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Welcome

ELCOME TO THE SPRING 2007 ISSUE OF

the Nonprofit Quarterly, on the reali-

ties of nonprofit finance. When we last

addressed this topic we had firmly

established that there indeed are signif-
icant differences between the finances of nonprofits
and businesses. In this issue we look at more of the
patterns and variables which are powerful determinants in nonprofit finance, but
are often unrecognized by managers.

The first article in this cluster is on a topic we have been thinking about for some
time: the function of “slack” in an organization’s budget. It is not unusual to
examine the budget of a nonprofit with an annual expenditure in the tens of mil-
lions and find it completely “house poor;” its overhead kept minimal by the con-
tracts that support it, its facilities deteriorating, and information systems
outmoded. Author Woods Bowman offers you a test to look at your organization’s
level of financial health and agility.

In our interview with Richard Brewstier, executive director of National Center
on Nonprofit Enterprise (NCNE), he discusses, among other things, the variable of
the “transaction costs” that accompany each funding source, walking us through
the impacts of these costs on organizations,

The third piece was one we kept hearing people talk about: that the mix of
funding sources was related to an organization’s size and age. They referred to the
concept as “the U-shaped curve.” After a little investigation we found research that
had been developed by the Bridgespan Group that looked at the budgets of two
types of organizations and found that they tended to start with a few funding
sources, move to many, and then return to a few types as they grew in size. The
authors do not claim that their research is conclusive but propose the model as an
evolutionary pattern that nonprofits may be following.

Of course, there is much more in this issue as well. We have two wonderful
pieces on conflict of interest. A few months ago we asked our readers to send us
their conflict of interest policy statements and an indication of how they were
approaching the topic with their boards and within their organizations. Did they
Jjust have the policy and have board members sign-off or was the discussion more
active than that? Mel Gill, a researcher from Canada had just finished a study of
his own on this topic and volunteered to make sense of the reams of material we
got back from you. Rick Coher, our national correspondent also contributed to
this topic with a survey of nonprofit conflicts in the news: sordid but informative.
As Mel comments, there is a large grey area in this one, but when you slip over to
the dark side and are exposed, you must certainly wish you'd stayed out of the
shadows.
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ETHICS

ear Nonprofit Ethicist,

One day I was sitting at my

desk when I overheard a

coworker who had pumped

up at a gas station which only
charged him 31 cents a gallon for
suprerme gasoline. Mind you, I never get
supreme gasoline. However, 31 cents a
gallon was too good for me to pass up. 1
was on empiy and about to do my
errands for the day, so I figured why not
go check it out and if it’s still marked
wrong, yep—I was going to take advan-
tage of the situation.

Sure enough, I got 11.5 gallons of gas
for just $3.71. We were lectured for
stealing by the president of the
company. Those of us who did not
confess our “theft” from a small busi-
ness owner were terminated, and those
of us who did confess were charged the
full amount of fuel, suspended for three
days, were not allowed to submit for
promotion or raises for a year, and were
required to write an essay as to why we
wanted to continue our employment at
the company and why what we did was
wrong.

Honestly, I didn't think of this as
stealing. I associated my behavior for
gelling cheap gas as a shopper would at
Sears who found a shirt that was incor-
rectly priced at $5 instead of $50. I
would have bought plenty and told my
friends, unfortunately the same as I did
for the gasoline,

4 THE NONPROFIT QUARTERLY

The Nonprofit Ethicist

by Woods Bowman

Now I submit to you my question:
Was my behavior unethical or techni-
cally ok? It wasn’t against the law. They
incorrectly priced the pump and are
required to uphold the price by law,
correct? Please advise,

—OQpportunist

Dear Opportunist,

This is a gag, vight? Of course il’s
wrong. Lel’s try this shoe on the other
Sfoot. Suppose your employer made a
mistake in your paycheck and moved
the decimal point one position to the
left. You looked at it, but because the
first few numbers werve right, you
didn't notice. You deposited it to your
account through an ATM—keying in
the aniount you expected in your pay-

Let’s try this shoe on the other
foot. Suppose your employer
made a mistake in your paycheck
and moved the decimal point

one position to the left.

check. You became aware of the
mistake when your bank sent you an
adjustment letter indicating that you
had deposited 10 percent of the
amount you thought you had. You go

to your employer Lo rectify the problem
and he says, “Too bad, you cashed the
check.” (By the way, under jederal law
your employer has to make good, but
assume he doesn’t kmow that.) How
would you feel? You showld be prowd
to be working for an ovganization that
lives its ethics so emphotically.

Dear Nonprofit Ethicist,

In my agency's first-ever experience
with an online charity auction, one of
the items was a romantic weekend at a
chichi bed and breakfast on an exclu-
sive local lake. The package included a
candlelight dinner at a local restaurant.
The son of our executive bid and won
the package and immediately started
negotiating the details with his mother.
He wanted a different (and more expen-
sive) weekend and he wanted dinner at
a different (and more expensive)
restaurant—all without paying any
additional. Long story short—she caved
to his whining. She originally told the
staff that she would pay for the differ-
ence herself since it was her son, but
after the event I learned that she
decided that the organization should
pay. She based this decision on her
research on what the package as it
finally was structured would have cost
against the amount her son had bid.
Sure, we still made some money, but, I
feel like our director missed the point.
entirely. When [ tried to reason with her
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Doing “the Right Thing:”
Serving Immigrants
Dear Nonprofit Ethicist,
What are the ethical and moral obli-
gations of nonprofits to serve people
who have entered the U.S. as undoc-
umented immigrants? Many nonprof-
its will not be reimbursed by funding
sources—public or foundation—for
undocumented immigrants. So when
a child is a citizen but its parents are
undocumented immigrants, is an
organization obligated to serve the
whole family or is it all right to serve
just the child?

