. We all want
harm the field. nonprofits to get the support they deserve, and

we may sincerely wish that effectiveness were the
Of coin of the realm—but it rarely is. Not only are mea-
sures of performance imprecise in many fields, the
metrics we do have are incommensurable across
fields. For all the talk of social investing and venture
philanthropy, the reality is that brands still domi-
nate the capital markets in the nonprofit sector.
Decisions about support are a function of what
the public thinks a nonprofit is doing far more than
what it actually knows about what the organization
is accomplishing.
So, what is a brand? It is the construct that
by Peter Frumkin stakeholders hold about the identity, including the
character, of a nonprofit organization. It is the sum
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total of perceptions about what a nonprofit stands

for, what it does, and how much social impact it is
thought to achieve. Brands are connected to reputa-
tions, in that recognizable brands are often, though
not always, associated with good reputations.
Brands can be tarnished and reputations ruined
after scandals or bad press—and in that case, the
brand may endure in the awareness of stakehold-
ers but it will no longer be able to contribute to the
organization’s ability to pursue its goals. Should one
be fortunate enough to have a great brand, protect-
ing it becomes an absolute organizational priority.
Arguably, it is the most valuable asset in the non-
profit sector, because it is the gateway to all other

the product of having necessary resources on hand
because of good fundraising and outreach, produc-
ing documented results, and putting in place a tal-
ented team of managers. At another level, brands
determine all these things, as strong brands attract
more resources and drive acceptance and success.

Untangling causality in the nonprofit sector
between how an organization is perceived and
what it is actually doing turns out to be a diffi-
cult proposition. There are obvious cases where
operational excellence in all its forms leads to a
nonprofit’s breaking through the crowded pack
and emerging as a leader; there are also cases

assets, both human and financial. PETER FRUMKIN is the Mindy and Andrew Heyer Chair

But if brands are valuable, why don’t all organi-  in Social Policy, faculty director of the Center for Social
zations work hard to build them? The answeristhat  Impact Strategy, and director of the Masters in Nonprofit
brands and the contributors to brands are caughtup  Leadership Program, all at the University of Pennsylva-
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All the clever positioning
and communication in
the world will not help a
nonprofit thatis unclear
about its objectives

and why they should

matter to others.
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where organizations build strong brands and then
coast for years, independent of what they are actu-
ally accomplishing programmatically. Overall,
however, nonprofit organizations operate in a
world where brands drive many of the key factors
affecting success—and success is sometimes, but
not consistently, translated efficiently and reliably
into brand recognition.

The Eight Building Blocks of Brands

Brands are so valuable because they make the life
of the nonprofit so much easier. They open doors,
attract support, create buzz, and bring resources
that in turn allow the brand to flourish and become
even stronger. How can a nonprofit start this snow-
ball of perception and organizational success
rolling? One place to begin is by applying the fol-
lowing eight building blocks of brands. (Note that
a nonprofit need not have all eight blocks in hand
to have a strong brand; a combination of three or
four is probably good enough.)

1. Clear Impact Claim

The starting point for a strong brand is having a
clear intended impact. It is hard to imagine having a
strong brand that is not anchored in a social impact
objective that is broadly accepted, consistently rel-
evant, and compelling to multiple audiences. All
the clever positioning and communication in the
world will not help a nonprofit that is unclear about
its objectives and why they should matter to others.

2. Recognized Leadership

Having a big-name CEO in the nonprofit sector
is one of the best ways to build a brand. Few
nonprofit CEOs possess widespread name rec-
ognition. Having a leader whose name is readily
associated with excellence is a way to quickly
build brand recognition and credibility. Charisma
helps a lot, as well. If the leader writes articles,
gives speeches, and is seen as an important voice
or thought leader in the field, the organization will
reap many benefits in terms of brand recognition.

3. Impressive Funders

Winning at the grant game is also a signal moment
in the process of building a brand. It is no wonder
that many organizations list their funders

prominently on their websites, hoping the glow
of monied influencers will convince stakehold-
ers that something important is going on inside
the nonprofit. Getting a grant from the Gates
Foundation, for example, is a significant event
in building a nonprofit brand. If one can claim
to have passed the vetting process of influential
funders, other donors and peer organizations
will take note.

4. Influential Partner Organizations

The company a nonprofit keeps is important.
Working with other nonprofit organizations that
have big brands can build the reputation, vis-
ibility, and brand of the smaller, less well-known
organization. Most nonprofits think about inter-
organizational collaboration as a way of mobi-
lizing new operational capacity to accomplish
program goals more effectively; partnering is
also a great way to build a nonprofit brand if the
partner organization has the glow of a great and
recognized brand.

5. Effective Communications

The story a nonprofit tells about its work can be
more important than the work itself—at least
when it comes to building a brand. In the past,
a great annual report was a valuable sell docu-
ment. Today, a well-designed website is the coin
of the realm when it comes to building a brand.
Not only is it often a nonprofit’s first point of
contact with its stakeholders, it’s also where
the organization controls how its story is told.
Since almost no one challenges the content of
organizational web pages, it is the place where a
nonprofit can describe its work however it sees
fit and however it believes will register best with

visitors.

6. Replication

Imitation is the highest form of flattery. If a
nonprofit can show that others are replicating
its work, this can be a profound brand builder.
Many nonprofits operate for long periods of time
in obscurity and isolation. Having others pay
attention to a nonprofit’s work, believe in it, and
replicate it are significant signals that something
notable is going on in the organization.
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7. Organizational Age

Of all the ways that nonprofit brands are built,
one is the least complicated and sophisticated:
just hanging around over the years. If a nonprofit
can survive for decades and keep out of trouble,
it will be rewarded with some brand-recognition
returns. The failure rate in the nonprofit sector is
high, and the number of new organizations started
eachyearis huge. As aresult, simple staying power
will contribute to a brand, regardless of all other
considerations. There is also a sense that the sector
is competitive enough that any organization that
survives must have something on the ball, and this
translates into brand recognition.

8. Budget Size

Of all the annoying injustices of the nonprofit
sector, none is as galling as the iron law of budget
size. The larger the resources an organization
is able to mobilize, the more it is seen as legiti-
mate. Bigger budgets are rarely thought to be a
function of caprice but rather the result of real
market forces working themselves out to reward

Don’t Let Unemployment
Liability Overwhelm You

» One-on-one advice from claims representative
» 100% representation at claims hearings
» Online claims dashboard and processing

some organizations by directing more resources
to them. Bigger budgets also convey a sense of
permanence and relevance—rightly or wrongly.

The World Is Not Always Fair

In a perfect world, nonprofits would easily be
able to control and construct their brands to drive
support and resources. But creating a strong brand
islong, hard work; it is a more subtle process than
merely creating a new logo or tagline.

Take, for instance, Harlem Children’s Zone. Its
brand is built on a combination of a long record of
working in a geographically defined community
and documented results. It is also a function of
its longtime, charismatic chief executive officer,
Geoffrey Canada, whose work roused amovement
in urban education before he stepped down (last
year) after over two decades of leadership. And a
large part of its brand rests on all the news stories,
Harvard case studies, profiles in magazines, and
media attention the organization attracts. Harlem
Children’s Zone has also been replicated in many
other locations around the world, giving the model
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Be patient about
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budget, and brand over
time. Realize that the
more success you have,
the more success you

will have.
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a level of confirmation that is surely the envy of
many other human service organizations. But
this took many years and was not the product of
short-term brand-management tactics. In the case
of Harlem Children’s Zone, there is a fair amount
of evidence that brand success and organizational
success are reasonably aligned.

One of the clearest examples of brands distort-
ing the market is the former Lance Armstrong Foun-
dation, which translated the fame of its founder into
enormous branding successes—from the rubber
bracelets bearing the word Livestrong to a suite
of products ranging from water bottles to cloth-
ing, all playing off the yellow jersey worn in the
Tour de France by the seven-time bicycle racing
champion. As tens of millions of dollars flowed in
during the early years, the foundation searched for
away to translate its focus on “survivorship” into an
actionable mission. In some ways, its wild branding
success made it a reverse nonprofit: loaded with
funding and searching for a mission instead of pos-
sessing a clear mission and searching for funding.

As money flowed into the foundation’s coffers as
aresult of its founder’s athletic triumphs, charisma,
and inspirational story of cancer survival, surface
financial success fed more perceptions of organi-
zational success. Of course, the entire pyramid of
branding collapsed spectacularly when Armstrong
confessed to being a cheater and liar. Donations
soon fell off a cliff, the name of the organization
was changed to the Livestrong Foundation, and the
search for a way to relegitimize the charity began
and continues to this day.

Rather than dream of a performance-driven non-
profit sector that does not exist or exists only
in a few foundation officers’ minds, nonprofits
would be better served to work hard on building
their brands to drive a consistent flow of small,
individual donations and increase earned income
from clients drawn to their organization’s well-
known and respected brands. While many of the
eight building blocks of strong brands seem hard
to control and shape, all nonprofits can take some

basic first steps toward building their brands:
e Get clear on mission and intended impact. Even
if proving impact is hard, there is absolutely no

excuse for not communicating intended impact
cleanly and clearly. A simple sentence that has
two parts will do the job best. The first half of
the sentence should set out the goal or impact
being sought, and the second half should lay
out the programmatic model being followed.
This sentence is not a flowery mission state-
ment but rather a simple description of the
impact that is being sought and the means to
that target.

Understand the different audiences to which

the nonprofit will speak over time. Talk to those
audiences so that you master how they think
and what message they will be most respon-
sive to hearing. Find ways to communicate the
intended impact consistently but in different
voices that fit the needs of different audiences.

Scan the funding and nonprofit community for
potential allies and partners. Think about why
some might care about your work and how you
might add value for others. Having something
to offer is the best way to start the conversation
about support and collaboration.

Invest serious time and money in a website
and collateral materials that truly communi-
cate what you want people to understand your
organization does, why it is different from other
organizations in the field, and why people
should care about the impact you are pursuing.
¢ Be patient about building your reputation,
budget, and brand over time. Realize that the
more success you have, the more success you
will have. The self-reinforcing cycle of brand
building and resource flow will eventually lift
your organization if you do good work and
communicate your message effectively.

None of these steps is rocket science; however,
few are easy to do—evidenced by the fact that few
nonprofits have powerful brands. While much of
the talk in the sector has been focused in recent
years on effectiveness and strategy, there is an
uncomfortable argument to be made that brand
management—not performance—is the over-

looked pathway to nonprofit growth and success.

To comment on this article, write to us at feedback
@npgmag,.org. Order reprints from http:/store.nonprofit
quarterly.org, using code 220303.
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NonproriT NicHE

and the Rise of the Single-Issue
Nonprofit News Site:

24 THE NONPROFIT QUARTERLY

Editors’ note: One of the features of the new news landscape is the single-issue news site organized as

a nonprafit. This is something of a response to market failure, and speaks to a need that is very much

the business of civil society. Increasing numbers of people see the trend as necessary for balancing and

n other ways improving coverage on important issues that should be—but often are not—well reported.

Some examples of such sites are The Trace (devoted to gun control), InsideClimate News, Kaiser

Health News, and the Mayrshall Project (devoted to America’s criminal justice system). These nonprofit

news sites tend to be initiated, capitalized, and/or founded by a single large funder. In the case of The

Trace, the funder is Michael Bloomberg; David Sassoon founded InsideClimate News; Kaiser Health

News was initiated by the Kaiser Family Foundation,; and Neil Barsky founded the Marshall Project.

Bill Keller, formerly of the New York Times, made the transition to nonprofit news around a year and

a half ago when he joined the Marshall Project—and in this interview with the Nonprofit Quarterly’s

editor in chief, Ruth McCambridge, Keller discusses the ideology around that effort. This conversation,

besides being an interesting description of an example of this new trend in journalism, addresses the

idea of “niche” or “gap” analysis—more simply put, the notion of figuring out “what is missing from

this picture” that might advance an effort. The electing of a niche is a high-level strategic act, and it

should be revisited often.

The Marshall Project is
one of a number of single-issue news sites that
have emerged over the last decade. Can you talk
about the idea of the single-issue site and why
one is needed for addressing criminal justice
at this point?

Bill Keller: Well, at the time that Neil Barsky
[the Marshall Project founder and chairman]
approached me, which was January of last year,
there were a number of things going on relative

to this issue. First, it was clear that the criminal
Jjustice system was failing to live up to its responsi-
bilities in a number of areas, starting with policing
and running the course right through the correc-
tions system. But a significant backlash was devel-
oping against current criminal justice policies, and
it was a surprisingly bipartisan or bi-ideological
backlash, even as media coverage of these issues
seemed to have deteriorated somewhat as a con-
sequence of the general trauma that the news
business is going through.
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To be more specific, a number of newspapers
that used to have teams of reporters devoted
to investigating the criminal justice system and
holding its institutions accountable had turned
their attention elsewhere, or downsized, or had
even gone out of business. So, criminal justice
seemed to be an area where, just when the need
was acute for strong journalism, journalism was
in remission.

In this context, Neil’s intention was to use
journalism to raise a sense of awareness and
urgency in the country about the shortcomings of
the criminal justice system. We're not advocates
and policy-makers; advocates are the ones who
drive actual change, legislation, executive orders,
etcetera; but journalism creates the environment
where policy-makers and advocates can do their
jobs, both by pointing them in the direction of
specific problems and by helping to arouse public
interest in the subject. In the eighteen to twenty
months since we first talked about it, I think there’s
been a surge of reinvigorated reporting, certainly
among a lot of the national news organizations—
the New York Times, the Washington Post, NPR,
some of the magazines (the Atlantic and the New
Yorker, for example, have devoted a lot more
resources)—and somewhat true of the major
metropolitan daily papers; and I'd like to think
that some of that is stimulated by what we’ve done.

Most of it, however, is the consequence of
news, starting with Trayvon Martin, then through
Ferguson, and on through this whole litany of
mostly black men dying in police custody. There’s
been areawakening of interest in this subject, and
a much stronger interest in reform.

People were, I think, surprised when you
chose to take on the Mavrshall Project. What was
it about this particular issue that caused you
to make this shift?

BK: The decision was based on a combination
of personal and environmental considerations.
I had been at the Times for thirty years and had
had every good job in the place, so I was ready to
think about a next chapter. When Neil brought it
up, I didn’t immediately say yes. We talked a lot
about his vision for the Marshall Project; and then
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Grover Norquist . ..
talks about how
conservatives were
against big government
but somehow gave a
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when you think about
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different order.
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government
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I realized that, as a columnist for the New York
Times, I had a job that allowed me to write about
anything I wanted to write about, so I decided
I'd write a couple of columns on criminal justice
issues. I found the subject gripping even just in
journalistic terms.

I was shocked by what I had discovered and I
also sensed that there was a moment when it was
possible that you could actually do some good by
shining a bright journalistic light on the subject.

Before that, in one of my columns toward the
end of 2013, I had vowed that I was going to stop
writing about Washington—where everything was
deadlocked and gridlocked and paralyzed—and
instead would focus my reporting on states and
local governments, where at least it was possible
to feel some ferment and change going on on a
whole range of subjects. So, I was feeling a sense of
frustration about the intractability of Washington,
and yet here there was actual bipartisanship.
This is the one issue where you have Rand Paul
cosponsoring legislation with Cory Booker and
the ACLU and the Koch Brothers collaborating on
conferences to reform the criminal justice system.
And, I thought this could be a time when a well-
focused, professional journalistic venture could
make a significant difference.

It’s been about forty years since the last
really magjor push was made on a national
basis around criminal justice issues in terms
of reform. And, despite the fact that the results of
policies have been pretty disastrous, the Repub-
lican Party has been using the issues as a politi-
cal football for years. Why do you think all of
a sudden we are seeing this coming together?

BK: I think there are two factors in particular at
play. One of them is that the crime rate is at or
near an historic low. So, in 1994, the year that
President Clinton signed his big crime bill—which
a lot of people see as the sort of epitome of the
tough on crime/lock them up and throw away
the key point of view at the time—37 percent of
Americans identified crime as the number one
issue. By 2012, it was 2 percent. So you've had a
whole generation that has grown up without the
kind of televised urban upheaval—without the

crack panic—and polls show that that generation
is more open to alternatives to locking people up.

And then along with that there’s been, I
think, a significant shift among Republicans.
Not all Republicans, and not on all issues, but
it’s something that has fascinated me from the
moment I began to do my immersion course in
criminal justice. This shift among Republicans has
a history of twenty-plus years. To oversimplify a
bit, it began with evangelicals preaching in prison.
The key figure there was Chuck Colson, who spent
time in prison himself for the crimes of Watergate.
A lot of the evangelicals that he organized to go
and preach in prison—to basically try to promote
rehabilitation through coming to Jesus—were
appalled by the conditions that they found there,
and by the fact that the prisons made no effort
to rehabilitate prisoners and just warehoused
them. So they deserve a lot of credit, I think, for
beginning to proselytize fixing the system among
conservatives. And they were joined by fiscal
conservatives, who saw a tremendous waste of
money and lives and human potential.

They, in turn, were joined by Libertarians and
small-government conservatives, who saw the
criminal justice system as the heavy hand of big
government. Grover Norquist, the antitax lobbyist
in Washington (who has been supporting some
criminal justice reforms for a number of years)
talks about how conservatives were against big
government but somehow gave a free pass to
corrections officers, policemen, and the military;
but when you think about it, those are really just
government bureaucracies of a different order.
In fact, they're government bureaucracies with
weapons.

Never a good thing.

BK: Right. So, Norquist makes the argument that
conservatives always criticize liberals for mea-
suring success in inputs instead of outputs. So,
is the school system in Massachusetts working
well? Well, sure it is, because we spend “X” bil-
lions of dollars and we hired all these teachers.
And he said when it came to the criminal justice
system, conservatives made exactly the same
mistake. They said, Well, of course we're doing
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everything we can to fight crime, we're hiring all
these policemen, we're building all these prisons.
But that’s just measuring the inputs—it doesn’t
measure the success.

And then you add to that good government
policy wonks—and Newt Gingrich is the classic
example. He got on board early, because he looked
at the recidivism rates and said that this is a system
that is not succeeding if we let people out—and we
do let out 90-something percent of the people who
are in prison—and within a few years they’re back
again. There’s something wrong here.

So, all of those groups kind of came together,
and there were what I guess you would call
“demonstration projects.” The state of Texas,
when Rick Perry was governor, tried creating some
alternatives to imprisonment—drug counseling,
diversion of the mentally ill to the healthcare
system instead of the corrections system—and
they managed to close down three prisons. And
then the conservatives could go to other states
that were wary of this kind of reformist talk and
say, Look, there’s no redder state than Texas, and
Rick Perry did this and managed to get reelected.
So, it’s politically safe.