—Wanting to do the Right Thing

Dear Wanting,

The Ethicist has been waiting for this
one. If he could award a prize for
raising the most important ethical
question to confront the nonprofit
sector since the civil rights move-
ment of the 1960s, he would give il to
you. Not every nonprofit works with
inomigrants, but those that do are on
the ethical frontier of today. It is a
short step from your issue to
churches providing sanctuary to
inaigrants trying to avoid deporta-
tion, and to foundations struggling to
cope with anti-terrorism Laws.
Permit me to raise the broader ques-
tion of what is the proper response (o
an unjust law? The answer is both
simple and complicated.

First, the stmple part: the reason
we have nonprafit ovganizations is to
serve the public inlerest, and they
have an ethical obligation to follow

When I tried to reason with her about
the ethics of her actions, she would
hear none of it.

This is really bugging me. I believe
she owes the agency $175, which is the
difference between the originally
offered and the final package. What do
you think?

—Upset.
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their mission whevever il leads. If it
leads to conflict with eivil law, then
an organization needs to take time
out for a values check. Precisely what
is its misston? How does he law
compromise its mission? Is it a just
laaw? If, like Jim Crow loaws, a law is
unjust, an organization has an
ethical obligation to do something
about it. A litmaus test for determin-
ing whether a law is unjust is
whether it compromises a political
principle that is enshrined in one of
our founding documents (e.g., “all
men are created equal”).

Now, life gets complicated. There
are many possible courses of action
beginning with advocacy and
extending to civil disobedience. Non-
profit organizations do not do
enough advocacy or public education
these days, but let us focus on two
poinls on this continyum: your ques-
tion of providing services in the
absence of reiimbursement and, the
toughest ethical issue of all, ¢ivil dis-
obedience.

Only you can answer the ques-
tions posed above, but it sounds as if
you think the law is unjustly interfer-
ing with your ability to carry out
your mission. If the issue is just one
of money, then by all means, your
organization has an obligation to
provide service and to redouble
efforts to raise the necessary funds.
But these efforts might be unsuccess-
Sful, so it is firslt necessary to ask
whether the organization is acting in
the best interests of all the people it

Dear Upset,

Back up. It is customary for organiza-
tions to exclude staff members and
their fumilies from games of chance
and auctions. Such a policy reassures
participants that the oulcome will be
on the up-and-up. In ethical matters,
appearances matter. Moving on: if the

CEO said she would pay for it out qf

serves? Educate your constituency
about the possibility of short-term
adverse consequences and mobilize
them in support of your policy of
long-term reforni.

The question of whether to obey
an unjust law has been the subject of
mareh writing since Thoreau'’s
Jamous 1849 essay. Dr. Martin
Luther King, Jv. wrote “I [am] con-
vineced that noncooperation with evil
is as mauch a moral obligation as is
cooperation with good. " This column
has space for only a brief elabora-
tion.

Civil disobedience is a last resort.
Even if a loaw 15 unjust, proceed with
caution, because respect for the low
is (or should be) enshrined in all
codes of ethics. One should consider:
Are theve alternatives? Have they
been tried? Why not try them first?

Obviously, repealing immigra-
titon laws would leave a policy
vacuun, so it is incumbent on those
who disagree with curvent immigra-
tion laavs to fashion a just alierna-
tive that a majority can embrace. Dr.
Muortin Luther King, Jr. understood
this and articulated his vision in
nuwmerons speeches and letters.

As in the case of all ethical
choices, one nust openly acknowl-
edge one's actions, vocally defend
them, and then acecept the conse-
quences—knowing that they are
likely to be unpleasunt. People will-
ingly went to jail for civil rights.
With hindsight, a rap sheet from that
era is a badge of honor.

her own pocket, she should pay for it.
That was the basis on which decisions
were made. After-the-fact “research”
and rationalizing doesn’'t cut it.

Dear Nonprofit Ethicist,

An elderly donor, who had a long-term
relationship with the organization, was
targeted as a potential planned gift

THE NONPROFIT QUARTERLY 5




prospect. The goal was to interest him
in donating his very expensive home
(valued at $3.5 million) as part of a
bequest to benefit the regional office,
The donor was indeed interested and a
cultivation process began where I had
the lead responsibility. He was particu-
larly interested in seeing the funds
benefit the state wherein he resided.

On most of the initial visits the pres-
ident of the organization accompanied
me, and then in the latter ones I became
quite close to the donor and conducted
regular visits independently. All
seemed fine until the final closing of the
donation. With the president from the
national office present, the donor
explicitly asked me to assure him that
the gift would be to benefit his home
state. [ assured him this was my under-
standing and promised his intent would
be honored.

Upon leaving, the president was
furious with me, saying that he
intended the gift to go to the general
endowment of the organization and not
to make grants within that particular
state as we had been communicating to
the donor throughout the cultivation
process. I was stunned and said that
was not my understanding. The end
result was that the gift did indeed go to
the endowment with very vague
wording that the specific state would be
served. I know enough about these
kinds of transactions to know that the
language should have indicated that the
funds were limited to use in that state.
The donor, based upon my assurance
that day, signed the documents my
organization prepared.

The donor is in very poor health, and
Thave had a close relationship with him
for the past seven years. Every time we
have discussed his gift subsequent to
that meeting he seems to be quite
pleased that he has left a legacy for his
state. | struggled with the option of
revealing this to him but eventually
decided not to as il seemed to be a way
of destroying the joy he had in making
this gift. I was unsuccessful in having
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the language revised to honor his
intent. What could I or should I have
done in this situation? I've subsequently
resighed from this position, as I did not
feel confident that T could assure
donors their intentions would be
honored. Nevertheless, this experience
has continued to bother me and I'd
appreciate your observation on the
appropriate action fundraising profes-
sionals should take should they be con-
fronted with this situation. Thank you.

—Regretful

Dear Regretful,

The Ethicist’s Rule #14A: Never
promise anything that is not in your
power to deliver. When the donor
explicitly asked you to assure im that
the gift would be to benefit his home
state, you should have referved the
quesiion to the president from the
national office who was present ai the
closing. The president was wrongy not
to have jumped in, taken control of the
discussion, and negotialed a mutually
satisfactory agreement. The donor
erved by not getting the organization

The Ethicist's Rule #14A:
Never promise anything that is
not in your power to deliver.

to comamit in writing. (It never ceases
to amaze me that people who work
hard to wmass wealth and manage it
serupuwlousty are willing to turn it
over lo someone else on o handshalke. )
The Ethicist is a proponent of full dis-
closure, but since you have resigned
and the donor did not follow up with
the organization to ask what projects
it actually funded with the money, [
suppose you are off the hook al this
point.

Dear Nonprofit Ethicist,

If a nonprofit operates a grant-funded
care management program and it con-
tracts with for-profit providers to

deliver services to clients, should it ask
its providers to support other activities
of the agency through their direct dona-
tions or indirectly by buying vendor
space at conferences, or paying for a
speaker at an event? Should staff of the
for-profit contractor be asked to serve
on the board or committees of the
agency? Should the for-profit contractor
be treated any differently than the non-
profif contractor?

—Vendor Bender

Dear Vendar Bender,

Treat this for-prafit contractor ke any
other vendor. You need not be shy about
asking it for money, bul keep its repre-
seniatives off your board and commii-
tees. They necessarily have a conflict
of interest.

Woopns BowMAN is Associate Professor
of Public Service Management, DePaul Uni-
versity.

REPRINTS of this article may be ordered
from store.nonprofitquarterly.org, using
code 140101,

Correction

The Maryland Association of Non-
profit Organizations (MANO) noted
some inaccuracies in Rick Cohen's
Winter 2006 article entitled “Gloria
Wise Boys and Girls Club: Implica-
tions of the Scandal” concerning a
reference to MANO'’s review of the
ethical standards of an organization
called CHIMES. MANO points out
that CHIMES had not been certified
as compliant under MANO's Stan-
dards for Excellence program,
MANO had begun a review of a
related organization, the CHIMES
Foundation, which was a member of
MANO, pursuant to MANO's by-laws
after seeing news reports about
CHIMES in the Baltimmore Sun. The
CHIMES Foundation resigned its
membership rather than respond to
MANO’s request for information.
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NONPROFIT UNIVERSE

Dark & Light Matters in
the Nonprofit Universe

by Jon Pratt

Getting the
Numbers Right

T IS WIDELY ACCEPTED THAT 83 PERCENT OF Unllke Virtua]l)f any
the mass of the universe consists of dark
matter—galaxies that create gravitational — gthey industry in
fields but are invisible to astronomers and
astronauts.In the nonprofit world, the invis-  the United St ates,
ible dark matter consists of the smaller organi-
zations underneath the radar of researchersand  pon pro fit
the IRS—informal, unincorporated, so small
they are not required to file IRS forms—as well organizations lack
as the 350,000" religious congregations exempt
from filing requirements. How many are there?  raliable or tim E‘l}'
The number is currently unknown but will soon
become more knowable. access to economic
Unlike virtually other industry in the
United States, non organizatic ac i performance
able or timely access to economic performance
information. While the Departments of Com-  information.
merce, Agriculture, and Labor collect statistics
¢ industries, the economic activity of
nonprofit organizations is tracked once a year
through IRS Form 990, filed four and a half
months after the end of the fiscal year and tab-
ulated on a national level a year or two later.

JoN PraTT is the Executive Direclor of the Minnesota
Council of Nonprofits and Contributing Editor to the

Nony

U A e Y e e AR DN RS SRR  OPTICAL: NASA/ESA/STSCI/ASU/).HESTER & P.SCOWEN) THE NONPROFIT QUARTERLY 9




These 546,200

nonfilers represent

the unknown matter.

The new Nonprofit Almanac 2007 prepared
by the National Center for Charitable Statistics
at the Urban Institute and based largely on IRS
Form 990 filings, provides a comprehensive
update on the scale and scope of the nonprofit
sector, including these facts:

e In 2004 the United States had 1,413,708
official tax-exempt nonprofits,* one organization
for every 214 Americans, a ratio both higher and
lower than some expected.

» These organizations had revenues of
$1.4 trillion and assets of $3.0 trillion.*

» Among the total, 845,233 were IRS Code
501(c)(3) public charities, and 103,380 were
501(c)(3) private foundations.

» 546,200 (64%) of the 845,233 recognized
public charities do not report to the IRS, leaving
299,033 “active filers.”

These 546,200 nonfilers represent the
unknown matter, No one knows how many are
still active or whether they did much after receiv-
ing their 501(c)(3) letters from the IRS. (The July
1, 2006, fee increase for filing the Form 1023
application—which costs most organizations
between $500 and $750—may decrease the

number of hopeful-but-never-quite-airborne
organizations—more about this below).

These numbers, however, create a lopsided
impression. The concept of the nonprofit sector,
in which a disparate group of organizations
(from food pantries to Harvard University) are
described as occupying the same section of the
economy, sharing a common set of tax exemp-
tions and Tocquevillian social capital-building
relationships can be deceptive. Hospitals, for
example, account for 60 percent of the total
financial activity of the nonprofit sector.® And,
while combining the small with the large is a
proven strategy in government relations, espe-
cially when demonstrating the negative effects
and costs of government regulation, it can be a
poor gauge to measure the standing of one’s own
nonprofit relative to others.

Sometimes a single sentence will combine
descriptions of local food pantries and neighbor-
hood organizations with the aggregate numbers:
1.4 million charities, 8.3 percent of all wages and
salaries paid in the United States, and $1.8 tril-
lion in assets.” These figures could lead some
members of the public to conclude that local

pantries and neighborhood organizations must
not be so needy after all.