One reason that the shift among conservatives
is particularly important, I think, is that liberal
politicians have been really gun shy. Even while
there have been plenty of liberal advocacy groups
that have been arguing for reducing incarceration
rates (even in the midst of difficult political
environments) and making it easier for indigent
clients to get a good defense and all of these other
issues, liberal politicians were just scared to death
that they would be “Willie Hortoned”—pilloried in
their reelection campaigns for being soft on crime.

This is why you had Bill Clinton supporting
the crime bill in '94, and there are lots of other
examples of iconic liberal figures who were just
too timid to be out front on issues of criminal

justice reform.
Just how vulnerable do you think this new
impulse is to a really serious Willie Horton

moment or two?

BK:Idon’t know. It’s certainly something that a lot
of the advocates of these changes worry about. I
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was talking recently to somebody who works on
these issues—it was after those two convicted
killers escaped from the prison in upstate New
York. And during the period when they were on
the loose, a lot of advocates were sitting on the
edges of their seats, nervous about the possibil-
ity that these guys would commit some horrible
atrocity that would set back the cause of reform
for years. I've talked to others who think that the
national mood is such that it would take more
than one or two bad episodes to kill off the reform
movement. [ don’t know, we will see. I mean, there
will inevitably be such episodes, and to some
extent it depends on how eager politicians are to
exploit them.

But there are other ways that this bubble could
burst. I can imagine, for example, Congress passing
a piece of legislation that’s pretty much watered
down to nothing—with only a few elements of
comprehensive criminal justice reform—and then
declaring “mission accomplished” and moving on
to other things, and the movement sort of loses
momentum. As a nation, we sometimes tend to
have a short attention span.

As you said, there was a huge momentum
Jfor at least police reform coming out of Ferguson
and other incidents—all of which have been hap-
pening all along but at this point get highlighted
Jfor some reason. But how do you think this kind
of movement to reform the criminal justice
system will deal with the questions involving
race and poverty that are inherent in the crimi-
nal justice system? Or will it just kind of steer
clear of that?

BK: That’s a really interesting question, because
the criminal justice system is so suffused with
questions of race. You know, 40 percent of the
2.2 million Americans who are in prisons or jails
are African American, roughly, and I think another
19 percent are Latino. Race is at the heart of some
of the literature that has helped build this move-
ment, most noticeably Michelle Alexander’s The
New Jim Crow, but also Bryan Stevenson’s recent
book [Just Mercy].

It’s very hard to talk about these issues
without acknowledging the disparities of the

I canimagine...
Congress passing a
piece of legislation
that’s pretty much
watered down to
nothing—with only
afew elements of
comprehensive criminal
justice reform—

and then declaring
“mission accomplished”
and moving on to

other things.
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consequences for minorities and the poor. They're
not only the source of the criminals; they're the
source of the victims. I mean, it’s the poorest com-
munities that tend to be the most victimized by
crime—and they’re the ones that get torn apart
when such a large percentage of the young men
are locked up. And they're the ones that pay the
price for our lack of rehabilitation, so that young
men go into prison, do their time, and if they
learn anything it’s likely to be about the brutality
of life. They're given those skills and then they're
dropped back into the same communities they
came from, which just exacerbates the problem.
So, it’s a sort of vicious cycle.

The racial aspect of it makes the conservatives
who are embracing these issues pretty uncomfort-
able. The people that I know on the right who
advocate criminal justice reforms will say that
obviously this is important to do because it dis-
proportionately harms communities of color; but
they don’t want to talk about racism as a factor in
the creation of the problem. They tend to think
that it’s just divisive and alienating to say that
we're all a bunch of racists because we did this.
“Let’s leave motives aside.” We hear that a lot from

conservatives.

Over the past couple of weeks, there has
been a resurfacing of discussions of bail and
the unfairness of bail systems. Are we going to
Just cycle through the probably dozens of dif-
ferent aspects of bad policies in the criminal
Justice system and somehow wind up at some
point with a set of policies that will be pushed
at the federal level? Or, is the action going to
take place more at the state level and then filter
up? How do you imagine this really rolling out?

BK: I should probably preface this by saying I
don’t really know because I don’t have a crystal
ball—but my guess is that there will be a push
between now and the end of the year at the federal
level to do something. It would mostly have to
do with lowering mandatory minimum sentences
for nonviolent offenders, particularly in the area
of drugs. It may or may not pass, but there will
be a concerted effort, and it will be discussed in
the presidential campaign more than anybody

might have anticipated a year ago. But whether
or not the federal government enacts meaning-
ful change, the states are going to continue to be
laboratories for different ways of approaching
these problems—and something like 90 percent
of the incarcerated population is in state prisons
and county jails. And there you have the cycle
youreferred to. The cycle of bad policies is being
challenged by a cycle of the reform experiments.
Places like the Vera Institute and the Pew Charita-
ble Trusts are funding and staffing reform efforts
in states and counties.

On the question of bail, by the way . . . one of our
reporters has just been down in Kentucky, which
basically did away with private cash bail—the bail
industry—and has tried to use risk-assessment
tools and alternatives to curtail the practice of
basically locking people up because they are too
poor to pay bail, except in cases where somebody
seems to represent a threat. She’s just back, and
she will write up that experiment, but I think
the general conclusion will be that while the
results aren’t perfect, there does seem to be a
reduction of that problem of essentially creating
debtors’ prisons. So, while much of our work at
the Marshall Project has to do with pointing out
things that are egregiously wrong with the system,
we've tried to focus a light, too, on places where
people are doing something different that seems
to be working.

During the '70s, I was very active in these
issues, and there was a lot of laboratory stuff
going on. The whole deinstitutionalization
movement got traction and then pretty much
blew itself out through lack of investment in
alternatives. To what extent are we going to be
able to understand what it's going to take on the
other side even if we are successful in depopulat-
ing the prisons and pulling people out who, for
instance, have mental health issues? To what
extent are we going to be able to answer the need
that emerges from all of that?

BK: Well, I think you put your finger on the biggest
single question about whether this moment turns
into a movement or just bursts, and I don’t think
we know the answer to that yet. I mean, people
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are, I think, generally aware that the alternatives
to prison aren't free.

Joan Petersilia at Stanford Law School, who’s
somebody I and other reporters here talk to from
time to time, uses that very example of Kennedy’s
deinstitutionalization program for closing down
the warehouses of the mentally ill and sending
people to their communities where they could
get more humane, sympathetic treatment. But
they didn’t provide enough funding to build the
places that were supposed to take them under
their wing in the local communities. And to some
extent you're getting a whiff of that happening in
California. California is about five years ahead of
the other states, because they're under a Supreme
Court order to reduce prison overcrowding, and
they have reduced their state prison populations
by something like 25 percent. But a number of the
advocates at the county level say that there hasn’t
been enough of the money needed to provide the
alternatives.

There’s definitely been some investment in
mental health centers and drug addiction pro-
grams, but the question is whether there’s enough.
It’s the question that I always ask the conservatives
particularly, because a lot of them are drawn to
this issue as the prison system costs so much. I
always ask, Are you going to find a constituency
that’s willing to spend the money to do the alterna-
tives? And, they're aware. In November [2014], Cal-
ifornia passed Proposition 47, which reduced a lot
of crimes—especially low-level drug crimes and
shoplifting, and things like that—from felonies to
misdemeanors; and that bill included a provision
that a significant percentage of any savings that
resulted from reduced prison populations had to
be funneled into alternative corrections programs.

So everybody is more or less aware of the
mistakes that happened when they shut down
those warehouses for the mentally ill, and that
the mistake should not be repeated; but whether
they’ll actually have the fortitude to [fund the
alternatives] is an open question.

In a way, it's frightening, because you want
the advocates to be discussing these things well
ahead of time so that people don’t back off and
say, I didn’t know it meant that!
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BK: Well, I don’t want to sound like a Pollyanna—I
do see the potential failure of this undertaking.
But one other thing that is encouraging is that a
lot of philanthropy is being pumped into reform
efforts of both the advocacy groups and the local
governments that are experimenting with new
ways of doing things. The Marshall Project has
been the beneficiary of this sort of new awareness
(or keener awareness) on the part of foundations
and individual philanthropists that it’'s going to
take a sustained effort to make change—it’s not
going to happen overnight.

Which philanthropic institutions do you see
really stepping forward at this point?

BK: Ford, MacArthur, the Arnold Foundation, and
anumber of others.

The Arnold Foundation is regarded as rela-
tively conservative. . . .
BK: Yes, relatively conservative . . . run by a
husband-and-wife team who make their own
decisions. The head of their New York office is
a former attorney general of the State of New
Jersey, who's extremely knowledgeable on things
like risk-assessment tools. So, I've had some first-
hand experience of their expertise and the way
they’ve chosen to spend their money, and they’re
pretty impressive.

But you know, I guess my biggest fear is that
this moment will come and go—that it will be a
moment, and not a sustained effort; that we will
be distracted by some other bright shiny object,
and that the air will go out of the balloon. This is
going to sound hopelessly promotional, but it's
why, I think, you need a place like the Marshall
Project. I'm sure places like the Vera Institute and
the Innocence Project will stick with this issue
whether the public is clamoring for it or not, but
they stand a much better chance of accomplishing
something if the public has this subject on their
minds—which is where journalism comes in.

To comment on this article, write to us at feedback
@npgmag.org. Orderreprints from http:/store.nonprofit
quarterly.org, using code 220304.

I don’t want to sound
like a Pollyanna—I do
see the potential failure
of this undertaking. But
one other thing that is
encouraging is that a lot
of philanthropy is being
pumped into reform
efforts of both the
advocacy groups and
the local governments
that are experimenting
with new ways of

doing things.
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City government is But what makes ~ Stop assuming that
generally more for success for nonprofit means
open and accessible itizen groups! nonpolitical,
t0 advocacy generate your own
organizations than research to offer
its state strapped city
counterpart. councils, and stay in
the game for the
long haul.

OR CITIZEN ACTIVISTS AT THE LOCAL LEVEL,
today’s political landscape may seem
daunting, if not downright intimidating.
There are a number of trends that seem-

ingly run against the interests of local community

and neighborhood groups. In the post—Citizens

United era, the sums being spent in the politi-

cal world stagger the imagination. Corporate

political power has never appeared greater. Par-
tisanship has turned politics—never a polite exer-
cise—into something akin to warfare. Modern

JEFFREY M. BERRY is the John Richard Skuse Professor
of Political Science at Tufts University. He is author of
A Voice for Nonprofits (with David Arons). Follow Berry
at @JeffreyMBerry.

political campaigns now rely strongly on sophis-
ticated database management, in turn facilitating
scientifically targeted appeals to narrow slices
of the population. Finally, fiscal stress at every
level of our federal system makes it difficult to
move policy in new directions, even if there is
widespread agreement on the need for a new
approach. To paraphrase Dickens, it may just be
the worst of times.

Yet, for those working in city politics, there
is reason for optimism. Yes, cities are feeling
plenty of fiscal stress, but the other trends are
not as evident in cities as they are at the state and
national levels. Urban advocacy does not depend
on large-scale spending or overcoming deep par-
tisanship or using sophisticated Internet data
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Beyond the modest
requirements of
organizing is the
openness of city
government. City
agencies and city
councils are highly
accessible and
responsive to meeting
with serious advocates
representing a
geographical or

issue constituency.
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gathering. Old-fashioned door-to-door organizing
still works, and research has demonstrated that
there are clear attributes of successful but low-
cost nonprofit advocacy. Indeed, for activists at
the city level, it might actually be the best of times.

Open Cities
Urban advocacy stands apart from Washington
politics for a variety of reasons. Most broadly,
think of what economists call “barriers to entry.”
A new business trying to enter a market may face
obstacles that must be overcome before it can
compete. Some barriers to entry can be prohibi-
tive—think of the jetliner industry. The capital
requirements to sustain a new airline manufac-
turer while it designs and builds aircraft and
before sales can be generated make starting such
abusiness afool’s errand. For investors, it is better
to concede the business to Boeing, Airbus, and the
few others in the industry, and use their capital
to enter a market with lower entry requirements.

Starting a new, nationally oriented advocacy
group with an office in Washington, DC, doesn’t
face quite the barrier that a new plane manufac-
turer would confront, but it is a crowded market.
What policy area doesn’t have a surfeit of orga-
nizations already pleading their case before
Congress and administrative agencies there? It
is different in the case of urban- or neighbor-
hood-oriented advocacy groups. The barriers to
entry for urban groups are quite low, and even
just a modest level of organization and political
savvy can yield a substantial payoff.! Compared
to Washington or even statehouses, the capital
requirements are negligible. No fancy office like
those on K Street or Capitol Hill is necessary;
new groups don’t need to hire high-priced lob-
byists, and there’s no need for an advertising
budget. The citizen groups and neighborhood
associations that are involved in urban policy-
making are typically run by volunteers working
out of someone’s home or from a cheap store-
front. Even broader civic associations or public—
private partnerships that encompass citizen
group stakeholders are inexpensive to maintain,
because they are often given free office space by
a member company or law firm.

Beyond the modest requirements of organizing

is the openness of city government. City agen-
cies and city councils are highly accessible and
responsive to meeting with serious advocates rep-
resenting a geographical or issue constituency.
With Texas A&M political scientist Kent Portney,
I surveyed administrators, city councillors, and
interest group leaders in fifty large American
cities. One of the questions for city councillors
listed seven different types of advocacy organiza-
tions, and each councillor was asked which ones
they had had contact with “over the last month or
s0.” Neighborhood associations were most often
noted, with over half of city councillors indicat-
ing contact with one or more over the previous
month. Business groups, always important in city
politics, finished behind neighborhood groups but
ahead of a general category of nonprofit organiza-
tions (see below).

City Councillor Contact with Advocacy Groups (Past Month)?

Neighborhood | Business Nonprofit
Associations Groups Organizations
Had contact
over past 56.8 421 28.6
month
No contact 43.2 57.9 714
Total 100% 100% 100%

This pattern was no anomaly. Representatives
of all the different types of advocacy groups were
asked what happened when they called an official
at city hall: How likely was it “that you'll either
get through to that person or that your call will
be returned?” For representatives of nonprofits,
the likelihood that a call would almost always or
usually be returned was 95 percent. The figure
was about the same for business leaders, and
only modestly lower for neighborhood associa-
tions (82 percent). By any standard, this is an
impressive level of access to policy-makers. In
an alternative test, we asked how often govern-
ment approaches advocacy groups rather than
the other way around. Those results show that
while business scores highest on this measure
of government-initiated contact, nonprofits and
neighborhood associations score well, too.?

All of this begs the question, Why is it that
local government is so porous, so open to talking
to citizen groups? We know from research on
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Washington politics that this isn’t the norm: there,
a high proportion of interest groups struggle to
gain meaningful access to policy-makers.*

One fundamental difference is that local gov-
ernment is much weaker than state or national
government, as the resources of the institutions
themselves (city agencies, the city council)
are modest. Moreover, local government tends
not to be controlled by parties or regimes. In
Los Angeles, for example, there is nothing close to
aregime in power. The city is splintered into a vast
array of neighborhoods and ethnic constituencies.
Bill de Blasio is mayor of New York City, but there
is no de Blasio political machine to be feared and
no dominant de Blasio bloc on the city council.
Instead, ad hoc alliances and case-by-case coali-
tions are common in cities large and small.?

Local governments are eager to enlist partners
who can help aggregate the resources to move
initiatives forward. One study of Chattanooga’s
ambitious set of policies aimed at promoting
environmental sustainability concluded, “Virtu-
ally none of the activities associated with sus-
tainability in Chattanooga have been directed,
administered, or spearheaded by a city agency of
any sort.” Instead, this push came from the local
Chamber of Commerce, Chattanooga Neighbor-
hood Enterprise, RiverValley Partners, and many
other local organizations. Together, these busi-
ness and environmental groups pushed programs
forward as they tried to reenvision the city and
reignite a stagnant local economy.

Social scientists used to conceive of cities as
dominated by downtown businesses that worked
with the mayor to govern the municipality. This
big business—mayor alliance was powerful, and,
conversely, neighborhoods were weak. But the
nature of central city economies has evolved,
and dramatically so: Large-scale manufacturing
has largely left cities; new industries that have
emerged, such as computers, communications,
and biotech, largely prefer the suburbs; and
globalization and technology have changed the
literal footprint of business enterprise in the
United States. In Boston, for example, large
banks used to be dominant players in city gov-
ernment, with six Boston-based banks members
of a semi-secret body of mayoral advisors.” Today,
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there isn’t a single large-scale bank headquar-
tered in Boston, and no bank occupies a central
role in leadership of the city. The behemoth that
swallowed up many of the other large Boston-
based banks, Bank of America, is headquartered
in North Carolina and has shown no interest in
Boston or Massachusetts politics.

Demographic change in the American city has
been even more striking. Majority-minority cities
are common today, and the minority population is
often a rainbow of different ethnicities. Not sur-
prisingly, the mayors and city councillors who are
elected by such voting constituencies frequently
mirror those racial and ethnic patterns. The
geographic concentration of minorities in many
neighborhoods within a city further empowers
such communities. New city councillors often
arise out of neighborhood groups, using their
growing name recognition and networking oppor-
tunities to move up the political ladder. In recent
years, another demographic change that has
emerged is the increasing number of white pro-
fessionals moving to cities—into new real estate
developments in central downtown districts as

well as traditional residential neighborhoods.?

What Works?
Although the structural and demographic charac-
teristics of modern American cities offer opportu-
nities for citizen advocacy, there is no assurance
that such advocacy will manifest itself. Moreover,
even if organizations do materialize to represent
citywide or neighborhood interests, there is no
guarantee that they will be effective. Business is
still present in the city, albeit of a more modest
profile, and cities still hunger for new business
development and the new jobs and taxes it will
create. Land use is the issue area most likely to
catalyze business advocacy, and the stakes are
high when major real estate development projects
are proposed.

Every situation has unique circumstances, but
a growing body of research points toward clear
correlates of success for citizen groups. The first
step is straightforward, but one that leaders are
often hesitant to take: organizing with an overtly
political predisposition. Citizen groups that
populate neighborhoods and represent city-level

Every situation has
unique circumstances,
but a growing body of
research points toward
clear correlates of
success for citizen
groups. The first step is
straightforward, but
one that leaders are
often hesitant to take:
organizing with an
overtly political

predisposition.
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constituencies are almost all nonprofits, and some
adopt the mindset that nonprofit means nonpoliti-
cal. An unfortunate misconception is that nonprof-
its are not allowed to lobby, and, if they do, will
get into trouble with the IRS. It is perfectly legal
for nonprofits to engage in lobbying legislators or
administrators at any level of government; sadly,
however, a survey of nonprofit leaders showed
that a large proportion believe that it is not.?