It is interesting but not particularly useful to
lknow that your organization is one of 1.4 million
organizations with nearly $3 trillion in assets.
Instead, for many boards and managers, the
most useful comparisons are those involving
“similarly situated organizations”: nonprofits
conducting the same kinds of activities, residing
in the same geographic location, and having the
same size and revenue type. (A fool created to
conduct such an analysis was provided in
“Financial Strategy Tools: Cohort Analysis,”
Nonprafit Quarterly, Spring 2006.)

Categorizing the 1.4 million organizations
along these lines indicates the number of counter-
parts that the majority of NPQ readers actually
have: that is the 299,033 social service, commu-
nity, arts and culture, legal, civic, and environ-
mental organizations with more than $25,000 in
annual financial activity. This could be called the
“nonprofit wing” of the nonprofit sector: those
organizations most reliant on charitable contribu-
tions and individual participation and the least
likely to hold their assets in securities.

The Nonprofit Almanac 2007 shows that the
nonprofit sector is continuing to grow and has
posted its “biggest nonprofit ever” in 2004, based
on financial activity with public charities report-
ing $1,050 billion in revenue (up from $763 billion
in 1999 and $538 billion in 1994). As always,
though, averages tend to obscure the picture and
fail to account for the dominance of the largest
organizations (i.e., the light matter).

Shrinking Nonprofit Universe: 2010
The biggest revelation of the true size of the dark
matter is on the horizon: a new federal “Are the
lights still on?” requirement. Organizations are
in the process of being informed of this require-
ment via notices mailed to their last known
address. Every public charity with annual finan-
cial activity of $25,000 or less must now file an
annual notice electronically with the IRS that
discloses the [ollowing:

e the organization’s legal name;

e the organization’s mailing address;

e the organization’s Web site address;

e the organization’s taxpayer identification
number;

It is interesting but
not particularly
useful to know that
your organization is
one of 1.4 million
organizations with
nearly $3 trillion in

assets.
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= the name and address of a principal officer;

= evidence for continuation of the organiza-
tion's exemption from filing Form 990; and,

e upon termination of an organization's oper-
afion, nofice of that termination.

This requirement is effective for tax years that
begin after August 17, 2006. While there are no
monetary penalties for failure to file, if organiza-
tions do not file for three consecutive years, it
will result in revocation of tax-exempt status.

Number of
Organizations  Expenditures
(2004) (in millions)
Reporting 501(c)(3) 299,033 $981,000
public charities
Hospitals and health care— 38,633 $588,299
related nonprofits (60 percent of
(12.9 percent of reporting reporting public
public charities) charities)
Education-related nonprofits 53,074 $150,034
(17.7 percent of reporting (15 percent of reporting
public charities) public charities)
Other reporting public charities 207,326 $242,938
(e.g., social service, community, (25 percent of reporting
arts and culture, legal, civic public charities)
organizations); (69.3 percent of
reporting public charities)
Non-reporting organizations 546,200 Unknown
(with less than 525,000 per year
finandial activity)
All nonprofit organizations 1413708 51,255,000
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There is no question that smaller organizations
represent an important, albeit unknown, share of
nonprofit activity—operating small-scale food
pantries, summer camps, cultural activities, and
neighborhood participation and issue advocacy
groups. They tend to be more fleeting than estab-
lished organizations. Look back 20 years, and
many of the organizations devoted to grassroots
community efforts at that time have disappeared
or become something else.

By May 15, 2010, the deadline of three years
of required reporting for the 546,200 organiza-
tions with less than $25,000 in revenue will have
arrived. If they have not electronically filed their
information by then, the IRS can revoke their tax-

exempt status, ending their ability Lo receive tax-
deductible contributions. But many organiza-
tions may not know their tax-exempt status is
Jjeopardized if the notice to file is sent to an out-
dated address. These organizations may not
learn until years later that their status has been
revoked and that it costs $750 to reapply (assum-
ing the fee doesn't increase by 2010).

Last year a possible foretelling of what might
happen nationally occurred at the state level. In
Minnesota, which has an annual filing require-
ment with the secretary of state, 4,712 organiza-
tions were statutorily dissolved on January 1,
2006. Unfortunately, at least 100 of these organ-
izations were very much alive, with employees,
offices, active boards, and ongoing operations,
The loss of corporate status is serious in itself,
putting corporate immunity in doubt and also
making the organization's name available for
another organization to appropriate,

How many of the half million nonfilers will
survive this cut? If the Minnesota example is any
indication, expect a mass revocation and disrup-
tion in the dark matter of the nonprofit universe.

Changes in the State
of our Finances

Individual donations. The Center on Philan-
thropy at the University of Indiana finds that
individnal giving generally tracks the ups and
downs of the S&P 500. “Fundraisers are report-
ing a fairly stable giving environment,” says
Patrick M. Rooney, director of research for the
Center on Philanthropy, in a press release about
the center’s semiannual “Philanthropic Giving
Index.”” “Nearly 50 percent of fundraisers sur-
veyed reported that the economy was having a
positive impact on giving,” he said. “This is prob-
ably tied to improved stock market conditions.
However, about 30 percent of fundraisers said
the economy was negatively impacting giving,
The result likely will be a year-end giving season
that is similar to last year.”

Nonetheless, in 2006, total year-end individ-
nal donations will be lower than in 20056 due to
the thankful absence of a tsunami- or Katrina-
scale disaster (some have noted that bad news
is always good news in fundraising). Warren
Buffet's highly public commitiment of 85 percent
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of his Berkshire stock to the Gates Foundation
went down as the largest philanthropic gift in
history and generated hopes that other super-
wealthy might follow suit. Unlike other large-
scale donations, which have gone to foundations
or universities, the Buffet gift targeted low-
income individuals mostly outside the United
States.