One real restriction on nonprofits holding
501(c)(3) status is that they may not donate
campaign funds nor endorse candidates. But
even in the case of 501(c)(3)s, there are ways of
demonstrating support for favored mayoralty or
city council candidates without actually formally
endorsing them.! Candidates can be invited to
meetings, given space in paper or electronic news-
letters, and spoken of favorably in internal com-
munications. Nonprofit leaders can become active
in campaigns as long as they indicate in some
formal way that they are not acting on behalf of
their employer. As individuals, they can donate to
candidates and even host a fundraiser.

At the very base of organizational efficacy,
then, is establishing an orientation toward aggres-
sive advocacy—a need to fix lobbying as a goal.
Jennifer Mosley notes that “the decision to be
involved in advocacy comes down to one or two
individual leaders in an organization.” Too often,
she warns, leaders believe “that advocacy is
outside of the organization’s mission” or “[do] not
believe advocacy will have meaningful benefits.”!!
But this is counterproductive. To be effective in
the policy-making arena means leaders must steer
their organizations toward advocacy by convinc-
ing staff, volunteers, and board members that this
is a priority.

Optimally, advocacy is coupled with more
than strong expressions of preference. Beyond
political support, what city councillors and
agency officials find most helpful is research that
bolsters their own work. In a study of 1,738 non-
profits, David Arons and I tried to determine the
foundations of advocacy success. We found that
the strongest indicator is a nonprofit's research
capacity. Those organizations that generated real
research of their own were the most likely to be
contacted by government officials.'?

This may seem to indicate that if local advo-
cacy groups are to maximize their effectiveness,
they need to hire PhDs or other skilled research-
ers. Financially, this is beyond the reach of the
vast majority of urban nonprofits. Nevertheless,
advocacy groups staffed by volunteers contribut-
ing their time can still develop valuable research.
In cities, a large proportion of all issues—such
as economic development projects, rebuilding
schools, or siting new facilities—involve one spe-
cific neighborhood. Neighborhood groups can
find real experts (engineers, architects, college
professors, librarians, planners, local historians,
etc.) within their home turf. Moreover, city agen-
cies are often strapped, with insufficient person-
nel to fully staff their own initiatives, and city
councils are not like Congress, with its enormous
staffing capacity. If you have something of sub-
stance to offer, people in government may ask
for it!

Success also derives from staying in the game,
because issues often take years to reach some sort
of resolution. This is especially true of project plan-
ning around real estate development, transporta-
tion projects, and new public works. The roles
of citizen groups and neighborhood associations
are helped by formal regulatory requirements for
citizen participation that derive from federal, state,
and local laws." This process is brought to life in
Susan Ostrander’s book Citizenship and Gover-
nance in a Changing City, on politics in Somer-
ville, a city near Boston. She traces how citizen
groups provided representation for neighborhood
residents as the city slowly moved through its pro-
cesses to consensus over redevelopment and mass
transit issues. Groups did not find their voice right
away but did succeed over time.* As government
officials try to “get to yes” with stakeholders, long-
term collaborators with real expertise are the ideal
negotiating partners.

Impact

Ultimately, the bottom line for determining what
works in advocacy is impact on policy decisions.
The evidence here is strong. My own work with
Kent Portney, referenced earlier, systematically
examined the impact of environmental advo-
cacy on city government. For each of fifty cities
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studied, we had measures of policies and pro-
grams across thirty-eight areas relating to sustain-
ability. Examples include industrial recycling, tax
incentives for environmentally sensitive develop-
ment, bike lanes, and brownfield remediation.
The scores for sustainability efforts in each city
were then linked to the level of advocacy, and the
resulting measures showed a very strong positive
relationship. In straightforward terms, the more
citizen group advocacy was incorporated into the
policy-making process, the more commitment the
city showed to sustainability and environmental
protection.’

Research that is more qualitative in nature is
convincing, as well. To cite just one work, econ-
omist Joan Fitzgerald found citizen groups and
neighborhood associations highly influential in
transit-oriented development, urban economic
revitalization, and sustainability policy. For
example, neighborhood organizations in Los
Angeles and Long Beach took the initiative to
reduce pollution at the large ports there. Even-
tually, they allied with the Natural Resources
Defense Council, and in turn formed part of the
Coalition for Clean and Safe Ports. Fitzgerald con-
cluded that this advocacy “has been instrumental
not only in cleaning the ports but in improving the
quality of jobs for port workers.”!¢

At the same time, success for citizen advocacy
is difficult to define in precise terms, because it
typically involves compromise. To sit at the bar-
gaining table is to enter into a set of expectations
as to openness to compromise. Yet, depending
on the context, compromise may mean playing
defense to the other side’s initiative. For a variety
of reasons—not the least of which is a constant
need to expand their tax base—cities have a
bias toward development. This can entail tough
choices. A Boston developer purchased a dilapi-
dated building that used to be home to the Dainty
Dot Hosiery factory. The builder planned to tear
the building down and replace it with a high-rise
containing 180 condominiums. The building sat
on the edge of the city’s Chinatown, a small neigh-
borhood characterized by modest buildings and
hemmed in by an increasingly robust downtown
business district. It is also home to a surprising
number of neighborhood groups—Chinatown
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Main Street, the Chinatown Neighborhood Asso-
ciation, and the Chinese Consolidated Benevolent
Association, to name a few. In a deal brokered by
the mayor’s office, these citizen groups and the
developer agreed to reduce the size of the build-
ing to 147 units (and make it 75 feet shorter); and,
per the initial plan, 47 units of affordable housing
would be constructed at another site.!” Was this
a victory for the neighborhood groups? On one
level, yes, because the developer compromised
by reducing the building’s size; but on another,
no, because the new building could only result
in raising the underlying value of adjacent land,
making it that much more difficult for the Chinese
restaurants and grocery stores to survive over
the long term.

Yet the bias toward development sometimes
plays to the advantage of neighborhood groups.
Efforts to revitalize the urban core often revolve
around new amenities designed to attract young
professionals away from adjoining suburbs. Rel-
evant projects may involve light rail, transit-ori-
ented development, innovation districts, newly
designed “green” buildings, parks and recreation
facilities, and an increased array of restaurants
and entertainment venues. Researchers link such
endeavors to city-level economic growth, adding
to the incentives for cities to move in this direc-
tion.!® These initiatives create real leverage for
neighborhood groups, as both business and gov-
ernment leaders need citizen support for moving
forward with projects that may be costly, disrup-
tive, and controversial.

This portrait of success is one tied to conven-
tional politics. Saul Alinsky may be a source of
inspiration for some neighborhood activists, but
protest-oriented activity is difficult to sustain.
Absent a level of outrage that can support a
local movement for an extended period, the best
strategy for a group is to be seen as a long-term
collaborator on which city officials and business
leaders can rely for accurate information.

Policy-making is complex, with many differ-
ent actors participating in what is often a long
and drawn-out process. Evaluating the precise
impact of advocacy on a particular issue is dif-
ficult, but research is convincing as to what gen-
erally works. What we know is that to maximize

Absent a level of outrage
that can support alocal
movement for an
extended period, the
best strategy for a group
is to be seen as a long-
term collaborator on
which city officials and
business leaders can rely

for accurate information.
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effectiveness, nonprofit leaders should make
choices that (1) commit resources to lobby-
ing; (2) build an internal research capacity; and
(3) ensure that the organization participates on
an ongoing basis in mandated citizen participa-
tion programs. It’s reasonable to expect that such
commitments will lead to increased access to
government, respect of the private sector, and a
seat at the bargaining table.
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advancing knowledge
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rather than necessarily
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by Ruth McCambridge

Editors’ note: Stephen Gaetz, a professor in York University’s faculty of Education, director of the
Canadian Observatory on Homelessness and of the Homeless Hub, and president of Raising the Roqf, is
at the forefront globally of research on homelessness and mobilization of that research to effect change
at the level of public policy. His most recent publications are A Safe and Decent Place to Live: Towards
a Housing First Framework for Youth and Coming of Age: Reimagining the Response to Youth Homeless-
ness in Canada (both 2014).

Pathways to Housing was formed in 1992 under the principles of the “Housing First” approach,
mnovated by founder Sam Tsemberis, at the time a professor of psychiatry at New York University,
whose work around solving chronic homelessness began in New York in the early nineties and since
then has become a model that is replicated globally. The Housing First model is based on a core set of
principles: (1) Move people into housing directly from streets and shelters without preconditions of
treatment acceptance or compliance; (2) The provider is obligated to bring robust support services to the
housing. These services are predicated on assertive engagement, not coercion; (3) Continued tenancy
is not dependent on participation in services; (4) Units [are] targeted to most disabled and vulnerable
homeless members of the community; (5) Embraces harm-reduction approach to addictions rather
than mandating abstinence. At the same time, the provider must be prepared to support resident com-
mitment to recovery; (6) Residents must have leases and tenant protections under the law,; (7) Can be
implemented as either a project-based or scattered-site model.!

While there are critics who argue that the model rewards bad behavior (housing is provided for
addicts without the usual preconditions demanded by other programs, such as, Kick the addiction first,
then you get a home) the radically simple approach

in chief.

Rutn McCAMBRIDGE is the Nonprofit Quarterly’s editor has, according to advocates, been incredibly effec-

tive with those who are most chronically homeless.
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“Housing First is one of
the models I think we
can legitimately call a
‘best practice’ now,
because over the years
the evidence has
accumulated across sites
and involved different

types of research.”
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TEPHEN GAETZ CALLS HIMSELF AN ENGAGED

scholar, which means that he sees himself

as an agent for change, having an impact

on both policy and practice. Gaetz is well
known for his work in Canada on Housing First,
the homelessness program that has proven itself
to be extraordinarily effective with—predomi-
nantly—single homeless men in the United States,
Europe, and Canada. His work focuses less on
the level of outcomes and more on looking at the
processes of applying the model in various com-
munities—or, as he puts it, “How you get from the
concepts to the actual implementation, and what
happens in between.”

Gaetz has embedded himself in the field, doing
a lot of collaborative work with communities,
national and regional organizations, and all levels
of government. For instance, the Canadian Obser-
vatory on Homelessness is currently working with
the At Home/Chez Soi team (the world’s largest
research project on Housing First) to develop
evidence-based assessment tools for communities
engaged in the Housing First approach. In an area
where private consultants’ products dominate,
the goal is to connect researchers with the users
of research in the nonprofit sector and in govern-
ment in order to help provide communities with
options that are reliable and evidence based. So,
as he summed it up, “like the applied side of the
research across Canada. That'’s it.”

But that is a lot. Getting an effective program
proven, recognized, replicated properly, and
then written into policy in such a way that
funding becomes available is no small feat.
“There were clearly Housing First-like pro-
grams in existence before it became a popular
concept,” says Gaetz, “but between Pathways
in New York and then some work in LA in the
'90s, it started to get traction and a name. The
good news is that someone like Sam Tsemberis
[the psychiatrist credited with firmly establish-
ing the concept] thinks very conceptually, so the
model was not simply a description of the clini-
cal side of the work but—perhaps even more
important—Ilaid out the key core principles that
underlie the work.”

In addition, the effort to establish an evidence
base for the work started early. Gaetz described

the attention to research as key to the program,
because “the reality is that policy and practice
aren’t always driven by evidence. So, Housing
First is one of the models I think we can legiti-
mately call a ‘best practice’ now, because over the
years the evidence has accumulated across sites
and involved different types of research.”

But according to Gaetz, being a good idea that
is well proven and has effective spokespeople is
not enough. “It also aligned with a number of other
things going on in the early part of the turn of the
century. You had a convergence of things happen-
ing politically that aligned with the model. You had
this evidence base for a very significant conceptual
paradigm shift in how to respond to homelessness.
And you had the ten-year plan idea emerge. These
began to be supported by the nonprofit advocacy
sector, which had some effective spokespeople—
the National Alliance to End Homelessness taking
the lead—and then also at the government level
through the United States Interagency Council on
Homelessness. These thought leaders were suc-
cessful in conveying to communities and local gov-
ernment that we can and must do things differently.

“And this might sound odd coming from me,”
Gaetz continued, “but style is important. Can you
grab and keep an audience? It’s funny, but in our
sector we always say, Ohhhh, tsk-tsk, too showy!
But it’s important, and that is something that I've
had to learn.”

Presentation is important, says Gaetz, because
“even if people hate the present, they tend to hate
change more. You have to grab people. So, you
have people, you have the idea, you had the con-
ceptual shift that was tied to ten-year plans, you
had support within government and outside, you
had infrastructure in place to spread the ideas—
and then come the funders in force.”

But that certainly was not a time to rest,
because that convergence point that advocates
long for carries its own set of problems. “I think it’s
important to realize that when something becomes
well known and popular—when it becomes official
policy and something funders want to do—that’s a
good thing, but it's also dangerous, because com-
munities may feel that they need to implement the
idea but may do it very poorly because they do not
understand or care about the design.”
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And, as with every such policy, there are unin-
tended consequences that should be—but often
are not—watched closely. Gaetz believes that in
the case of Housing First, the consequence of sin-
gularly prioritizing chronically homeless people
with high-acuity mental health and addiction
issues, while a laudable goal, also resulted in not
sufficiently attending to the whole array of issues
fueling the problem—in other words, prevention.
“To me, this selectiveness comes from the politics
of scarcity in the United States—you know, we
only have this much money—and I think that the
consequences of that are very negative, and I'm
wary of when we say we have to do this first.
And the metaphor that gets used—and gets used
up here [in Canada), too—is that it’s like an emer-
gency room: we triage and prioritize people who
are close to dying. But you would never, ever build
a whole healthcare system around what happens
in the emergency room.”

And the metaphor, he says, is false, in that it
limits the response to homelessness to one pri-
ority group, thus excluding much-needed focus
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on other populations. Housing First has primar-
ily been proven successful with single adult men,
“but how do we deal with homelessness among
adult women fleeing violence, who are often not
necessarily visible because of safety issues but are
nonetheless important?,” he asks. “How do we deal
with youth who are maybe too young to be consid-
ered chronically homeless? It's hard to be home-
less for twenty years when you're sixteen! So, that
kind of thing. What I'm saying is, we need a ‘solu-
tions to homelessness 2.0’ that still keeps Housing
First central, that recognizes the importance of
prioritizing chronically homeless people—but as
one priority—and that also focuses on the needs
of other subpopulations and works on addressing
the flow of people into homelessness. Because, in
away, we've talked ourselves into a trap, I think, by
overpromising that if we do ten-year plans—if we
simply prioritize chronically homeless people—we
will solve homelessness.”

You need to do three things to address home-
lessness, says Gaetz: “You've got to prevent it
from happening in the first place, number one.

Adobe Reader
Required

2010 -2014
Archive
Collection

“[lln a way, we've talked
ourselvesinto a trap, |
think, by overpromising
that if we do ten-year
plans—if we simply
prioritize chronically
homeless people—we

”

will solve homelessness.

Purchased individually, this
collection would cost over $359.

NPQ's sale price is

$99.00

More than 50% in savings!

Each edition delivers

rigorous, research-based
articles on management
and governance for
nonprofits, covering
iIssues related to the daily
operating environment of
nonprofits such as public
policy, financial

management, and

philanthropy.

THE NONPROFIT QUARTERLY 41


www.npqmag.org

“Alot of people

I know will complain
that you can’t reduce
homelessness toa
dollars and cents thing,
but my argument is,
You know what? In

your arsenal of tools,
use whatever works

and is really good.”
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You're going to need a crisis response (because
no matter how good your prevention is, bad things
will happen), number two. And, number three,
you've got to move people out of homelessness
with the supports that they need. And for the
longest time, we were stuck on that middle part.
That’s where investment is, and I would argue it’s
still in many ways largely there.”

Asked about the rather phenomenal volume of
research associated with Housing First as com-
pared with other approaches and interventions,
Gaetz replied that the historical lack of a strong
link between research, policy, and practice in the
homelessness sector may in part be due to alack of
interest among funders but may also reflect a kind
of anti-intellectualism about the role of research
in decision making. “When I worked in the sector,
there were always people who said, ‘We don’t need
research—we know what the problem is, we know
what the solution is.” And I always tell people we're
generally at least partially wrong on all three of
those. But maybe the reason that Housing First
has been so researched is very directly because
it emerged out of a mental health and addictions
space, where there are not only substantial funding
differences but also an inherent interest in research.
If Sam Tsemberis had been a social worker in Idaho
doing Housing First, things may not have evolved in
the same way—but he’s a researcher. My point is,
the intervention emerged out of the mental health
sector, not the social work sector, even though there
are strong social work components. And again, most
of the homelessness work, if up to social workers,
would mostly be situated not in that space but in a
more social work/charitable model context.”

But some of the research about the model
that received the highest profile was on cost
savings, meaning the idea that if formerly chron-
ically homeless people were off the street and
had resources to pull from, they would pull less
from expensive crisis-service budgets. “I think
it’s what we would call ‘symbolic’ or ‘strategic’
use of research. For some decision makers, that’s
what they want to listen to. And rhetorically, what
a brilliant (and true) point to be able to make.
Because the ‘something different’ that we are
asking you to do may be counterintuitive, but it
works. Not only does it work, it saves money.”

Of course, acknowledges Gaetz—understanding
the complexity of how in-government cost offsets
really work—this doesn’t mean that when you
house somebody and they use less of or become
less involved with the legal system, or use health
services less, the government then reduces its
health budget or its corrections budget. But it does
mean that those institutions can do different things.

“Alot of people I know will complain that you
can’t reduce homelessness to a dollars and cents
thing, but my argument is, You know what? In
your arsenal of tools, use whatever works and is
really good. And the At Home/Chez Soi project
in Canada has, I think, done the best work on
that whole issue of cost offsets that’s ever been
done—the most sophisticated work in terms of
service utilization prior to being housed and after.
And the evidence is there—particularly for that
very complex group of people that were served by
Housing First. That’s actually where most of the
savings accrue, so it’s been good. It’s been stra-
tegic, but that’s a good use of research. And we
shouldn’t be afraid of that.”

This style of engaged and formative research is
all about creating impact, says Gaetz, and simply
writing an article that three people read is not
that. “You want policy-makers, you want to help
practitioners and the public, and as research-
ers we're not trained to do that. You want those
people to take on and learn from the research and
do something. So, yes, my role is to help figure out
what works, for whom it works, how it works—
and figure out how to communicate that effec-
tively to the people who need to know.

“But convincing people to pay attention is
insufficient. We need to keep testing the model
and expanding the view. We need to understand
how it works for different subpopulations,
because if you're in education or healthcare,
you'd be a fool today not to talk about diver-
sity and the need to make sure your response
addresses the needs of different groups of
people. Some proponents of Housing First
assume that those kinds of issues of difference
disappear, and really it’s all about individuals.

“In Canada, the issue would be around Aborigi-
nal people and the history—what we’ve done to
that population and thus how we’ve alienated
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them from service use. How do we make this or
another approach work in that context? How do
we make it work with families? How do we make
it work with young people leaving care? The point
is, Housing First is based on solid principles and
theoretically should work for anyone. We just need
to adapt it to meet the needs of different popula-
tion groups.”

Gaetz returns again and again to the impor-
tance of the principles of Housing First when
implementing and researching the model. “Edu-
cating people about Housing First is a huge chal-
lenge, because you think it’s straightforward:
read this document, watch this film by Sam
Tsemberis, read this paper, read this report. But
in fact, people may or may not do that, and the
misunderstandings about what it is, even for
those who buy into it, is profound. The princi-
ples can bring you back to basics quickly. So that
whole piece around fidelity to the model accom-
panied by necessary technical support is really

key to its success. So we have to be mindful of
that. I think with any model it’s not enough to
have the good idea, it’s not enough to write it
down; that won’t ensure good implementation. I
think that, as I said earlier, when Tsemberis first
declared the core principles, that was a gift. Of
course, they can be modified and reshaped, but
they are a central reference point. That was very
smart, [ think, because, as I say, you have to be
really careful when funders and policy drive an
approach. I like that that happens, but one just
has to be careful, because things can go awry.”

NortE
1. Housing First core principles as outlined by DESC in
Why Housing First?, homeless.ehclients.com/images

/uploads/DESC_Housing_First_Principles.pdf.

To comment on this article, write to us at feedback
@npgmag,.org. Order reprints from http:/store.nonprofit
quarterly.org, using code 220306.
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PusLic Poricy AND PERCEPTION

Looking Back at the
War on Poverty:
A Conversation with Sheldon Danziger

Itis hard to determine whether or not an effort like the War on Poverty has worked when it is veiled in political rhetoric, affected by
multiple significant variables, and largely misunderstood. One such variable is that antipoverty programs operate in the context of
overall economic conditions. As Danziger explains, “increased productivity of the economy has been captured over the last several
decades by the economic elite, and has led to a long period of rising inequality”; this, and not government programs, is why poverty
is high. If we are going to make progress against poverty,” the author concludes, “we have to change views about what government

programs have accomplished, and we have to change views about why people are poor.”
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N SOME POLITICAL CIRCLES, IT IS AUTOMATICALLY

assumed that the War on Poverty was a failure.

At the National Urban League conference in

July of 2015, former governor of Florida and
presidential candidate Jeb Bush described the
War on Poverty as a “decades-long effort [that]
while well intentioned, has been alosing one. And
the casualties can be counted in the millions who
never had the chance at work and whose fami-
lies fell victim to drugs, violence, and the crush-
ing of the spirit.” Arthur Brooks, president of the
influential conservative think tank the American
Enterprise Institute, described the “failure” of the
War on Poverty as one of the reasons for writing
his new book, The Conservative Heart: How to
Build a Fairer, Happier, and More Prosperous
America. As Brooks explained, while “there have
been some government programs that have allevi-
ated a non-trivial amount of material need [. . .] the

initiative has been a failure ultimately because it
didn’t meet its own original aspirations [. . . and]
the big-government apparatus we’ve set up in the
decades since has failed to meet these aspira-
tions. Policy-makers couldn’t give people what
they need and want—earned success, dignity,
and a sense of moral worth. Further, it lowered
incentives for employment and family formation.
So after at least $15 trillion in spending, we trans-
formed ourselves from a society that had way too
much poverty into a society that had less material
need but also less work and family.” Representa-
tive Paul Ryan, who wrote his own antipoverty
plan as chairman of the House Budget Committee,
describes the history of the War on Poverty in an
interview with John Stossel as “basically manag-
ing poverty, and as a result, we're perpetuating
poverty—and so many of these programs end up
disincentivizing work.”
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Such statements are all basically reprises of

Ronald Reagan’s assertion in his 1988 State of the
Union address: “Some years ago, the federal gov-
ernment declared war on poverty, and poverty
won.” Reagan was wrong then, and the broad-
brush assertions of his political descendants are
wrong now. And Sheldon Danziger, president of
the Russell Sage Foundation, former director of
the Institute for Research on Poverty at the Univer-
sity of Wisconsin—-Madison, and former director of
the National Poverty Center at the University of
Michigan, is well positioned to explain why.
Danziger doesn’t deal with political sound bites
but rather deep research into this country’s anti-
poverty efforts. The author, coauthor, and editor
of several volumes on the policies, practices, and
outcomes of the War on Poverty has examined in
exhaustive detail the meaning and relevance of
the War on Poverty for today’s social policies—
particularly in Fighting Poverty: What Works and
What Doesn’t (1986, coedited with Daniel Wein-
berg), America Unequal (1995, coauthored with
Peter Gottschalk), and Legacies of the War on
Poverty (2013, coedited with Martha J. Bailey).
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Programs that had their origins in the War on
Poverty exist today, with continued significant
impacts in urban and rural communities across the
country. There are Head Start, Section 8 housing
subsidies, Legal Services Corporation programs,
food stamps (now SNAP), Medicare and Medicaid,
Volunteers in Service to America (VISTA), pro-
grams for low-income education, neighborhood
health centers, and much more—all of which were
created in, or significantly expanded during, the
War on Poverty, launched during the administra-
tion of President Lyndon Baines Johnson. But the
War on Poverty is much more than a list of cat-
egorical programs. Johnson thought of the War on
Poverty as an integrated bundle of efforts address-
ing “[p]overty as a national program, requiring
improved national organization and support,”
as he explained in his 1964 State of the Union
address. Moreover, the War on Poverty was more
than simply programs; it was built on the infra-
structure of the mobilization done by the poor
themselves through community action agencies
that gave voice and power to those constituencies
that were to be helped by the programs.
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Danziger’s research dives into the categorical
programs of the War on Poverty, the interaction of
specific programs with the community infrastruc-
ture that was to inculcate and implement them, and
the programs that emerged in the ensuing years. To
explore what worked and what continues to work
in the War on Poverty, Danziger was interviewed
by Nonprofit Quarterly National Correspondent
Rick Cohen, whose own involvement in the War
on Poverty was as a young planner for Action for
Boston Community Development—one of the orig-
inal antipoverty agencies—and later as an evalua-
tor, consultant, and technical assistance provider
to community action agencies around the nation.

With so much polarized political
discourse over the decades around matters of
public policy, we tend as a nation to forget that
i fact we know a great deal about what works
and what does not, due to the efforts of the people
wn the trenches and the academic researchers,
historians, and journalists tracking those efforts
over the years. The War on Poverty, a subject that
you have done much research on, of course, is
one such public program that politicians argque
over. Can you talk a little about what you think
are the lessons of the War on Poverty in terms
of what worked and where that takes us today?

Sheldon Danziger: It is important to recognize
that antipoverty programs operate in the context
of overall economic conditions. Prior to Presi-
dent Johnson’s launching the War on Poverty,
journalists and scholars—most notably Michael
Harrington, in his book The Other America,
and John Kenneth Galbraith, in The Affluent
Society—pointed out that even though the Amer-
ican economy had grown rapidly from the end
of World War II into the 1960s, there were many
people being left behind. So, the War on Poverty
was premised on the assumption that because
the economy had grown steadily for the quarter
century after World War II, the new poverty pro-
grams would just have to bring those left out into
the economic mainstream.

This was a period during which a rising tide
did lift all boats, with wages adjusted for inflation
increasing across the occupation and education

spectrum for blue-collar workers with a high
school degree and managers with a college
degree. This golden age of the economy was the
background against which the War on Poverty was
launched. Johnson’s economic advisers assumed
that this economy would continue. The focus in
the Johnson programs was on bringing people
into the mainstream by increasing their education
and, most importantly, reducing discrimination,
so that those who had been left behind could now
move forward.

The War on Poverty was closely linked with the
civil rights movement. For example, Head Start
would increase school readiness, the Job Corps
would increase employability, and the first federal
aid for scholarships in higher education would
increase college attendance. All of these programs
sought to build human capital to raise the earn-
ings of the next generation of workers. In addi-
tion, many of the programs raised the incomes of
the poor or expanded their access to basic ser-
vices. These included the Food Stamp Program,
Medicare, Medicaid, increases in the minimum
wage, and increased Social Security benefits. All
of these programs and policies were put in place
in the early years of the War on Poverty; almost
all of them still exist today. Taken as a whole,
many were successful in the sense that they have
reduced poverty.

Now, you might ask, “How can you say that they
have reduced poverty if the poverty rate today is
about the same as it was forty-five years ago? How
can you say these programs are effective if the
poverty rate is high?” The research clearly makes
these points. It is the political discourse that is
wrong, because it views the War on Poverty in
isolation and ignores what has happened in the
economy at large since the early 1970s. Ronald
Reagan famously said, “The government fought a
War on Poverty and poverty won,” suggesting that
poverty won because the government programs
were flawed. A long line of Republican politicians
continue to make the exact same case. However,
the research evidence says that poverty is high
because in the 1970s a rising tide stopped lifting
all boats. Indeed, most of the benefits of economic
growth for the last almost-forty years have gone
to the economic elite. Workers with a high school
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degree or less have been left behind; their wages
adjusted for inflation are lower; and fewer have
employerprovided health insurance and pensions
than was the case in the 1970s.

In the War on Poverty era, economic growth
each year was reducing poverty, and the poverty
programs reduced poverty as well. The economy
and poverty programs were complementing each
other. Indeed, the official poverty rate fell sub-
stantially in the decade after the War on Poverty,
hitting its low point in the early 1970s. Since then,
in many years the economy has been increasing,
not reducing, poverty, with government programs
offsetting some of that increase. Because the
economy and the poverty programs are working
in opposite directions, you end up with a roughly
constant poverty rate that rises during recessions
and falls during recoveries, but remains above
the rate of the early 1970s. The poverty-increas-
ing factor today has been the slow growth and
rising inequality in the economy. This is not in
dispute. Even full-time, full-year workers today
earn more than they did at the turn of the twenty-
first century. The problem is that the political dis-
course fails to place the history of the antipoverty

programs into the economic context.

I would assume, though, that the measure-
ment of what is poverty also has to be addressed.

SD: Certainly. One reason that antipoverty pro-
grams are considered ineffective is that our official
poverty measure does not count noncash benefits
like food stamps (now the Supplemental Nutri-
tion Assistance Program, SNAP) and the earned
income tax credit (EITC). These are among the
largest programs for poor families with children,
and a modernized poverty measure shows that
they take millions out of poverty. Our current
measure was adopted during the Johnson admin-
istration based on research done in the early 1960s
by Mollie Orshansky, a Social Security Administra-
tion researcher. At the time, most government aid
was provided in cash, so no one objected when the
poverty line was based on cash income.

So, if you did account for them, you’'d have
a different calculation.
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SD: That’s right. There is very good research by
Jane Waldfogel and her colleagues at Columbia
University—published in the summer 2015 issue
of the Journal of Policy Analysis and Manage-
ment—that shows that poverty has declined sub-
stantially since the War on Poverty because of
these noncash government programs.

There is an important point that no one dis-
putes, even though it is ignored by all of those
who say poverty won. And that is, the most suc-
cessful outcome of the War on Poverty was the
dramatic decline in poverty among the elderly. The
rapid expansions of Social Security benefits, the
indexing of Social Security benefits to inflation,
and the introduction of Medicare and Medicaid
meant that by the early 1970s, the elderly had a
European-style safety net. That is, they are now
protected from inflation and from economic and
health shocks. In contrast, the typical worker is
not protected from inflation or economic or health
shocks. The wages of workers have stayed rela-
tively constant because the minimum wage has
not kept up with inflation and firms have chosen
to keep profits high by holding wages down.
There have been some gains for workers regard-
ing health shocks in the last few years because of
the Affordable Care Act, known as Obamacare.
If you have the good fortune of living in one of
the states that has adopted Obamacare’s Medicaid
expansion, you will now have access to coverage
if you are poor or near poor, and it is less likely
that you will end up in bankruptcy as a result of
a health shock.

1t strikes me that a distinction between the
programs for the elderly and other kinds of pro-
grams is that the programs for the elderly were
universal for that age group. I mean, you hit
Medicare age and you were covered, whether or
not you were poor or likely to be poor.

SD: That’s certainly true. The one exception to
that, which I didn’t mention previously, is the Sup-
plemental Security Income program (SSI), which
was passed during the Richard Nixon adminis-
tration. In 1969, President Nixon, influenced by
Daniel Patrick Moynihan (who was then a key
domestic policy advisor), proposed the Family
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Assistance Plan (FAP)—a guaranteed annual
income for all of the poor. FAP was rejected, but
SSI, a guaranteed annual income for the elderly,
blind, and disabled poor, passed. At the time, many
of the elderly weren’t covered by Social Secu-
rity—for example, farmworkers and domestic
workers had been exempted for many years due
to opposition from Southern legislators. SSI was
very important—particularly for elderly blacks in
the South—because many had been employed in
uncovered occupations. They became eligible for

a minimum income under SSI.

But, if we take SSI out of the equation for
a moment, it seems like there were two differ-
ent kinds of models here. One was a model of
programs specifically targeted to people in need,
and other models were more universal—that is,
of programs that were either covering people of
a particular group regardless of their economic
circumstances or were trying to be preventive
so that the group in question would not fall into
poverty. Is there a sense of whether the targeted
programs or the universal programs were more
effective? Is there a political or an economic
analysis regarding which were more effective?

SD: It’s hard to sort this out for the following
reason. Americans are more likely to approve
of universal programs for the elderly, because
there is widespread agreement that the elderly
are not expected to work. The current retirement
age has increased from sixty-five for my parents’
generation to sixty-six for my generation to sixty-
seven for my children’s generation. Some politi-
cians have proposed raising the retirement age
even further, but this is not a popular proposal.
In contrast, there is a long American tradition of
suspicion about the poor. Liberals [though] tend
to think that the poor aren’t working because
they don’t have the skills employers demand or
employers don’t want to hire certain people, such
as welfare recipients or released prisoners. Given
the disagreement about why people are poor, it is
difficult for Americans to accept universal pro-
grams across the board.

In addition, many economists suggest that
universal programs are economically inefficient

but more popular because many of the benefits
get captured by the affluent. Consider the mort-
gage interest deduction in the federal income
tax, which is universal. If a typical worker buys a
house for $120,000 at 4 percent interest, he or she
would deduct roughly $4,000 a year from taxable
income on a $100,000 loan. If someone else buys
a home that is ten times that value and has a
$1 million loan, they can deduct $40,000. In fact,
avery large percentage of the value of the home-
owner deduction benefits the economic elite.
Americans are less likely to back universal
programs than are Europeans—in part because
Europeans are much more likely to say that poor
people are poor through no fault of their own. For
example, when the global economy fell into reces-
sion in 2008, it was clear that many people were
laid off because their employer went bankrupt,
not because they were too lazy to work. At the
time, I actually thought that the recession was so
severe that politicians and the public might gain a
more positive view about the importance of unem-
ployment insurance, a universal program for laid
off workers. In fact, the reverse occurred. In 2009,
the American Recovery and Reinvestment Act—
also known as the “stimulus”—modernized and
updated the unemployment insurance program.
Asthe number of those getting benefits increased,
you began hearing politicians claim that unem-
ployment insurance is like a hammock, allowing
people to avoid going back to work. In recent
years, a number of states cut back their programs
and now provide fewer weeks of coverage than
they did before the Great Recession. This example
suggests that we don’t have universal programs
because Americans tend to blame the poor and
unemployed themselves, and not external eco-

nomic factors, for their circumstances.

As a junior-level person working at Action
Jfor Boston Community Development during the
War on Poverty years, I remember very clearly
President Johnson saying that part of the reason
JSfor having a War on Poverty was that we were a
“great society” with the resources to try to eradi-
cate poverty. At the time, it felt like there was a
significant increase in the governmental provi-
ston of financial resources for the War on Poverty
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programs, reflecting LBJ’s perspective that this
was what an affluent nation like ours could and
should do.

SD: That’s right—there was a massive increase in
government support due to Johnson’s initiatives.
Another neglected lesson from the War on Poverty
is that only federal action could achieve the goals
President Johnson set out. Unfortunately, many
conservatives who claim that the War on Poverty
was a failure also want to give more control over
antipoverty programs like food stamps and Med-
icaid to the states. Johnson realized that the states
could not afford to fund these programs with their
own funds, and that, if there weren'’t federal con-
trols, some states would make choices that would
hurt the poor.

Consider what happened when Medicare was
passed. The hospitals realized there were millions
of uninsured elderly people who were going to get
covered by Medicare. However, the Johnson admin-
istration said that no Medicare payments would be
made to segregated hospitals. This ruling led to
the eventual desegregation of hospitals throughout
the South, which would never have happened if
the states had controlled the rules. There is now
research documenting that because Medicare led
to hospital desegregation, large numbers of black
women gave birth in hospitals instead of at home,
and black infant mortality declined. The Johnson
administration carried out a similar policy for local
schools that would get federal funding from the
Elementary and Secondary Education Act—no
funds for segregated schools.

There is also recent research showing that
when the Food Stamp Program was rolled out,
child health and education attainment subse-
quently increased, and research that shows that
the introduction of Head Start improved the long-
run education of poor children.

It seems like one of the elements of the War
on Poverty that you are describing is not that
the hospitals were doing something differ-
ent in the way they treated people; it was that
the people who previously hadn’t been allowed
to go to the hospitals suddenly had access.
So in a way, it was an institutional kind of
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pivot—guaranteeing all and not just some poor
people access to services—as opposed to a pivot
of technique in the way we treat poverty.

SD: Yes, that’s exactly right. The Johnson admin-
istration was not a radical administration. It gets
criticized on the right for spending too much
money, and on the left for not making big struc-
tural changes in economic relations. It was very
much focused on providing opportunities to those
who had been left behind. The War on Poverty had
a broad vision that included strategies for main-
taining high employment and accelerating eco-
nomic growth (both Keynesian macroeconomic
goals), improving regional economies, rehabilitat-
ing urban and rural communities, improving labor
markets, expanding educational opportunities and
opportunities for youth, improving the nation’s
health, promoting education and training, and
assisting the aged and disabled.

Fighting discrimination was a new and impor-
tant priority that was part of this vision. When I
talked about my book [Legacies of the War on
Poverty] on Jesse Jackson’s Chicago radio show,
Jackson made the point that Johnson is underap-
preciated by the Democrats because everybody
associates him with Vietnam, and they don't give
him enough credit for having used government
policy to simultaneously fight discrimination and
poverty.

Johnson didn’t do anything about providing
jobs for the unemployed. The historical record
shows that Willard Wirtz, the secretary of labor,
and Daniel Patrick Moynihan (who at the time was
an assistant secretary of labor) were pushing for
a public jobs program. But Johnson didn’t think
you needed a Great Depression/Works Progress
Administration—-type jobs program, primarily
because his economic advisers were optimistic
that a rising tide would continue to lift all boats.
With a growing economy, they assumed that if you
gave people the skills and reduced the discrimi-
nation against them, they would get jobs in the
mainstream economy. As a result, the Johnson
administration did not set out to do anything about
changing the mainstream economy or strengthen-
ing unions. It was very much a view that the War
on Poverty would get the people who had been left
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behind into boats, so that their boats would rise
along with everyone else’s.