The field for individual contributions is
crowded and not restricted to charitable organ-
izations. The 2008 presidential and congres-
sional campaigns are already taking shape, and
for the first time the presidential race will reach
the $1-billion level. Political campaigns are
aggressive fundraising efforts, with candidates
fishing in the same stream as public policy,
advocacy, and social change organizations. In
some instances, as reported by the Campaign
Finance Institute, organizations have developed
contribution umbrellas with 501(c)(3),
501(c)(4), PAC, and 527 arms, of which the latter
two are explicitly political instruments that can
raise and distribute funds for charitable or polit-
ical purposes as the need arises,

One long-sought incentive contained in the
Pension Protection Act of 2006 permits individ-
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uals to roll over up to $100,000 from an individ-
ual retirement account directly to a qualifying
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Fedevated Drives: With shifts in the sources
and declines in the real dollar revenue totals of
United Way—a bellweather in terms of feder-
ated drives—there is a perception that the
United Way system is becoming a less reliable
and more variable funder of urban social serv-
ices. Counting an additional $26 million raised
for Katrina-related relief, the aggregate
fundraising of United Way campaigns reached
$3.96 billion in 2005-2006, up from $3.15 billion
in 1995-1996, but a net reduction over the
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Legislatures are
hearing more
demands that they
address education,
transit, health care,
and rising higher-
education costs and
are more receptive to
tax increases as part

of the response.
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decade corrected for inflation.® Even without the
Katrina funds included, United Way total rev-
enues raised from all sources for current year
support rose by nearly 3 percent between the
2003-2004 and 2005-2006 campaigns. Excluding
major gifts, planned giving, corporate sponsor-
ships, initiative giving, and government, grants,
the increase was much more modest, 2 bit under
1 percent.’ But focusing more closely on the
workplace giving component—the United Way's
traditional source—this accounted for well
under half of total revenues amounting to $1.7
billion during its 2004-2005 season, significantly
below $1.96 billion in the 2001-2002 campaign
season.' Participation rates of employees of
companies with United Way campaigns have
declined from 35 percent in 2000 to 20 percent
in 2005." The United Way is increasingly seeing
its biggest fundraising growth in high-net worth
individuals and corporate and institutional
donors, reflected in its reported 410 percent
increase in major gifts and 39.5 percent increase
in corporate sponsorship revenues between
2004-2005 and 20056-2006.*

Foundation grants. The 10 percent loss in
foundation assets between 2000 and 2002 caused
the first decline in foundation grants paid out in
20 years. The Foundation Center estimates that
foundation grants rose 5.5 percent to an esti-
mated $33.6 billion in 2005 (though inflation-
adjusted giving in 2005 remained below the 2001
peak) and that projected growth in 2006 giving
was likely to be small. Nevertheless, after-infla-
tion foundation grant dollars have more than
doubled since 1995,

Many foundations’ recent asset reduction
experience increased their cautiousness about
their allocation of funds. While they are obliged
by federal law to make expenditures equal to
5 percent of the value of their assets and are
occasionally under both internal and external
pressure to exceed this, they now have a
strengthened will to resist.

Looking Forward: Government Support

A shift in public opinion. A Pew Research
Center for the People & the Press survey found
that 66 percent of the American public thinks
that the United States is more politically polar-
ized than in the past, and 75 percent express a
strong desire for political compromise. Three-
quarters say that they like political leaders who

are willing to compromise, compared with 21
percent who see this as a negative trait. One of
the clearest indications of this new public mood
is the fact that all but one of the initiatives that
sought to limit the power of government were
voted down, including limits on the judiciary,
term limits, tax and spending limitations (such
as the Taxpayer Bill of Rights), and major tax
and revenue cuts."

Shift in control. After six years of retrench-
ment and tax battles in state legislatures and in
Congress, the 2006 election changed party
control of Congress and tipped the balance in
state legislatures. Democrats now control legisla-
tures in more states than at any time since 1994,
including majorities in both chambers of the leg-
islature in 23 states; Republicans control both in
15 states; and 11 states have split control,

The tax cuts of 1995-2000 and “no new taxes”
pledges that triggered budget and service cuts of
2000-2005 seem to have run their course. Legis-
latures are hearing more demands that they
address education, transit, health care, and
rising higher-education costs and are more
receptive to tax increases as part of the
response. Not mentioned here is the third and
largest revenue source for nonprofits, program
service fees: the fees accrued for nonprofit serv-
ices, such as tuition, counseling fees, tickets for
arts performances, and so forth. The distribu-
tion of program service fees skews heavily to the
largest entities, especially health care and higher
education, and also to the largest organizations
in each activity area.

While the larger entities absorb the lion’s share
of the funding, the nonprofit wing of the nonprofit
sector, including the smallest organizations
exempt from filing, are not directly inhibited in
their ability to attract modest amounts of
resources. For the larger sponsors and support-
ers of the work undertaken by nonprofits, it is
worth examining whether the current patterns of
distribution are dictated more by habit, social
network, and economic prowess than by commu-
nity impact or human need.
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FINANCIAL CAPACITY

Organizational Slack
(or Goldilocks and
the Three Budgets)

Think of slack
as the financial
aspect of
organizational

capacity.
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by Woods Bowman

RGANIZATIONAL SLACK 1S AN IMPORTANT

| concept in the management litera-

ture, but you won’t find it mentioned

in articles on nonprofits. It has

’ several definitions, but all boil down

to exfra resources or resources held in veserve.

The difference between a hand-to-mouth

organization and a vibrant one is slack. Think

of slack as the financial aspect of organiza-
tional capacity.

Nonprofit commentators write about capac-
ity as if an organization can't get enough of it,
but slack (financial capacity) has a dark side.
Too much slack can distort priorities, erode
managerial discipline, and encourage wasteful-
ness, especially high salaries. I will emmphasize
the positive aspects becanse I believe that most
nonprofits do not have enough slack, but I
caution that it is possible to have too much of a
good thing.