While he was the undersecretary of labor,
Daniel Patrick Moynihan wrote his famous
report on the state of the black family. . . .

SD: So many people emphasize that by talking
about a culture of pathology he was insulting
black families. They tend to neglect that his core
policy proposal was to provide public jobs. Early
on, Moynihan was a proponent of a job strategy;
and then, under Nixon, he got Nixon to propose
a guaranteed annual income, which President
Johnson had not endorsed.

But many people picked up on or went with
the theory that Moynihan was saying that the
problem was the structure and behavior of the
black family—and I'm holding aside here his
policy recommendation, as opposed to an insti-
tutional strategy that you’re describing was the
key to the Johnson administration’s program.
Did Moynihan’s theory change the way that the
War on Poverty programs were implemented?

SD: I don’t think so. Moynihan’s theory had a
larger effect in academia and on the research that
academics did. About two decades later, William
Julius Wilson refocused attention on both family
structure changes and the loss of good jobs in our
inner cities.

Many of the largest War on Poverty programs
that Johnson launched have kept similar form
and grown over time—for example, Head Start,
food stamps, federal aid to education. There are
some Johnson programs that have not grown over
time—for example, the Legal Services Corpora-
tion and the Community Action Agencies. These
organizations filed suits against discriminatory
housing policies and welfare rules that contributed
to an expansion of the welfare rolls, even though
Johnson had not proposed major reforms in Aid to
Families with Dependent Children. For example,
a rule said that if you moved from Mississippi to
Chicago, you were only entitled to the welfare
benefit in Mississippi, not to the higher benefit in
Chicago. There were “man in the house” rules that

were used to close a welfare case if any man was
spending nights with the mother. There were a
number of important Supreme Court rulings that
limited state discretion that was often used to keep
black families off of welfare. These legal actions
contributed to a growth in the welfare rolls and to
a backlash against welfare that doomed Nixon's
Family Assistance Plan and ultimately led to the
restrictive 1996 welfare reform.

You say that many of the programs from the
War on Poverty have stayed similar or increased
over time, but in mentioning legal services and
community action. . . .

SD: Yes, community action is one program area
that the Nixon administration sought to constrain
when it eliminated the Office of Economic Oppor-
tunity. Legal Services still exists and is a thorn in
the side of conservatives. Reagan tried to cut it
back. What Legal Services can do has been greatly
cut back. Federal support for community action
agencies has also declined.

There are still around 1,100 community
action agencies. How critical to the success of
the War on Poverty was community action—the
tdea of an antipoverty agency that was separate
Sfrom local authorities, at least until the Model
Cities Program came about? How important
was that institutional role in effecting the kind
of antipoverty changes that occurred through
these various War on Poverty programs you
have studied?

SD: Those were the programs that in the decade
following the War on Poverty had challenged
the local political structures that, in many cases,
were discriminatory. But the large federal pro-
grams—Head Start, Pell Grants, Elementary and
Secondary Education Act, Medicare, Medicaid,
Community Health Centers—actually have stayed
and been expanded. The Food Stamp Program was
even expanded under President George W. Bush.

The question is: Had the community action
agencies not been diminished, would they have
been able to do even more to help the poor? And
that’s a hypothetical question. I think it would be
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wrong to say that because those programs were
shut down, the War on Poverty was shut down.
Certainly, those programs mobilized the poor and
welfare recipients. They mobilized voting rights
campaigns. Peter Eisinger’s research shows
that among black elected public officials, a very
large percentage had worked in community action
agencies or other War on Poverty programs. These
include some of the first black mayors and city
council members in many cities.

Presidential candidate Bernie Sanders
recently tried to give a speech that was disrupted
by a Black Lives Matter Movement protest claim-
ing that his economic solutions—his recommen-
dations calling for different kinds of employment
programs and trying to address economic dis-
parities—were not addressing issues of race or
were really somewhat beside the point, and that
race was a different issue. The protesters’ conten-
tion was that racial discrimination and racial
disparities were not really being addressed by
solutions that are economic solutions address-
ing poverty. Have conditions changed today so
that the lessons of the War on Poverty have some-
thing to say about the current issues of racial
disparities and economic disparities and how
to address them?

SD: They're clearly connected in the following
sense: If you propose a higher minimum wage, as
Bernie Sanders does, the beneficiaries are going to
be disproportionately African Americans, Latinos,
women, and people with a high school degree or
less. So, this is very reminiscent of the policy pro-
posals put forward by William Julius Wilson, in
When Work Disappears: The World of the New
Urban Poor. He made the case that there are
race-specific policies and there are race-neutral
policies, and both of them can close disparities.
A rise in the minimum wage, an increase in the
earned income tax credit, and Obamacare are
race-neutral policies that have disproportionate
effects on racial and ethnic minorities, because
these minorities are disproportionately poor.

A rise in the minimum wage, however, is not
going to have an effect on police behavior. If police
and the courts are treating African Americans and
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Latinos differently from whites, then you need a
race-specific policy change. The recent shooting
deaths of unarmed black men remind us that we
are closer to 1965 in terms of equal opportunity
than we think we are.

The race-neutral expansion of economic oppor-
tunities can do a lot to reduce minority poverty,
but voting rights is another area where there’s
been a reversal of progress. The public schools
are another race-specific problem, where there are
examples of some school districts, when required
to desegregate their public schools, ending up
reducing spending on public schools and foster-
ing the growth of segregated private schools. The
racial disparities in getting an equal education
remain much larger than one would have thought
after the progress that occurred in the decade
after the enactment of the Civil Rights Act of 1965.

So, your perspective is that in order to deal
with some of the racial dimensions of economic
poverty problems, the combination of targeted
and neutral programs has to be done. It’s not
one or the other?

SD: I don’t think it's one or the other. I have long
been a proponent of a public jobs program of last
resort, similar to what Moynihan was proposing
in the War on Poverty era. The last time we had a
major public jobs program was during the Carter
administration—the Comprehensive Employ-
ment and Training Act (CETA). It provided around
a million jobs and a lot of summer jobs for poor
inner city youth who could not get private employ-
ers to hire them. These jobs of last resort are more
important today because of the economic changes
that have taken place over the past forty-five years.
For example, labor-saving technological changes
have increased demand for skills, and changes in
employer hiring practices have left behind a lot of
people, who end up having long spells of unem-
ployment. If we live in a world in which we say
to the poor and the unemployed that we expect
you to work and that we no longer provide cash
welfare, then I think it’s fair to say we're going
to offer you opportunities to work to support
your family. Whether it’s the long-term unem-
ployed or ex-offenders or people with low skills,
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a jobs-of-last-resort program is race-neutral but
would disproportionately affect racial and ethnic
minorities. For example, many firms say they're
not going to hire people who are ex-offenders. A
low-wage job of last resort that would be available
to ex-offenders would be a race-neutral policy,
but it would disproportionately benefit African
Americans and Latinos, who are disproportion-
ately victims of the criminal justice system. And
overincarceration is one of the few areas for opti-
mism now, because conservatives have realized
that we're wasting a lot of public money. They
always want to cut government spending, and if
we start sending fewer people to jail and save the
money, that would be beneficial both for society
as well as for those who do not get incarcerated

unnecessarily.

Let’s stay on the jobs issue for a moment, but
leave aside the issue of a public jobs program
and look at job training and job placement pro-
grams. Last year, President Obama tasked Vice
President Biden with reviewing our nation’s
Job training and job placement programs to
Sigure out what worked and what didn’t. I don’t
get a strong sense that workforce development
has been an area of significant success in the
history of the War on Poverty. Am I reading that
itncorrectly?

SD: No, you're reading it right. Employment and
training programs have fallen far short of what
was expected of them by the Johnson administra-
tion. In part, it is difficult to know what to train
people for in a world where the economy is chang-
ing so rapidly. And we live in a world in which skill
demands have increased. I'm fortunate enough,
being a computer dummy, that I have a job where
the IT staff provides the services I need to carry
out my work. But consider someone working on
a manufacturing line that changes from one in
which humans did all the work in 1975 to one in
which robots do alot of the work in 2015. If Tdon’t
have the technical skills that are now required,
I am going to be laid off. There is now a greater
burden on individual workers and public job train-
ing programs, because employers are not provid-
ing much on-the-job training.

So is there an alternative, or is the only alter-
native really a public jobs program?

SD: There is along-standing belief in the power of
education to help people get good jobs. During the
War on Poverty era, the goal was to get everyone
a high school degree. Today, there is a realization
that many good jobs require a technical certificate
or a community college degree. For example, you
may have to attend a community college to learn
air conditioning/heating repair, or welding, or to
work in a hospital. Previously, you might have
learned these skills in an apprenticeship program
run by a union or an employer. This is an example
of a change in employer practices that has made it
harder for workers with only a high school degree
to get and keep well-paying jobs.

Again, then, you're talking about an institu-
titonal change—that because employers are not
providing that kind of training anymore for
their employees and in part because the economy
has changed, a new institutional response was
needed, and community colleges have filled
this void. But to go back to one of your earlier
points, you mentioned that the presumption that
there was a growing economy that would lift all
boats was an important theory during the War
on Poverty, but that in our current economy,
the postrecession economy in particular, wage
growth has stagnated or even declined. The
number of long-term unemployed has increased,
and although we have lower unemployment, we
have higher long-term unemployment. Given
that the change in our economy doesn’t seem to
be for the positive in that sense, does this affect
the way you would propose prescriptions for an
antipoverty program going forward?

SD: Sure. My defense of the War on Poverty as
successful is essentially an argument that the
expanded programs have been effective because
if they had not expanded, poverty would be even
higher today. In an economy in which a rising
tide lifts all boats, it’s less important to have the
government raise the minimum wage, because
firms are raising wages as productivity increases.
That’s the way the economy worked in the quarter
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century after World War II, and it's how econom-
ics textbooks say it’s supposed to work. But, in
a world of labor-saving technological changes,
declining unions, and changing employer prac-
tices, many jobs are disappearing and wages are
not rising when productivity increases. Many of
these changes benefit consumers but make work
more precarious. For example, I can now get a
book from Amazon with the click of a mouse and
save the hour it would have taken me to walk
from my office to the local bookstore; but, in the
process, the local bookstore went bankrupt and
workers were laid off. I can get an Uber to pick
me up in places where there aren’t many taxis; but
the Uber drivers are independent contractors, and
the earnings of cab drivers are falling.

Instead of a rising tide lifting all boats, the
increased productivity of the economy has been
captured over the last several decades by the
economic elite, and has led to a long period of
rising inequality. This was not the environment
that the War on Poverty era was launched into.
In other words, poverty is high because of the
failure of the economy to benefit the average
worker, not because of government programs.
That’s why I say I think we need a jobs program
of last resort—because in a world of labor-saving
technological change, declining unionization, and
changing employer practices, there are a lot of
people firms aren’t very interested in hiring.

When you reference Uber and so forth, you're
talking about a structure of the economy that is
a casualization of employment, where people
are not guaranteed hours, they may mnot be
given benefits, they work as contractors rather
than employees, they’re not unionized. In my
understanding of the economy, union member-
ship has been a magor step toward increasing
the economic status for working people—so,
even if you have a jobs program of last resort,
much of the structure of the economy seems to
be working against the kind of larger eradica-
tion of poverty that was envistoned by the War
on Poverty.

SD: I think that the issue is, what are the labor
market policies that should be put in place in the
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twenty-first century, given the kinds of technologi-
cal changes that have taken place? There are many
economists who have written about changes in
labor relations laws that would make it easier for
workers to unionize; there are many workers who
would like to unionize, but our current laws make
it very difficult for them to organize.

So, where does that leave us? What would
you say our government needs to do now to make
progress in eradicating poverty, at a time in
which economic inequalities are growing rather
than decreasing?

SD: There are a series of what I call “modest”
policy changes that would raise the well-being of
people at the bottom of the income distribution.
These could have a large effect on poverty, even if
they have a small effect on inequality. Consider an
increase in the minimum wage to $10 per hour now,
with a gradual increase over a number of years
to $15. It would also help if the states that have
refused to expand Obamacare would do so. We
now have evidence that Obamacare enabled mil-
lions of people to get health insurance coverage.
An increase in the earned income tax credit for
workers without children is something that both
Paul Ryan and the President have endorsed. Where
they disagree is how to pay for it. Maintaining the
food stamp program as it is, making sure that you
don’t put a work test into food stamps, is also
important. There are people who say that we suc-
cessfully reformed welfare by implementing work
requirements and that we should do the same for
food stamps, but I think that would be a disas-
ter. What'’s happened in the aftermath of welfare
reform is that there are many people who can only
get food stamps and Medicaid. The work require-
ments in welfare reform did lead to an increase in
the number of single mothers who worked; but it
also led to an increase in the numbers of people
who could not get welfare anymore and who could
not find a job. Many of these people now receive
only food stamps and Medicaid. If work require-
ments were implemented in food stamps, it is
likely that many of the people would not be able
to find jobs and would have no public support at
all, except Medicaid.
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And the policy that requires a bigger leap in
the current policy context is jobs of last resort.
Getting a million people into jobs paying the
minimum wage would cost a significant amount of
money. So would an expansion of early childhood
education. But, if you want more parents to go to
work, you've got to do something about increas-
ing subsidies for child care. There are many pro-
grams consistent with the War on Poverty that
could expand without radically changing the
economy at large. That’s very much in the spirit
of the War on Poverty.

The Head Start program focused on getting
kids ready for kindergarten by funding the
program for poor four- and five-year-olds. Well,
Early Head Start exists today. I'm a grandparent.
I see how much my children and their friends
pay for preschool so that the parents can work.
Even college-graduate couples working in good
jobs have a difficult time paying for day care. It
is impossible for a family with minimum wage
workers to put a two-year-old in child care
without substantial public subsidies. If President
Johnson had known about the importance of early
childhood education the way we do now, I think
he would have proposed Early Head Start from
birth to five—not just from four to five.

A renewed effort in the spirit of the War on
Poverty does not require a radical revision of
the way the economy operates, in the sense that
Johnson was not interested in a radical revision of
the economy. Instead, public policies can raise the
well-being of the bottom of the income distribu-
tion to what he would have said were minimum
standards of decency.

So, many people believe that the War on
Poverty didn’t work, with the broader implica-
tion that government doesn’t work, government
programs don’t work.

SD: That’s correct, and that’s been the mantra
since the Reagan years. We've had thirty-five years
in which many politicians have stated, without
reference to the research, that government is the
problem and that there should be no new taxes
and that we should let the market economy solve
the poverty problem. In contrast, President

Johnson launched the War on Poverty by point-
ing out that economic growth on its own would
not eliminate poverty. He believed in the market
economy, but he understood that you needed
both economic growth and antipoverty programs
working together.

That means working within how the economy
operates, but changing the perception of the effi-
cacy of government, right?

SD: If we are going to make progress against
poverty, we have to change views about what
government programs have accomplished and
we have to change views about why people are
poor. This requires a new appreciation of how
the economy, globalization, technological change,
and employer practices have contributed to our
era of rising inequality. Many people still think
that a rising tide will lift all boats, but we live in
an economy in which productivity increases no

longer trickle down to workers.

Paul Ryan’s most recent antipoverty propos-
als seem to turn Johnson on his head, don’t they?
Rather than a national commitment, he says,
let’s give back to the states . . .

SD: Yes, and that’s exactly what is wrong. Con-
sider what has occurred since the Supreme Court
said that states were free to accept or reject the
Medicaid expansion in the Affordable Care Act.
Many states have refused to take federal funds
that would provide coverage to the uninsured.
Many of these states are cutting back unemploy-
ment insurance and restricting people’s ability
to vote. Johnson didn’t trust the states to do
the right thing when it came to helping the poor
and protecting the rights of African Americans.
I have no problem with providing some discre-
tion to the states; however, if we give most of
the responsibility for antipoverty programs to
the states, I would expect a significant shrinking
of the safety net.

To comment on this article, write to us at feedback
@npgmag.org. Orderreprints from http:/store.nonprofit
quarterly.org, using code 220307.
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EAR DR. CONFLICT:

We have a former board

member who left the board

feeling that he had “lost”
some kind of fight. Ours was not the
only board that he left in this way—in
fact, he told me about epic battles he had
JSought on this or that other board where
people did not see the light (according to
him). He was always the hero in these
stories—the bringer of truth; the others
were usually described as being moti-
vated by self-interest of some kind. And,
actually, he is very smart, but he is also
a fire starter, and sometimes in ways
that are hard to trace.

So here is my situation. This guy
1S quite connected vis-a-vis state agen-
cies, and I believe, though I cannot say
JSor certain, that he is having a nega-
tive effect on our funders. I get the sense
that our relationship with some of the
agencies with which we have major
contracts has become less robust. Con-
versations are less open. It is confus-
ing, but I think I do see a pattern.
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Dr. Conflict

by Mark Light, MBA, PhD

Ifa disgruntled ex-board member is undercutting your relationships with

funders, accountability, says Dr. Conflict, lies with the CEQ. A thorough interview,

background check, and time-limited committee work with the candidate

do well to weed out the bad apples, and it is the chief executive’s responsibility

to ensure his or her board is not engaging in sloppy recruitment. But in the event

of such a situation, use it as an opportunity to educate your board on the

essential role advocacy plays in the success of your organization's mission.

How do I take such a thing on? What
1S the best way to proceed?
Need a New Friend

Dear Need a New Friend,

You don't just need a new friend—you
need a posse. Dr. Conflict has seen
people like your former board member
many times before, but it’s not all his
fault that he’s such a pain. It’s yours, too.
Surely you knew about his epic battles
before you recruited him? And if you
didn’t, why not? What were you thinking,
bringing this guy onto the board?

Some readers may say Dr. Conflict
is talking to the wrong person. They
believe the board alone is responsible
for recruiting its members. But Dr. C
sides with Robert Herman’s concept
of executive centrality, wherein, “since
chief executives are going to be respon-
sible and since they accept responsibil-
ity for mission accomplishment and
public stewardship, they should work
to see that boards fulfill their legal,
organizational, and public roles.”* So

Dr. Conflict holds you accountable for
the mess you're in.

Here are Dr. Conflict’s recommen-
dations: (1) make sure that this sort
of sloppy recruitment doesn’t happen
again, and (2) deal with the renegade
ex-board member by counterbalancing
his message through your own robust
advocacy effort.