A Primer on Slack

Nobel laureate Herbert Simon (1947) disparaged
the economic assumption that decision malkers
seek to maximize utility, profit, or anything at
all, arguing that maximization requires more
information than ordinary mortals are likely to
possess or could even process if they had it.
Instead, he proposed that decision malkers stop
short of that elusive goal when they reach a sat-

Woobps BowMAaN is Associaie Professor of Public
Service Management, DePaul University
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A cold organization
is frail, unable to
adapt to changing
needs of its
constituents,
unable to invest
intraining and new
technology, and
unable to take
advantage of

opportunities.
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isfactory state of affairs—a situation he
famously called “satisficing.”

The difference between satisficing and max-
imizing is slack. This seems to be an ideal start-
ing point for nonprofit analysis, since profit
maximizing is not the norm for nonprofits
(Steinberg 1986; Brooks 2005). Nonprofits even
shun the word “profit,” preferring to use
“surplus” as the name for an excess of revenue
OVET eXpEnses.

I1like a definition from the traditional (i.e.,
for-profit) management literature. Slack is “A
cushion of potential resources which allow an
organization to adapt to internal pressures for
adjustment or to external pressures for change
in policy, as well as to initiate changes in strat-
egy with respect to the external environment”
(Bourgeois 1981). This seems to me to perfectly
capture the idea of nonprofit financial capacity,
so from here on that is what I will call it.

Bourgeois and Singh (1983) identify three
forms of slack, i.e., financial capacity. Several
methods are available to measure each one
(Bowman, Keating and Hager 2005). Here [ have
selected the simplest methods.

First, there is available, or unabsorbed, finan-
cial capacity. Think of this as ready cash,
although a more aceurate description would be
liquid assets. One purpose of available financial
capacity is to cope with occasional or periodic
negative cash flows without having to borrow
from outside the organization. Another purpose
of available financial capacity is to cope with
occasional budget shortfalls on an annual basis
without having to borrow from outside the
organization.

A standard metric of short-term available
financial capacity is working capital, which is
current assets minus eurrent liabilities. Current
assels are unrestricted cash and cash equiva-
lents, inventory, and monies an organization
expects to receive within one year. Current lia-
bilities are obligations to creditors that an organ-
ization must discharge within one year. An
alternative metric useful for comparing available
slack in organizations of different sizes is the
current ratio, which is current assets divided by
current liabilities.

The second form of financial capacity is
recoverable, or absorbed, financial capacity.
Think of this as overhead spending. When times
are tough, overhead can be cut and resources
recovered for operations (Chang and Tuckman
1991). The metric for this form of financial
capacity is administrative expenses divided by
the sum of administrative expenses and
program experises.

Overhead should not include spending on
fundraising because spending a few dollars
maoare or less on overhead will not influence the
organization’s revenue. Money spent on
fundraising should pay for itself and then some.
If fundraising spending is optimized, it would be
foolish to cut it in a crisis because more revenue
would be lost than the amount of money saved.

Third, there is potentinl financial capacity.
Think of this as the capacity to borrow. There
are multiple ways of measuring this concept.
The simplest metric is the ratio of total liabilities
to total assets—the value of everything owed
divided by the value of everything owned—a
quantity commonly called leverage. Simply put,
the less an organization owes, the more it can
borrow.

Long-term borrowing should be reserved for
expanding the organization's ability to increase
its revenues. If this sounds crass, consider this:
without more revenue, an indebted organization
will have difficulty repaying principal with inter-
est. Unless an organization is careful, additional
long-term debt might leave it in worse shape for
years to come and, in the worse case, may cause
its extinction. Potential financial capacity indi-
cates that an organization has not borrowed to
the hilt.

Cold Organizations Need It
A cold organization is frail, unable to adapt to
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changing needs of its constituents, unable to
invest in training and new technology, and
unable to take advantage of opportunities. It is
stale though not yet failing. It has ideas but does
not have sufficient capacity to implement them.

At the most basic level financial capacity
recuces risk. It cushions an organization from
economic shocks. It permits a nonprofit to main-
tain service levels in the face of temporary
reductions in income.

Many nonprofits are tyrannized by inflexible
business models, Cold nonprofits easily become
locked into program models not fully appropri-
ate to their communities—but favored by their
funders. In other words, financial capacity gives
nonprofits the flexibility fo navigate around
restricted funds and to avoid mission distortions
that can result from overdependence on grants.

It also allows the organization to equalize
budgets among various parts of the whole. An
example of this might be the community mental
health organization that used cash earned from
a thrift store to support a domestic violence
program which it had adopted in an under-
funded state.

Above all, financial capacity supports inno-
vation. Vibrant organizations do research about
the needs and interests of their communities
and about promising program models, and
experiment with new ways of doing things.
Financial capacity facilitates strategic behavior,
allowing a nonprofit “to experiment with new
strategies such as infroducing new products and
entering new markets” (Tan and Peng 2003, par-
aphrasing Thompson).

How They Can Get It

Where does financial capacity come from?
There can be only one place: annual surpluses.
Some nonprofits worry that it is bad to have
annual surpluses. Others would like to have sur-
pluses but believe they are unaffordable. Both
views are wrong.

A budgeted surplus is an insurance policy
against a deficit and allows the organization to
remain nimble and responsive to constituents.
Unexpected adverse circumstances will create a
smaller surplus than anticipated, but this
unhappy situation is better than having an
actual deficit. Besides, nonprofits cannot, sell
stock. If a nonprofit wants to grow, it will need
to invest in physical capital. An annual surplus
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allows a nonprofit to accumulate the resources
needed to pay cash or Lo service a debt.

Instead of explicitly budgeting a surplus, too
many organizations talke the easy, but sloppy,
road by deliberately underestimating revenue
and overestimating expenses. If is best to avoid
this expedient. It will require some tough
choices to adjust a tight budget to provide for a
surplus, but once it is in a budget, it is easy to
retain because it makes no demands on new
dollars. Phase it in—first one percent of revenue,
then two, then three, and maybe more depend-
ing on the long-term reliability of the organiza-
tion's funding. Higher risk requires higher
surpluses.

A budgeted surplus is just the first step. Man-
agers need to be able to spend extra resources
to deal with unforeseen contingencies and
opportunities. Top managers—CEOs, finance
directors, chief program officers—mneed contin-
gency accounts in their departmental budgets to
be able to respond to business opportunities, to
pay the bills if the electric company raises rates
in the middle of the year, or to hire lawyers if the
organization is hit with a lawsuit.

All contingency spending is not created
equal. Itis important to distinguish among three
types of new spending:

® non-recurring (one-time);

e new spending that will recur in future
budgets, but will generate more than enough
new offsetting revenue; and,

e new spending that will recur in future
budgets without new offsetting revenue.

Ideally, all “just right” contingency spending
would be of the first type, establishing no new
ongoing commitments. Contingency spending of
the second type can be thought of as an invest-
ment but, as with all investments, there will be
the problem of judging how long it will take to
break even. If it will take more than a year,
future financing must be secured before spend-
ing occurs. A financing plan is required for con-
tingency spending of the third type.

Hot Organizations Have Too Much

A hot organization is one that is extremely suc-
cessful—at least financially. It has a big port-
folio and yet money keeps rolling in. These
fortunate nonprofits are an exclusive club, but
as | have said, there is a dark side to their
Success.

Too much financial
capacity can
support waste,
high executive
salaries, lack of
discipline, hoarding

behavior. . .
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The idea that a
point exists where
financial capacity
passes from being
merely large to
being excessive

is based on the
observation that
people (and
organizations)
tend to lose their
edge when they

are sated.
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Too much financial capacity can support
waste, high executive salaries, lack of discipline,
hoarding behavior, and lack of innovation—with
no one taking notice. Paradoxically, some organ-
izations that have the greatest capacity to do
research, experiment, and innovate are
restrained by their wealth. “Don’t mess with
success,” could be their motto.

Frumkin and Keating (2001) analyzed CEO
compensation in over 15,000 nonprofits in rela-
tion to organization size, managerial perform-
ance, and free cash flow. They define the latter
concept in terms of liquidity, which is what I call
available financial capacity. They use statistical
techniques to hold two of these three variables
as well as industry constant while measuring
the effect of the third on CEO compensation.

They find that CEO compensation is posi-
tively related to organization size (measured by
value of physical assets and total program serv-
ices), but not related to managerial effectiveness
(measured by overhead ratio and dollar growth
in donations). CEO compensation is positively
related to free cash flow (measured by liguid
assets-to-expensesratio) and the size of an orga-
nization’s investment portfolio in relation to its
total assets. However, after controlling for
organization size and managerial ability, the
effect is not large. Human service organizations
were the only ones where organization size and
managerial performance significantly out-
weighed the effects of free cash flow and portfo-
lio size on CEO compensation.

It is easier to say how much financial capac-
ity is too little than to identify the threshold
where it becomes too much. The idea that a
point exists where financial capacity passes
from being merely large to being excessive is
based on the observation that people (and
organizations) tend to lose their edge when they
are sated. If need not happen to everybody;
Warren Buffet is as sharp today as when he was
a mere millionaire. For a nonprofit, the secret of
continued success lies in its board. If its board
is self-renewing and keeps the best interests of
its clientele in mind, a huge financial capacity
need not create problems.

Goldilocks and the Three Budgets

Every nonprofit has a culture of budgeting. This
is illustrated in an exchange between two board
members of an organization in its early stages of

development. One board member was arguing
for austerity based on the organization’s relative
youth and her own natural fiscal conservatism.
Another challenged her saying “that’s scarcity
thinking. We need to have abundance thinking
here!” In some cases these two orientations do
not get resolved—one simply wins out over the
other. This can result in an organization’s starv-
ing itself or, alternately, resolving to build its
asset base almost as a mission goal in and of
itself.

Without knowing it, the board members were
arguing about the appropriate level of financial
capacity. As we have seen, both too little and too
much are bad—for different reasons. An optimal
amount of financial capacity must lie some-
where between (Nohria and Gulati 1997). Orga-
nizations fortunate enough to operate in this
financial environment are the “Just Right” non-
profits.

A careful analysis of an organization's finan-
cial capacity should include a study of its finan-
cial statements (see A Primer on Slack on page
16), executive compensation, and administrative
staffing. The sidebar to the right (What's Your
Financial Capacity Quotient?) provides a non-
scientific, rough and ready scorecard of finan-
cial capacity quotient for readers to assess
whether a detailed analysis would be worth the
time and effort. Persons with a good working
familiarity of an organization should be able to
complete the scorecard without leaving their
armchair to hunt for old financial statements.

The highest possible financial capacity quo-
tient is 8; the lowest possible quotient is -8. A
“Just Right” organization has a low positive
score. The best way to understand how the
scoring system works is to examine three alter-
native hypothetical scenarios. Obviously an
organization with a +8 quotient on the first
scorecard is hot and one with a quotient of -8 is
not. The following examples are in the middle of
the pack.

Seenario A, The revenue of a large human
services organization consists of 30% restricted
government contracts, 25% individual donations,
25% program service income, 156% restricted
grants, and 5% investment income (-1). It ended
three straight years with a surplus (+3), includ-
ing one of 11% (+1). It has a line of credit but
never needs to use it (+1). It recently filled a new
administrative assistant position (+1). The

WWW.NONPROFITQUARTERLY.ORG « SPRING 2007

What's Your Financial Capacity Quotient?

To find out whether your organization has too ittle or too much, fill
in the scorecard. The number in parentheses after each statement is
the score fora true statement. Write it on the line that introduces the
statement. The score for a false statement is zero. A statement that
bodes well for financial capacity earns a positive score; a statement
thatimplies impaired financial capacity receives a negative score. The
highest possible finandal capacity quotient s 8; the lowest possible
quotientis -8."Just Right” organizations have low positive scores. Be
careful answering questions about surpluses and deficits; they
should be based only on unrestricted amounts, including resources
released from restrictions.