First, with respect to board recruit-
ment (and talent acquisition in general),
you're in good company when it comes to
recruiting: only one in five nonprofit chief
executives “strongly agree that they have
the right board members to effectively
oversee and govern their organization.”
The best way to deal with this is recruit-
ing better—or, as the saying goes, “Hire
hard—manage easy.” Here are Dr. Con-
flict’s rules of thumb:

¢ Begin with defining the job of the
board and board member (these are
different), including the mission for
each job, expected outcomes and
behaviors, and the competencies
necessary to succeed.
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® As often as possible, engage prospec-
tive board members in time-limited
committee work before inviting them
to the board. Why would you want
a stranger on your central decision-
making body anyway? This allows
you to get a gander at his or her style.
Does he or she divide to conquer?
Mutter maliciously while others are
talking? At the very least, use the
referral rule for recruiting, which
is that you (or someone you trust)
already know the person you're going
to recruit.

¢ Interview using a structured approach
(every candidate gets the same inter-
view), behavioral questions (tell us
about a time in the past when you did
such and such), and a panel of three
or four people conducting the inter-
views (use your governance commit-
tee)—and play to the strengths of the
prospective board member. That’s
because people, including board
members, do not magically develop
hard-wired competencies like person-
ally asking others to give.

¢ Orient long. It can take a year or even
longer for a new board member to
rise to the top of the learning curve.
Think about assigning another board
member to be a buddy to the new
recruit. Remember that newbies
often don’t know what they don’t
know, and you need to stay close and
supportive.

Second, you mention that this former
board member may be working against
the agency’s interest. If true, this would
be unfortunate, but there isn’t much you
can do about it given that he is no longer
on the board.

The board, of course, should be
ambassadors for your cause. That’s
because advocacy is very important—
especially for agencies tied into govern-
ment funding. Anne Wallestad, president
and CEO of BoardSource, says that
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“advocacy is too important to the success
of our missions to be considered some-
thing ‘extra’ or ‘nice to do.’ It’s absolutely
essential to the work of our organizations
and our ability to fulfill our missions and
serve our communities.”

You can see the direction that
Dr. Conflict is taking here. Although
he has long promoted three essential
board duties (decide direction, dele-
gate effectively, and determine results,
including financial and performance),
the good doctor is starting to think that
driving advocacy should be board duty
number four.

And Dr. Conflict is now starting to
think that advocacy might merit its
very own standing committee of the
board. Dr. C is no fan of lots of commit-
tees, and neither is the field, with the
number of committees dropping from
about seven on average in the '90s to
about five today.* But that advocacy
piece is a big issue these days, with
ever-growing pressure on federal, state,
and local budgets. A new collaboration
called Stand for Your Mission “seeks to
unleash the full potential of nonprofits
to advance their missions by engag-
ing board leaders more directly in the
advocacy work of their organizations.”
It recommends that nonprofit leaders
take the following actions:

e Engage the board in a conversation
about advocacy.

¢ Educate the board about it.

e [dentify gaps in your advocacy
network.

¢ Join groups that stay current on these
matters and engage when the time
is right.®

In the process of engaging your board
to do the good work of advocacy, you will
upgrade your recruitment tools with an
added job of advancing your agency’s
agenda. That, in turn, will mitigate
the possible damage of your ex-board

member. That’s a win-win for sure.
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OR MOST OF HUMAN HISTORY, IT WAS
assumed that development in
adults was, essentially, the accu-
mulation of knowledge. Schol-

ars believed that what an adult thought

could change over time, but how an adult
thought plateaued shortly after adoles-
cence. Research conducted during the
last seventy years, however, has dem-
onstrated that most adults continue to
experience shifts in cognitive complexity
throughout their lifetime.! Psychologists
describe these shifts as stages, and the
stages operate outside conscious aware-
ness and in a paradigm-like fashion.?

As it turns out, these stages shape our

thoughts, attitudes, and behaviors in

subtle yet powerful ways.

In this article, I explore the implica-
tions of developmental theory for the
nonprofit sector. First, I offer a vignette
describing three different donors. Then,
I describe how these donors represent
three different ways of thinking that are
similar to the stages described by devel-
opmental theorists. I also briefly explore
the muddy process of transition between
stages. Finally, I present three important
implications of this developmental logic
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Human Development

and Social Change:

An Expanded Perspective on the
Work of the Nonprofit Sector

by Jennifer Amanda Jones, PhD

Where such “wicked" problems as poverty, injustice, and environmental

crises are concerned, the nonprofit sector is in over its head. We would

do well to recognize where our current ways of thinking are ineffective

in helping us to resolve the complex challenges.

for the nonprofit sector, and suggest anew
way of thinking about nonprofit work.

Three Donors, Three Ways of Thinking
Imagine that you are the executive direc-
tor of an after-school program, and you
are in the middle of a major capital cam-
paign for a new youth center. The new
building will be located in a highly dis-
tressed neighborhood and will allow you
to provide services to an additional two
hundred youth each year. You predict
that the programs offered at this new site
will decrease gang activity, neighborhood
violence, and teenage pregnancy, and,
conversely, increase high school gradu-
ation rates and overall resiliency in the
youth who participate.

It is Monday morning, and you have
three meetings with major donors to
explain the project and ask for their
support. In the first meeting, Donor A,
Alice, says to you, “This is exciting! It
sounds like you know what you are doing.
How can I help?” You leave this meeting
feeling energized and ready to continue
your campaign. In the second meeting,
Donor B, Bob, says, “Ilike that you have an
ambitious goal, but over the years I have

come to believe that parental involvement
in youth development is key to achieving
outcomes. I will support your program
only if you also include a strong parental
involvement component.” You leave this
meeting feeling a little deflated but also
excited about how you can improve your
services through Donor B’s ideas. In the
last meeting, Donor C, Camille, says to
you, “Ah, youth development. This is an
important part of improving our neigh-
borhoods, and it certainly makes sense to
provide after-school programming for our
youth. But can you talk to me about how
your work fits into a broader picture? Are
there other, more systemic approaches
that might also be considered, such as
better incorporating youth into the area’s
community economic-development plan?”

If you have worked in the nonprofit
sector for any length of time, these three
donors may sound familiar. In fact, you
may have sat across from them in board
meetings or chatted with them at fund-
raising events. It is easy to zero in on the
content of their ideas, such as Donor B’s
focus on parental involvement or Donor
C’s mention of community economic
development. It is important, however,
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to also look at the structure of their ideas:
how donors think about philanthropy is
as important as what they think, and may
be an integral yet overlooked component
to generating social change through the
nonprofit sector.?

Donors and Human Development
Let us take a closer look at our three
donors in light of developmental theory,
beginning with Donor A. Although this
vignette was oversimplified, we observe
that Alice looks to sources outside herself
to develop an opinion. In this case, Alice
deferred to the expertise of the executive
director. Alternatively, she might have
reviewed the best-practices literature on
youth programming to ensure the non-
profit was doing the “right” thing in the
“right” manner. Either way, Alice’s ideas
about what is the right approach are
largely influenced by external sources.
If the executive director’s ideas do not
agree with the best-practices literature,
for example, Alice would likely feel con-
flicted and unsure about how to proceed.
Developmental psychologist Robert
Kegan called this stage of adult devel-
opment the “socialized mind,” and it is
similar to what William Torbert described
as the “diplomat” or “expert” stages.*
Research suggests that between 8 and
14 percent of adults may fall under this
general category.®

Donor B offers an example of what
Kegan described as the “self-authoring
mind” and what Torbert described as
an “achiever” or “individualist.”® Such
individuals typically have strong ideas
and self-defined goals, or are actively
engaged in the process of defining and
redefining their ideas and goals. In this
case, Bob is clear about what is impor-
tant to him: parental involvement. He can
articulate why it is important and how he
came to believe this. People in this stage
think broadly about their life experiences
and use several types of information to
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formulate their ideas. When various
aspects of their experiences conflict—for
example, if the best-practices literature
does not match the needs of a particu-
lar community—adults in this stage feel
comfortable forming their own opinion
in light of the current circumstances.
Scholars believe that approximately
35 percent of adults have developed the
capacity for this type of self-authorship.”

Donor C has a different approach
from Donor A and Donor B. Camille rec-
ognizes something that the others do not
yet see: Any and every approach has its
limitations. Camille wonders if in this
particular case there might not be ways
to think more broadly about the organiza-
tion’s mission. She asks how youth devel-
opment can be understood in the context
of community economic development,
and in doing so encourages the executive
director to think about the organization’s
work and goals in new, more expansive
ways. This is markedly distinct from
Alice, who in this case looks to the execu-
tive director for direction, and from Bob,
who essentially is telling the executive
director what to think (i.e., that parental
involvement is key). Camille’s interest in
a reflective, systemic approach is con-
sistent with two developmental stages,
labeled by Torbert as “transforming” and
“alchemical.” It is also consistent with
the stage Kegan described as the “self-
transforming mind.” Studies suggest
that very few adults have fully developed
this metacognitive capacity.

Although grossly oversimplified
examples, these three donors represent
three sequential developmental stages,
and these stages operate as a paradigm
that influences thoughts, behavior,
and attitudes, including, I suggest, the
donors’ approaches to philanthropy.*°
What people think is colored by factors
such as personality and life experience;
how people think—the underlying struc-
ture behind their thoughts—is, according

to theories of adult development, areflec-
tion of their current position on their
developmental trajectory.

Transition and Conflict

My presentation of these stages thus far is
not only oversimplified but also implies—
misleadingly—that adults will fall neatly
into one of these three stages. Scholars
suggest that human development is pro-
gressive and sequential but also some-
what messy, and adults do not always
fall cleanly into one of the three types of
thinking. Kegan and his colleagues have
identified four transitional substages
between the three major stages described
here, and the transitions between these
stages can take many years.!! It is not
uncommon, for instance, for an individual
to present behavior consistent with two
stages—the stage they are leaving and the
stage to which they are transitioning. In
fact, studies suggest that between 32 and
47 percent of adults may be in transition
from the first category to the second, and
approximately 6 or 7 percent may be in
transition from the second category to
the third.'? The process of transition can
be fraught with internal and, sometimes,
external conflict.

Conflict can also arise when adults
work with others who think differently.
Any situation—including board or fund-
raising committee meetings—can easily
become a battleground of sorts, where
individuals wrestle with the boundaries
of how they think. For example, self-
authoring individuals often maintain a
steadfast focus on their goals, whereas
self-transforming individuals are inter-
ested in questioning assumptions behind
the goals. Depending on the dynamics
of the board, this can lead to a situa-
tion where board members are in con-
flict about how to discuss and resolve
a particular issue. Board members may
believe they are discussing the what,
or content, of the problem, and may be

WWW.NPQMAG.ORG - FALL 2015


www.npqmag.org

unaware that they are also wrestling with
the hows of their thinking—their struc-
tural approach to the content.

Development, Leadership,

and Social Change

This material has at least three immediate
implications for those interested in leading
nonprofit organizations in general and
social change organizations in particular.
First, every stage has potential assets and
potential liabilities. The assets are quite
easy to see. Once satisfied that the orga-
nization is doing the right thing, Donor
A is willing to support the organization
financially and, likely, in other ways as
well, such as volunteering on commit-
tees or engaging friends to volunteer or
donate. Donor B can help identify and
correct flaws in the organization’s program
model, set and achieve goals, and provide
strategic leadership. The steadfast focus
on goals would help this donor become a
strong committee chair. Donor C can help
nonprofit leaders connect their work to
broader systems, incorporate increas-
ing numbers of relevant stakeholders,
and focus on the process—not just the
product—of social change. In our hypo-
thetical example, Donor C might be inter-
ested in connecting the nonprofit to key
employers who can offer job training/men-
toring opportunities to the youth, keeping
abreast of broader trends in the nonprofit
sector and/or funding capacity-building
opportunities for the nonprofit staff. She
would be a good mentor or vision-oriented
thinker. But each of these stages also has a
shadow side. Donor A will likely shy away
from conflict, and struggle with making
difficult decisions. Donor B will not see
the flaws in his own logic, and may steam-
roll others in the process of achieving his
goals. And Donor C may be so focused
on the broader systems at play that she
forgets the day-to-day details essential to
moving an initiative forward. Leading a
team of these diverse individuals as they
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each contribute in their unique way, there-
fore, means taking into consideration how
they think as well as what they think.

Second, development is dynamic, not
static. Developmentally oriented leaders
must consider a donor’s developmental
stage at the time interactions occur and,
also, attend to a donor’s developmental tra-
jectory. Kegan has argued that most adults
are developmentally “in over their heads”
asthey wrestle with complex challenges of
modern life such as relationships, parent-
ing, and leadership.'® I would add that phi-
lanthropy is one of those areas where the
challenges before us—so-called “wicked”
problems such as poverty, social injustice,
and environmental sustainability—beckon
us to think in increasingly complex ways.*
In fact, I can think of nothing more fitting
to foster development than the calling to
make a difference—anyone serious about
social change will soon find him- or herself
changed in the process. Herein lies the
potential for a paradigm shift for the non-
profit sector: a focus on the developmental
growth of donors.

Traditionally, the term donor devel-
opment has been used to describe the
process of cultivating donors toward
increased engagement and, ultimately,
larger gifts. However, the line of schol-
arship described in this article suggests
that, instead, donor development could
be understood as a process of helping
donors to think about their philanthropy
in increasingly complex ways—and, in
so doing, help donors to slowly con-
struct an increasingly complex mental
map. In short, the role of the nonprofit
leader can be as much about scaffolding
the growth of how the donor thinks in
regard to wicked problems as it is about
securing financial gifts. Supporting the
growth of donors is a long-term commit-
ment, similar to the commitment many
nonprofit organizations make to their
clients. And, I would argue, it can be just
as sacred a relationship.
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Third, if donors have a develop-
mental-growth process, then so too do
nonprofit staff and volunteers. Leaders,
therefore, might take into consideration
the developmental-growth trajectories
of the various stakeholders involved,
especially when conflict arises. Indeed,
as we explore further, we may find that
the success or failure of a social change
initiative lies in the nexus of these mul-
tiple growth trajectories.

A New Narrative for the Work

of the Nonprofit Sector

A dominant narrative in the nonprofit
sector is that donors help clients. Donors
give and clients grow, or so the story goes.
Research using developmental theory to
make sense of the nonprofit sector sug-
gests an alternative perspective.'® To sum-
marize, the nonprofit sector is fraught with
wicked problems: poverty, injustice, and
the environmental crises we face are just
a few of the areas where, collectively, we
are in over our heads. We are continuously
bumping up against the edges of our think-
ing, and as we gather courage, we recog-
nize where our current ways of thinking
are ineffective in helping us to resolve the
complex challenges. Rising to the chal-
lenge means expanding not just what we
think but also how we think. Instead of just
the client growing, it is also we who must
grow: we the donors; we the volunteers;
we the staff and leaders of nonprofits; and,
yes, even we the researchers. In short,
it is time for a broader narrative. Let us
acknowledge and engage with the highly
complex process of growth happening for
donors and, indeed, for everyone involved.
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FELLOW PHILANTHROPIST RECENTLY

confided to me that he’s never

sure if his philanthropic

dollars are making a differ-
ence. “Sometimes it feels like it’s all going
down the drain,” he said. While he has
continually received from his grantees
metrics, benchmarks, and data about
how his dollars are being put to good use,
he mused, “If I've really made such a big
difference, why do there never seem to
be any sustainable solutions?”

Maybe the desperation for return on
investment would be lessened if we phi-
lanthropists spent more time away from
our Ivory Towers and more time with the
end users of our dollars, getting to know
their challenges.

Why Are So Many Philanthropists
Removed from the Challenges

They Wish to Address?

A philanthropist myself, I've observed
that most major philanthropists are elit-
ists—cut off from the majority of society,
including the very populations their lar-
gesse is designed to serve. Extremely
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Why Every Philanthropist
Should Be Active on Twitter

by Jay Ruderman

When philanthropists act at a remove, it often results in the very people that they

wish to help gaining little benefit from services that, after all, their target populations

had no say in developing. An easy way to connect is to become active on Twitter.

wealthy people too often only associate
with others in their financial and social
class. But, like all things worth doing,
philanthropy requires getting your hands
dirty. A good starting point would be for
the philanthropist to interact with real
people and causes via Twitter.

Twitter is a quick and easy way to
access and remain accessible to those
we serve. All too often, philanthropists
are disconnected from their target
populations; and it doesn’t help that, in
addition, when they interact with the
organizations they support, philanthro-
pists tend to work through the CEO,
who may also be disconnected from
the target populations. The CEO may
be elitist him- or herself, or enamored
of the wealth and status of the philan-
thropist. Moreover, NGOs actively court
the support of major philanthropists,
and often tell them what they want to
hear for fear of appearing to be failing
or departing from their focus on the phi-
lanthropist’s desired approach.

Some philanthropists retreat from
society because, as they complain,

they're constantly being hit up for their
time and money. As a private person
myself, I can relate to this grumble. While
enthusiastic interest from the public can
indeed be trying and time consuming,
it’s a poor excuse for withdrawing. Like
other forms of celebrity, wealth comes
with a price.

Because philanthropists are often so
far removed from the people they are
trying to help, they often push for initia-
tives that make little sense and, conse-
quently, have little impact. They see their
wealth as proof of competence, insulating
themselves from the scrutiny of the staff,
other stakeholders, and the end users.

The end result of this elitism is that
frequently the very people philanthro-
pists claim to serve gain little benefit
from services that, in addition, they had
no say whatsoever in developing.

Getting closer to the target audience
is not only sound philanthropy; I'd argue
it’s morally obligatory. Philanthropists
have the responsibility to be more con-
nected to the people they are seeking
to impact, because their philanthropic
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dollars are not wholly their own. Whether
they dispense their donations through
a foundation or a donor-advised fund,
the U.S. government has provided them
with tax benefits in order to advance the
public good. How can they be sure their
dollars are benefiting the public good if
they haven’t spoken to the portion of the
public they intend to assist?
The Ruderman Family Foundation
tries to do the following:
® Remain accessible through Twitter
and other social media outlets. We
respond to people, have conversations
with them, and listen to their ideas and
criticisms. We tell people what we are
doing and want to do. Not only is our
foundation active on Twitter, I'm per-
sonally active. I use it to both broad-
cast and listen. As a result, I am much
closer to the discussion in the commu-
nities I'm trying to influence.
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e Interact reqularly with the people
we want to impact. When, for
example, we try to enhance our
investment in disability inclusion
advocacy, we convene a group of
self-advocates, who share with us
their take on the best solutions. We
involve self-advocates in all aspects
of our work.

Hold major conferences and other
gatherings open to the general public
or target populations. Opening our-
selves to our constituencies in this
way allows people to provide input
vis-a-vis the issues at hand, and keeps
us aware of their real needs so that
we can better align our services.

If we listen more, not just to the pro-

fessionals but also to the people they

rofit

serve, we acknowledge that our giving
is not about us or our generosity; it’s
about the people we ultimately try to
help. And we just might find that our
philanthropy is making a bigger differ-
ence than we ever imagined.

JAY RUDERMAN is president of the Ruder-
man Family Foundation, which focuses on
the inclusion of people with disabilities in
our society. He also serves on the Board of
Directors of the Jewish Funders Network,
and is a member of the American Jewish
Joint Distribution Committee’s execu-
tive committee. The foundation is holding
the 2015 Ruderman Inclusion Summit on

November 1 and 2, in Boston.
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S SOCIAL ENTREPRENEURS AROUND
the world create new organiza-
tions to solve emerging public
problems, they do so drawing

on a broad range of organizational forms,

ranging from the traditional nonprofit
form to the classic business corporate
form—and, most recently, a whole host
of hybrid forms located between these
poles. Sometimes, the initial institutional
auspice works well for the entrepreneur,
and constitutes a firm foundation on
which to build the organization. Often,
however, the question of which form to
adopt generates substantial stress inside
the organization, because the reasons one
form would be preferred over another
are not well understood. The complex-
ity of this decision is exacerbated by the
continually blurring distinctions between
for-profit and nonprofit organizations
around the world. For example, more
and more nonprofit organizations are
integrating earned income models—with
sales, revenues, and profits—into their
nonprofit activities. At the same time, the
socially oriented business attempts to
integrate selflessness and social impact
into its for-profit activities.

As more nonprofits behave like busi-
nesses and more businesses uphold
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Toward a Theory

of Sector Selection

by Peter Frumkin and Suzi Sosa

This article presents a framewaork built on foundation theory and early

conceptual models to help the social entrepreneur make an informed decision

about which organizational form best fits his or her undertaking.

social values, it becomes less obvious
why a social entrepreneur would adopt
one structure over another. Indeed, the
characteristics that have historically
described the differences between orga-
nizational types—for example, whether
they have a community-based board or
a board of private owners, or whether
they have primarily volunteers or paid
staff—are not in themselves causal
factors; instead, those differences are
secondary consequences of the decision
to adopt one organizational type over
another. At the same time, even those
distinctions between organizations are
becoming less absolute. Similarly, as
social entrepreneurs seek to enjoy the
best of both worlds, more and more are
looking toward hybrid models, in which
the organization embodies traits of both
traditional for-profit and nonprofit orga-
nizations. This hybrid zone, now occupy-
ing the majority of the social enterprise
spectrum, is extremely ambiguous and
notoriously difficult for social entrepre-
neurs to navigate.

As a result, many new organizations
experiment with their sectoral type, at
various times changing from nonprofit to
for-profit or some type of hybrid model.

These iterations are a drain on resources,

because the changes in organizational
type require reworking several items,
including financial models, partnership
agreements, and operational systems.
Consequently, the choice of which orga-
nizational form is most appropriate for
a given innovation is a critical element
for the maximizing of social and financial
returns.

A fresh focus on the key drivers of
appropriate sector selection would be
valuable both as a diagnostic tool for
assessing choices made by current entre-
preneurs and also as a predictive model
that could explain long-term enterprise
effectiveness and sustainability. Building
on foundation theory and early concep-
tual models, this article addresses the
choice between nonprofit, for-profit, and
hybrid forms, and offers a framework
for deciding which one best suits the
social entrepreneur. Rather than focus-
ing on the factual differences among
organizational forms, our model argues
that sector selection should depend on
three key assessments: the nature of
the social value proposition, the envi-
ronment in which the enterprise will
operate, and the personal traits of the
entrepreneur—each of which points in
part toward a solution to the challenge
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of appropriate selection of organizational
form. The model identifies the possible
outcomes as being one of five discrete
organizational types: the pure nonprofit,
the nonprofit with earned income, the
hybrid, the business with a social
mission, and the pure for-profit organi-
zation. To make this determination, the
model employs a line of questioning that
cumulatively yields a final recommenda-
tion as to which organizational type will
be the best fit for the social entrepreneur.

Existing Literature

The challenge of developing a norma-
tive theory of sector selection for social
entrepreneurs is rooted in an extensive
body of literature that cuts across the
nature of organizational forms to the
drivers of entrepreneurial behavior. For
decades, researchers have sought to
isolate the defining features of nonprofit
organizations while recognizing that the
rise of hybrid forms adds complexity to
the old binary thinking. At the same time,
increasing research has been conducted
on the distinctive traits of different
kinds of entrepreneurs and the conse-
quent impact of personality type on an
organization’s functioning in both the
business and nonprofit sector. However,
none of these attempts at description
and theory building have focused on the
precise issue of sector selection by social
entrepreneurs.

Descriptive Literature on Nonprofit Form

In the first wave of research on nonprofit
organizations, during the 1970s and
’80s, there was a concerted attempt to
determine the distinctive and identify-
ing features of nonprofit organizations.
This work focused on the functional
attributes of nonprofit organizations and
then held these up for comparison with
for-profit and government sector organi-
zations. The goal of scholars like Lester
Salamon, Michael O’Neill, Peter Dobkin
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Hall, Burton Weisbrod, Henry Hansmann,
and others was to isolate the features that
constituted the core identity of nonprofit
organizations. Often this came down to
the nonprofit organization’s nondistri-
bution constraint, private nature, self-
governing/ownerless character, and the
variety of stakeholders asserting claims
over the nonprofits.

Sometimes, the descriptive work
related to nonprofit forms was done in a
comparative format. The most common
approach to this work is a table featuring
nonprofit, business, and government on
one axis, and key traits and attributes on
the other. With a table like that, the differ-
ences across sectors become clear. This
first wave of descriptive research helped
us to understand the attributes of organi-
zations from different sectors, but it pro-
vided no guidance on what might lead to
choosing one form over another. It there-
fore failed to contribute substantially to
anormative theory of sector selection.

The idea of a social enterprise spec-
trum represented a major breakthrough in
descriptive work about the sectors in that
it evolved the traditional sectoral triad
into a more flexible continuum of orga-
nizational types. As defined by J. Gregory
Dees, the social enterprise spectrum runs
from organizations that are entirely com-
mercial, for-profit, and market driven to
those that are entirely charitable, dona-
tive, and voluntary.! By arguing for a
continuum leading from purely philan-
thropic to entirely commercial—and with
amiddle ground full of hybrid forms—the
spectrum usefully defeated the idea that
precise and immutable boundaries sepa-
rated the world of organizational forms.
Entrepreneurs of all kinds will choose
activities and organizations that fit some-
where along this spectrum.

When the idea of a social enterprise
spectrum was first presented, in 1998, it
was a breakthrough concept that chal-
lenged our understanding of the nature

of sectors and the purity of organiza-
tional forms. As the idea has evolved,
the worlds of research and practice
have learned to appreciate the features
of organizations lying on the extremes as
well as the center of the spectrum. Over
the years, the distinguishing character-
istics of nonprofit, for-profit, and hybrid
forms have been delineated frequently in
tables and grids, often contrasting goals,
governance, funding, workforce, culture,
and other dimensions. This descriptive
work has deepened our understanding of
the choices and trade-offs faced by social
entrepreneurs, but it has not provided a
clear set of decision rules that can drive
sector selection.

Theoretical Literature on the

Nonprofit Entrepreneur

In the business world, entrepreneurship
is an old and trusted idea and practice
that has spawned voluminous litera-
ture. Entrepreneurship is an appealing
idea because it speaks to the desire of
many individuals to take control of their
lives and financial futures. Still, defini-
tions continue to vary as to what exactly
an entrepreneur is. The entrepreneur
has variously been defined as a person
who pursues opportunity regardless of
resources currently controlled;? brings
resources, labor, materials, and other
assets into combinations such that their
value is greater than before;® and inno-
vates by developing and applying new
technology.*

The importance of innovation to
entrepreneurship was the critical insight
of Joseph Schumpeter, who defined an
entrepreneur as someone who “revo-
lutionizes the pattern of production by
exploiting an invention or, more gener-
ally, an untried technological possibil-
ity for producing a new commodity or
producing an old one in a new way.””
By linking the idea of entrepreneur-
ship to that of innovation, Schumpeter
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emphasized the creative aspect of enter-
prise formation. He also recognized
that innovation could take many forms,
including product innovation, marketing
innovation, process innovation, and orga-
nizational innovation. The driving force
behind innovation is the entrepreneur
and his impulses. “First of all, there is
the dream and the will to found a private
kingdom, usually, though not necessar-
ily, a dynasty. . . . Then there is the will
to conquer, the impulse to fight, to prove
oneself superior to others, to succeed for
the sake, not of the fruits of success, but
of success itself. . . . Finally, there is the
joy of creating, of getting things done, or
simply exercising one’s energy and inge-
nuity.”® By focusing on the social motiva-
tions of economic activity, Schumpeter
attempted to move beyond the econo-
mist’s usual attraction to explanations
based on rational choice and efficiency
maximization.

As a behavioral phenomenon, entre-
preneurship can quickly become a
highly creative and personal process.
The entrepreneur has an important role
in shaping the new organization, which
often reflects his or her priorities and
visions. How, then, can we understand
the process by which entrepreneurs grav-
itate to different kinds of undertakings
and organizations? The answer is that
entrepreneurs are attracted to endeav-
ors that fit their personalities, skills, and
expertise. Howard Stevenson has argued
that there is a spectrum of entrepreneur-
ial business behavior—one that runs the
gamut from the pure promoter who is
willing to do anything to achieve the
desired result to the trustee who focuses
on the effective use of resources cur-
rently on hand.” While in the past the link
between personality and entrepreneurial
activity centered on different business
fields (manufacturing, retail, profes-
sional services, etc.), we now think more
in terms of entrepreneurship across all
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three societal sectors. Entrepreneur-
ship is now not only part of the business
sector but also a prominent component
of the public sector, where policy entre-
preneurs drive ideas from conception
through legislation. Social entrepreneur-
ship has been equated with the pursuit
of important missions and purposes. It
is the driving force behind the entry of
a new generation of people attracted to
doing good.

Entrepreneurship has emerged as a
critical mover and shaper of nonprofit
ideas and programs. Driving this process
has been a generation of nonprofit
entrepreneurs who have approached
their work with open minds about non-
profit financing and mission definition.
Instead of looking at the guidelines of
government funders or at the demands
of certain constituencies, this new
group has started asking questions:
What interests me? Where do I best fit?
Because theories of entrepreneurship
are essentially behavioral ones, there are
attempts to develop detailed frameworks
and typologies that help us organize the
range of possible answers to these kinds
of questions.

One of the earliest attempts to develop
atheory of social entrepreneurship rests
on a typology of personalities within the
nonprofit world: Dennis Young’s models
of entrepreneurs and nonprofit moti-
vations.? His models of entrepreneurs
are best thought of as “pure types.” (In
reality, many people will represent some
combination of the various traits and
motivations in Young’s pure types.) A
first type, the artist, is attracted to non-
profits by the promise of finding a place
where his or her own creative energies
can be translated into organizational and
programmatic reality, and the need to
create, nurture, and watch organizations
grow can be fulfilled. The professional is
more discipline bound and will seek to
implement the latest insights and ideas

in the field. The believer is an entrepre-
neur who has a strong commitment to a
cause and formulates his or her plans to
advance a particular moral, political, or
social cause. The searcher is out to prove
him- or herself, to find a niche, and to
escape his or her current employment
in pursuit of recognition and a clearer
sense of identity. The independent enters
the sector to find autonomy instead of
working under others, to be the boss who
calls the shots, and to avoid shared deci-
sion making. The conserver is a loyalist
who is animated by a desire to preserve
an organization’s character and heritage.
Finally, according to Young, the power
seeker is drawn to nonprofit work by the
possibility of having authority over other
people, sometimes for the sake of simply
having control over others, sometimes to
reap financial rewards.

To build a theory around these pure
types, Young goes on to describe a two-
part “screening process,” the first of
which filters the various types of entre-
preneurs into different fields of nonprofit
activity. How does this screening or
matching process work? Entrepreneurs
will gravitate to various parts of the
sector depending on four factors: (1) the
intrinsic nature of the services delivered,
(2) the degree of professional control;
(3) the level of industry concentration;
and (4) the social priority of the field.

To understand how this fourfold
screening process within the sector
might operate, consider two different
nonprofit organizations—one a homeless
shelter and the other a major perform-
ing arts organization. Some individuals
will gravitate to shelters because they
want to work in a field where services
are provided directly to clients, profes-
sional standards for service delivery are
far from fixed, many small organizations
populate the field, and the need for the
given services is such that public support
for the work is strong. On the other hand,
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other individuals will be attracted to cre-
ating an independent theater company
because they like the idea of working in a
context where the client is a bit removed
from the daily work of the organization,
standards of artistic excellence are
determined by a small group of opinion
makers, only a few organizations domi-
nate the scene, and public support is not
a major consideration, because work is
directed toward pleasing a small, well-
defined elite group. Obviously, the calling
to create an effective and compassion-
ate shelter is very different from that of
running a professional theater; just as
obviously, believers and searchers are
more likely to apply their entrepreneurial
skills to the delivery of needed social ser-
vices, whereas artists and independents
are better suited to the cultural world.
The goal of behavioral theories of
entrepreneurship is to render these
broad-brush generalizations more con-
crete and consistent by elaborating on
both the motives of the entrepreneur and
the characteristics of the enterprises in
which these entrepreneurs pursue their
work. Beyond a filtering by field, entre-
preneurs will also be screened by the
choice of sector they make. Entrepre-
neurial energies may find expression in
public agencies, business firms, or non-
profits. This second part of the selection
process is driven, according to Young,
by three factors: (1) the desire to realize
income; (2) the level of hierarchy and
bureaucracy that is acceptable; and
(3) orientation toward service. Thus,
for example, another type defined by
Young, controllers (entrepreneurs who
want to maintain control over the enter-
prise), who seek financial gain, are more
likely to gravitate to the business sector,
while searchers are more likely to find
their way to nonprofits. Because much
variation exists across fields within each
sector, and because conditions are con-
stantly changing within fields, ironclad
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predictions cannot be made. A screening
theory based on motives and behavior
gives us a framework for thinking about
the ways in which the matching process
of opportunities with interests takes
place and how skills and motives come
into alignment.

If one accepts the notion that a behav-
ioral theory of social entrepreneurship
involves both a typology of motives and
a matching or screening process that
connects these motives to specific parts
of the organizational landscape, the
challenge then becomes one of clearly
specifying both these critical elements.
While Young’s early model moves in
the right direction, more work is still
needed to define the archetypes of non-
profit motivation and the organizational
channels that direct these impulses. In
particular, a more fully elaborated cross-
sectoral theory of what draws particular
types of people to particular types of
entrepreneurial ventures is still needed,
especially for the critical issue of sector
selection. As mentioned earlier, Young’s
model is rooted in the traditional three-
sector paradigm, but now that boundar-
ies have blurred between nonprofit and
for-profit forms, a new theoretical lens
is needed.

Dees’s work on sector selection pro-
vides a useful starting point for new
theory building. Dees has argued that
sector selection comes down to four
critical considerations: (1) efficiency
of structure and the ability to mobilize
human and financial capital; (2) eco-
nomic robustness and how the form will
fare in the competitive environment; (3)
political viability or the extent to which
goodwill is needed; and (4) the values
of key stakeholders. The problem with
these four drivers is that they leave out
the fundamental insight of Young and
others that the personality and motiva-
tions of the entrepreneur will be critical
to understanding the fateful choice of

organizational form. Our model simpli-
fies and integrates Young’s ideas with
those of Dees, and produces a concise
yet comprehensive predictive model.
Instead of looking at what pulls
donors, staff, and volunteers into non-
profit and voluntary organizations, we
begin to get a picture of what pushes
these individuals toward doing good.
Some may be attracted to socially ori-
ented businesses (like Levi Strauss
or Ben & Jerry’s), while others will be
attracted to commercial nonprofits (like
hospitals). Still others will seek out com-
munity groups that are dedicated to a
particular social cause. It is clear that
social entrepreneurship can and does
occur in all these contexts and many
others. Social entrepreneurs will scan
the environment and select the causes
and organizational forms that best fit
their interests and needs. Understand-
ing not just how they make this choice in
practice but also how they should make
this choice is the challenge of a compel-
ling normative theory of sector selection.

Introduction to the Model

Our normative model for sector selection
rests on three key elements that result
in a recommendation to the social entre-
preneur of one of five organizational
types. As you will learn in greater detail
shortly, these three elements turn out
to be the idea or the nature of the value
proposition; the market or the competi-
tive environment; and the personal traits
or disposition of the entrepreneur. Each
of the three elements in the model rests
on a key question that has three possible
answers—one that leads to a preference
for the for-profit model, another that
leads to a preference for the nonprofit
model, and a third, mixed case. In the
mixed case, the entrepreneur may not
conclusively agree with an answer that
indicates either the for-profit or the non-
profit model and instead may respond
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with “neither” or “both.” The three key
elements of the model are independent of
one another. It is the cumulative result of
deliberating over all three elements that
yields the final recommendation as to
where the organization should lie on the
social enterprise spectrum. For the three
elements with three possible answers
to each underlying question, a total of
twenty-nine unique outcomes are pos-
sible. However, these outcomes can then
be organized into three categories: pure
types, dominant types, and inconclusive
results. There are two pure types—pure
for-profit and pure nonprofit—and two
dominant types—a dominant nonprofit
with an earned-income component and a
dominant for-profit with a social mission.
Cumulative results that do not fall into
one of these categories are labeled
“inconclusive.” Each of these types will
be discussed in further detail.

Identifying the Determining Characteristics
In the total possible universe of deter-
mining characteristics that could be used
to construct a sector selection model,
a surprising number of factors are no
longer relevant because of the blurring
distinction between nonprofit and for-
profit organizations. For example, at one
point, public trust was reserved predomi-
nantly for nonprofit organizations, and as
aresult, most public-serving institutions,
such as schools and hospitals, were non-
profit. Now, new forms of public trust in
for-profits, earned by a respect for effi-
ciency and emphasis on results, mean
that for-profit models for public-serving
institutions are not only possible but
also increasingly popular and effective.
Likewise, profit generation was once
mostly taboo for nonprofit organizations,
which in the past may have minimized
and compartmentalized revenue-gener-
ating activities. Now, earned income is
a hallmark of financial diversification,
and nonprofits nationwide are building
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profitable businesses within their non-
profit organizations.

Similarly, several factors that may be
influential in leading an entrepreneur
toward one organizational type over
another are not in themselves unilaterally
predictive. Though they may lean toward
one organizational type, those factors are
more accurately identified as suggestive
rather than predictive, because they
contain several exceptions in which they
could lean toward the opposite organiza-
tional type. Because of the complexity
of the considerations related to sector
selection, we argue that it should come
relatively late in the enterprise planning
process, after many practical and opera-
tional details have been worked out.

Three Key Assessments

As mentioned earlier, the model we
propose identifies three key assess-
ments that we consider comprehensive
and conclusive: the social value proposi-
tion; the competitive environment, and
traits of the entrepreneur. Though at
first this may appear to be a reductionist
approach, each assessment contains spe-
cific and detailed questions that can be
effectively answered only by an entrepre-
neur with a deep understanding of his or
her idea, a grasp of the market in which
he or she will operate, and a sense of his
or her priorities and motives.

Social Value Proposition

A first step in sorting the options across
the social enterprise spectrum relates to
the idea of a social value proposition. In
trying to assess the best organizational
form through which to pursue value cre-
ation, we argue that a critical judgment
needs to be made about the kind of equity
that will be built. Specifically, this assess-
ment asks: “On what type of equity model
is this idea based?” It presents three
possible answers: social equity, private
equity, or a mixed case. Ideas based on a

social equity model are publicly oriented.
They usually depend on a public percep-
tion of impartiality or substantial con-
tributions of volunteer support for their
realization, and often what is created is a
public good, such as knowledge or clean
air. Furthermore, organizations based on
a social equity model are usually more
dependent on trust or the amount of
goodwill and commitment necessary to
make the product or service attractive to
clients or customers. Trust is essential
when dealing with vulnerable popula-
tions or when the product is controver-
sial and untested.

In contrast, ideas based on a private
equity model are, as the name suggests,
privately oriented. Value is usually con-
centrated, more easily quantifiable, and
convertible into monetary terms. In the
private equity model, value accrues to
one or more private entities and usually
depends on a clearly articulated and
defensible asset, such as an intellectual
property or patent.

Within this key assessment, ideas that
are based on a social equity model are
best served by a nonprofit organization,
thus yielding a nonprofit result. Likewise,
ideas based on a private equity model
are best served by a for-profit organiza-
tion, thus yielding a for-profit result. If
the social entrepreneur cannot defini-
tively affirm either equity model, then
this assessment is ruled a mixed case. To
effectively answer the question of which
equity model is in play, the social entre-
preneur must first have a clearly articu-
lated concept. Is it a product, service, or
program? How will it yield results? What
differentiates it from others in the space?
The social entrepreneur must understand
which key nonfinancial components are
critical for success.

Competitive Environment

The second driver of sector selection
relates to the nature of the competitive
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environment. Specifically, it asks: “What
are the human and financial resources
needed?” The main assessment relates
to the presence or absence of paying cus-
tomers. Fairly assessing who, if anyone,
will pay for the product or service being
proposed is a critical step toward appro-
priate sector selection. In cases where a
prospective consumer will not be able to
afford the service or product being devel-
oped, afocus on philanthropic inputs may
drive selection of the nonprofit model. In
instances where a large group of custom-
ers are ready and able to pay for a product
or service, the entrepreneur may well be
advised to form a for-profit firm. And, of
course, there will be mixed cases where
some customers will be ready and able to
pay while others will not.

This category of assessment presents
three possible answers: a direct-payer
model, a third-party-payer model, or a
mixed case. In the direct-payer model,
customers are available who are not
only willing but also able to pay for the
product or service. As aresult, there is a
direct flow of funds from the customers
to the organization. In the third-party-
payer model, there either are no custom-
ers or the customers are not able to pay
for the program or service. In the latter
case, a third-party payer is required to
subsidize or fund the product or service
provided by the organization. The third-
party-payer model is also one that often
relies on large numbers of unpaid part-
ners or volunteers for the viability of its
financial model.

Direct-payer models are best served
by a for-profit organization, and if the
market context relies on a direct-payer
model, then the answer for this assess-
ment is “for-profit.” In contrast, third-
party-payer models are best served by
a nonprofit organization, and would
yield a nonprofit result. If the model is
not clearly direct payer or third-party
payer, then the result would be the mixed

68 THE NONPROFIT QUARTERLY

case. To effectively answer the questions
related to this assessment, the social
entrepreneur must understand the type
of pricing model he or she will deploy,
which in turn is usually dependent on a
keen understanding of the competitive
landscape, including the types of clients
and/or customers, their ability to pay, and
what other organizations are charging for
similar products, services, or programs.
Several suggestive factors related
to the market context should be noted
for this discussion. Taken alone, these
factors are not predictive and therefore
are not incorporated in the sector selec-
tion model; however, they can be used
in a secondary process for refinement of
position along the social enterprise spec-
trum. For example, one set of suggestive
factors relates to the amount and type
of start-up capital required. If the entre-
preneur is pursuing an idea that requires
large volumes of highly flexible capital,
he or she is most likely best served by a
for-profit organization that benefits from
a greater variety of and accessibility to
capital than nonprofit organizations.

Traits of the Entrepreneur

A final driver comes down to the personal
traits of the social entrepreneur. Choos-
ing among nonprofit, hybrid, and for-
profit forms depends to a certain extent
on the personality of the entrepreneur,
who will be doing the bulk of the work—
at least at the outset—of translating
vision to reality. All social entrepreneurs
have deep-seated beliefs and behaviors
that affect their success in the context
of different organizational models. A
key trait of the entrepreneur is his or her
inclination toward acquisition versus dis-
tribution. This assessment asks whether
the entrepreneur prefers a distributive
or an acquisitive approach to value cre-
ation. To successfully evaluate this cat-
egory, the social entrepreneur must be
clear about how he or she believes value

creation through the organization can
be maximized. A fundamental personal
orientation toward self is different from
one that is other-oriented and committed
to redistribution.

In the distributive approach, value,
power, and wealth are shared among
a large number of stakeholders. In the
acquisitive approach, value, power, and
wealth are centralized among a smaller
number of private individuals. The prefer-
ence for one approach over the other has
substantial consequences for ownership,
decision making, and personal ambition.
For example, in the distributive model,
ownership is absent or diffuse—and, as
a result, decision making is, too. In the
distributive model, the opportunities for
the social entrepreneur to accumulate
personal wealth are limited. Under an
acquisitive model, ownership and deci-
sion-making authority are retained along
with the possibility of personal wealth
accumulation.

Entrepreneurs who are motivated by
the distributive model will be best served
by a nonprofit organization. Those who
are motivated by an acquisitive model
will be best served by a for-profit orga-
nization. And, those for whom neither
choice is a good fit will fall into the
mixed case.

Taken together, these three assess-
ments related to the nature of the social
value proposition, the conditions in the
competitive environment, and the traits
of the entrepreneur constitute the foun-
dation of our normative theory of sector
selection.

Applying the Model

Because each assessment directs the
entrepreneur toward one of the three
outcomes, the cumulative result of all
three assessments yields the final result.
The cumulative answers to the set of three
assessments will indicate that the entre-
preneur should select one of five possible
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organizational types. As described earlier,
there are two pure types (pure nonprofit
and pure for-profit), two dominant types
(nonprofit with earned income and for-
profit with social mission), and two incon-
clusive results (the pure hybrid form and
a generic inconclusive result). A visual
representation of the three assessments
and the social enterprise spectrum is pre-
sented in the graphic below.

The methodology used to translate
the answers to each assessment into a
category recommendation for an orga-
nization can be easily understood by
ascribing a simple scoring system to the
answers. For example, answers pointing
to the for-profit result can be signaled
with a “1,” those pointing to the nonprofit
result, a “~1,” and those pointing to the
mixed case, a “0.” Using this scoring
system, we can catalog the possible
outcomes in sets of three numbers. For
example, if the entrepreneur responded
to each question with the for-profit
answer, then the solution set would be
(1, 1, 1). Likewise, if the entrepreneur
answered each question with the non-
profit answer, then the solution set would

be (-1, -1, -1). Finally, three mixed-case
results would yield (0, 0, 0). These three
examples illustrate the pure types.

The dominant cases are those in which
two of the three answers are for one type,
suchas (1, 1,0),(1,1,-1), (-1,0,-1), and
(-1, 1, -1). There are eighteen dominant
cases. The nonprofit-dominant cases
are interpreted to yield a “nonprofit with
earned income” enterprise type, and the
for-profit dominant cases are interpreted
as a “business with social mission” enter-
prise type. The dominant mixed cases are
interpreted as hybrids.

The third set of cases represents
inconclusive results. The (0, 0, 0) result,
in which the entrepreneur’s answers
are mixed for each assessment, points
toward a hybrid model; however, due
to the answers’ inherent ambiguity
(they could be interpreted as neither
or both), the pure mixed case does not
clearly point to an organizational type.
Instead, the (0, 0, 0) result is inconclu-

sive. Similarly, in six additional incon-

clusive cases, none of the three factors
is the same—(1, 0, -1), (0, -1, 1), and
so forth. In these cases, the resulting

organization would likely be a hybrid
one that is not functioning optimally
from the standpoint of either sector.
To better understand the implementa-
tion of the normative theory, we present
case studies for the five main organiza-
tional types—pure nonprofit, pure for-
profit, dominant nonprofit, dominant
for-profit, and hybrid/inconclusive.
These case studies illustrate how the
answers to each assessment can predict
apreferred organizational type.

Pure Types

Pure Nonprofit: Salvation Army

The Salvation Army began in 1865, when
its founder, a London minister named
William Booth, decided to step out from
his pulpit and work in the streets among
the poor. Booth’s original intention was
to convert the poor to Christianity and
encourage them to attend local churches;
however, he soon discovered that few
of the churches of the day were eager
to have the poor share pews with their
regular congregants. So Booth founded
a church aimed at meeting the needs of
the London poor. The Salvation Army
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now operates churches or citadels in
one hundred and twenty-six countries
around the world, and links traditional
religious services to vast outreach efforts
aimed at helping those in need. It has a
revenue of $4.3 billion, and works with
some thirty million people. Even though
the Salvation Army’s worldwide scope is
immense, it continues to grow strategi-
cally, focusing on a mix of programmatic
activities that varies from location to
location, depending on local needs. The
ability of the Salvation Army to draw
from its diverse portfolio of tested pro-
grams and initiatives allows it to adapt
to the shifting roles it is called to play
in locations around the world. Among
its distinctive features are its ability to
motivate and inspire its workers, its reli-
ance on a hierarchical governance model
grounded in ranks, and its reliance on
over three million volunteers.

The Salvation Army looks and
behaves like a traditional nonprofit
because its fundamental mission is the
creation of social benefits, particularly
for the economically disadvantaged.
While it is financially successful, it mea-
sures its impact in terms of the amount of
good it does in the world. When it comes
to the environment in which it operates,
the Salvation Army depends heavily on
third-party payers, be they government
agencies providing contracts for the pro-
vision of human services or individuals
who drop coins in the holiday kettles.
Finally, if one looks back at the motives
of the founder, the driving forces were
Booth’s desire to help others and to
deliver on a vision of social redistribu-
tion that focuses on meeting the needs
of the poor.

Pure For-Profit: Whole Foods

Formed in 1980 with one small store in
Austin, Texas, Whole Foods is now one of
the world leaders in natural and organic
foods, operating more than 410 stores
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in Canada, the United Kingdom, and the
United States.® The main business model
centers on providing high-quality natural
and organic foods, maintaining high
quality standards, and remaining true
to the idea of sustainable agriculture.
Whole Foods’ mission comes down to
three main elements, which became the
company’s motto: “Whole Foods, Whole
People, Whole Planet.” As described
on the website, by “whole foods” the
company means engaging in a continu-
ous search for “the highest quality, least
processed, most flavorful and natural
foods possible because we believe that
food in its purest state—unadulterated
by artificial additives, sweeteners, col-
orings and preservatives—is the best
tasting and most nutritious food there
is.” The second element relates to the
quality of the people who are employed
by the company: “Our people are our
company. They are passionate about
healthy food and a healthy planet. They
take full advantage of our decentralized,
self-directed team culture and create a
respectful workplace where people are
treated fairly and are highly motivated
to succeed.” The final element relates to
sustainability and the environment: “We
are committed to helping take care of the
world around us, and our active support
of organic farming and sustainable agri-
culture helps protect our planet.”

While commendable in its humanistic
and environmental goals and thinking,
Whole Foods is a for-profit through and
through. It competes aggressively with
other grocery chains and it generates
profits for its shareholders. It also meets
all three definitive characteristics of the
for-profit type: first, it focuses on build-
ing private financial equity for its share-
holders; second, the company depends
on paying customers to grow and thrive;
and third, cofounder and CEO John
Mackey’s vision was more acquisitive
than redistributive—and, lately, he has

come into the public eye as a prominent
and articulate defender of the libertarian
perspective.

Dominant Types

Dominant Nonprofit: ACCION

As one of the global leaders in the micro-
lending movement, ACCION Interna-
tional gives economically disadvantaged
people “the financial tools they need to
work their way out of poverty.”'° By pro-
viding microloans, business training, and
other financial services to economically
disadvantaged men and women who start
their own businesses, ACCION strives to
bring up to date the goal embodied by the
proverb, “Give a man a fish and you feed
him for a day. Teach a man to fish and you
feed him for a lifetime.” ACCION defines
itself as pursuing “a vision in which all
people have access to a range of high-
quality financial services that enhance
their economic potential and the quality
of their lives.” To do so, it engages in a
range of programmatic activities and
has reached close to four million people
to date. ACCION’s work includes part-
nerships with twenty-nine microfinance
institutions (MFIs), NGOs, and commer-
cial banks across North America, Latin
America, the Caribbean, Africa, and Asia.
ACCION assists its partners in develop-
ing and delivering financial services for
the disadvantaged. Technical assistance
and management services are offered to
help these organizations “launch, trans-
form and expand their microfinance pro-
grams.” ACCION also offers “training and
education on the microfinance process,
to build staff capacity and better position
MFTIs to achieve their social and financial
goals.” Because a microfinance program
“requires advances in risk management,
service delivery to remote areas and
technology,” ACCION “pilots new micro-
finance products and processes in ‘Inno-
vation Labs.”” And, ACCION provides
“equity financing and loan guarantees to
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institutions. These funds enable institu-
tions to invest in resources such as better
core-banking systems and more branches
to improve services and increase reach.”

While ACCION is a nonprofit orga-
nization, it has some of the elements
of a for-profit entity. It is focused not
on giving money away but rather on
supporting programs that lend funds
that are repaid with interest. Its metrics
are largely social, yet it does measure
repayment rates and track returns. Its
payers are third-party donors, yet it
recirculates funds that its clients pay
back into the organization. The main
entrepreneurial drive is clearly redis-
tributive. This is likely the factor that
tilted ACCION to ultimately select the
nonprofit model.

Dominant For-Profit: TOMS Shoes

In 2006, American traveler Blake
Mycoskie befriended children in Argen-
tina and saw that they had no shoes to
protect their feet. Wanting to help, he
created TOMS Shoes—a company that
would match every pair of shoes pur-
chased with a pair of new shoes given
to a child in need, using a model they
call “One for One.” Mycoskie returned
to Argentina with a group of family,
friends, and staff later that year with ten
thousand pairs of shoes, made possible
by TOMS customers. His business has
thrived ever since. As consumers have
embraced TOMS, Mycoskie has been
able to convert sales into philanthropic
donations via shoe drops organized by
the company in Argentina, Ethiopia,
and South Africa. To date, TOMS has
distributed over thirty-five million pairs
of shoes to needy children around the
globe. The shoes that Mycoskie sells to
consumers are priced from $45 to over
$70, though they cost only a fraction of
that to make. Still, the shoes make the
buyer feel good about helping children
around the world, and also represent
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a sign to others that the wearer has a
social conscience.

The equity created by TOMS is both
financial and social in nature. The
company sells millions of dollars worth
of shoes and generates a substantial
margin for its owners. At the same time,
its promise to give away shoes creates
social equity for the poor by providing
them with a way to avoid disease and dis-
comfort, thus helping them get to school
and live fuller lives. The payer is third
party when it comes to the shoes that are
distributed, but at the same time there is
a direct customer base of affluent young
people who find the shoes and message
appealing and are willing to pay for that.
When it comes to Mycoskie’s own entre-
preneurial motives, they, too, are mixed:
he has both a strong commitment to redis-
tribution and an acquisitive desire to build
a strong, valuable company.

Hybrid/Inconclusive

Google.org

Google.org was formed in 2004 by Google
founders Larry Page and Sergey Brin to
pursue Google Inc.’s philanthropic goals.
The original mandate was very broad—
to address climate change, poverty,
and emerging disease—and unlike the
Google Foundation, which was formed
as a traditional grantmaking entity,
Google.org was formed as part of Google
Inc., with the intention of making both
nonprofit grants and for-profit invest-
ments. The sole funding source of Google.
org is equity and profits from Google Inc.,
which pledged 1 percent to Google.org
in addition to in-kind contributions of
employee time and technology resources.
To date, Google.org has deployed more
than $100 million in capital to more than
fifty projects around the globe.

Over the past six years, Google.org
has struggled substantially with its
mission and activities as it has sought
to better leverage its business assets

as well as to more clearly articulate
its unique philanthropic purpose. For
example, on the Google.org website,
a program update reads: “When we
reviewed our progress in early 2009, it
became clear that while our partners
were doing excellent work with our
grant funding, we could do more to
effectively use Google’s engineering
talent by focusing on the technical con-
tributions we could make. We shifted
our focus to engage in engineering proj-
ects. We continue to manage an exist-
ing portfolio of grants and investments
and the Google Foundation.” In these
struggles, we can begin to see the con-
sequences of an indeterminate organi-
zational type. Though located under
the umbrella of the for-profit parent
company, the investments made by
Google.org do not yield private return
and are seen as having primarily social
goals. Thus, the answer to the type of
equity created is a mixed case. Further-
more, questions related to the market
and presence of paying customers and
to the dual approach of grantmaking and
investments also yield a mixed result.
Finally, the motivations of the social
entrepreneurs seem to be torn between
distributive and acquisitive, leading to a
third mixed-case response.

The pathways to organizational form
selection for each of the preceding five
cases can be depicted as a series of
choices across the three critical assess-
ments related to the idea, market, and
individual/entrepreneur (as the graphic
on the following page demonstrates).

While these cases represent an appli-
cation of our model to mature organiza-
tions, we believe that new entrepreneurs
could use this framework to help answer
the question of initial sector selection
when a long operational history has not
already been defined.
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Asthe organizational landscape becomes
increasingly variegated and filled with
organizations that defy easy classifica-
tion, atheory of sector selection becomes
at once more critical and complicated.
The model we present has the virtue of
bringing together in a succinct and rele-
vant way ideas that have been circulating
in isolation for some time. By focusing
on the nature of the idea at hand, the
competitive landscape surrounding this
idea, and the personal disposition and
outlook of the entrepreneur, our model
melds conceptual, environmental, and
psychological considerations. At the
same time, by anchoring those aspects
in a diagnostic framework, it presents
a preliminary tool that can be used by
early-stage social entrepreneurs to make
an informed decision about organiza-
tional type, evolving beyond ambiguous
preferences to a theory rooted in critical
distinctions and clear advantages of one
choice over another.
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