[tern 13 costs more than most people think, but an organization
with financial capacity should be able to finance it easily. An organ-
ization with a performance budget based on measurable outcomes

1. __ The CEO or CFO has a budgeted contingency account. (+1)

is probably staying sharp, even if it hias a very large financial capac-
ity, but it will need an R&D program to keep its performance meas-
ures updated.

The figure 109% in the last two items represents the approximate
rate of inflation over the past three years, It is not possible to say
exactly how much R&D and training an organization should do
without knowing something about its mission and its business
model, but one can say that all organizations should be doing some
of each and their spending on these activities should keep up with
inflation.

The Adjusted Financial Capacity Quotient should be approxi-
mately zero. A negative sub-total on the first scorecard and a score of
-2 or more negative on the second one indicate that good work is
probably unsustainable at its current level,

2. Unrestricted income from investments is greater than 10% of annual budget. (+1)

3. __ Restricted revenue is greater than 1/3 of budget. (-1)

Within the last three years the organization.
_had a unrestricted surplus every year. (+3)
__had a unrestricted deficit every year. (-3)

___had at least one unrestricted deficit greater than 10% of revenue. (-1)
_was refused a line of credit, or was refused a higher borrowing limit. (-1)

4,
3¢
6. __ had at least one unrestricted surplus greater than 10% of revenue, (4-1)
7.
8.
9,

___did not use its line of credit. (+1)
10. __ borrowed to the maximum on a line of credit. (-1)
11. __cutgeneral administrative positions. (-1)
12. __ added general administrative positions. (+1)

__ Financial Capacity Quotient: items 1—12 (range +8 t0 -8)
The critical issue is how an organization uses its financial capacity. If your organization has a quotient above zero, then fill in the short
scorecard below. These are things that erganizations should be doing because they reduce risk and improve service quality, but cold
organizations can’t. Hot ones have na excuse for not doing all of them. “Just Right” organizations should be doing at least some of them,
50 their score should be near zero. The item scares are hegative because they use financial capacity, but that is the point of this scorecard.
13. __ The organization has a performance budget with measurable outcomes, (-1)
14. __ The program service budget increased every year. (-1)
15. __ The program service budget increased in years when total income decreased. (-1)

Within the last three years the organization:
16. __ made a major investmentin new technology. (-1)
17. __increased its research and development budget by more than 10%. (-1)
18. __ increased its training budget by more than 10%. (-1)
__ Adjustment: items 13—18 (range 0 to -6)
___Adjusted Financial Capacity Quotient: items 1—18 (range +8 to -14)
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The Financial
Capacity Quotient
is designed to
challenge
organizational
denial and
complacency

and to give all
organizations a

“to do” list.
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financial capacity quotient for this organization
is +b. It is borderline hot.

Secenarto B. The revenue of a small human
services organization consists of 70% restricted
government contracts, 10% individual donations,
10% program service income, and 10%restricted
grants (-1). It had deficits two of the last three
years (-1), and one was larger than 10% of its
budget (-1). It maxed out its line of credit (-1) and
had te cut one administrative position (-1). Its
financial eapacity quotient is -5. It is cold.

Seenario €. The revenue of a small arts
organization consists of 80% ticket sales, 10%
individual donations, and 10% grants (+1). Ithas
no endowment, but it ended each of the last
three years with a small surplus (+1). It uses its
line of credit occasionally (-1). It added one
administrative staff in group sales (+1). The
financial capacity quotient for this organization
is +2. It is neither cold nor hot. It is “just right.”

The second scorecard determines whether
financial capacity is working or wasted. When
this score is added to the first, the Adjusted
Financial Capacity Quotient should be near
zero. Look at the three budgets again.

Scenario A: The hot organization’s revenue
increased three years in a row, and it increased
its program service budget each year (-1). It
invested in new technology (-1). Its Adjusted
Financial Capacity Quotient is +3. It has capac-
ity to do more.

Scenario B: The cold organization isnot in a
position to keep program spending constant
when income goes south. It cannot do much
R&D, training, or investing in new technology.

Seenario C: The small arts organization
probably could afford to do one or two of the
items 13 through 18, but not all. It chose to
increase its production budget (+1) and to invest
in technology (+1). It is neither hot nor cold.
With an overall quotient near zero, it is a “Just
Right” organization and would probably use
additional capacity wisely.

The Financial Capacity Quotient is designed
to challenge organizational denial and compla-
cency and to give all organizations a “to do” list.
If you are a cold organization in denial, the
Financial Capacily Quotient will point out what
you can improve. If you are a complacent hot
organization, the Financial Capacity Quotient
will show you how to put your financial capacity
to work. Now, go to it!
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Craigslist helped
you get a job,
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with your nonprofit.
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ANALYSIS

Transactional Analysis,
Nonprofit Style
An Interview with Richard Brewster

Groups that sought
to diversify seem
to cross another
threshold and begin
to concentrate on
one type of funding
which may provide
up to 85% of their
income. Some
helieve that this
re-concentration

is driven, at least

in part, by

transaction costs.
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ONPROFIT QUARTERLY RECENTLY

interviewed Richard Brewster, Exec-

utive Director of the National Center

for Nonprofit Enterprise (NCNE), to

garner his thoughts about some of
the economic models that nonprofit managers
and their advisors work with in developing their
organizations.

NPQ: Many funders are pushing nonprofits to
“go to scale,” but what does that mean and does
it make sense as an organizational approach to
the development of responses to social prob-
lems?

Brewster: Ldon’t think that many small to mid-
sized programs think too much about “getting to
scale” if that means increasing impact by
growing the single organization and increasing
delivery of services. This willingness to stay
smaller is probably based on realism and a
concern about outcomes. Of course, organiza-
tions can and do grow within their geographic
area to increase the numbers of people helped,
but they can rarely get close to helping everyone
in that area who may need the service they
provide. Many times there is a ceiling on the
availability of funding. Thus, it very rarely
happens that an organization can permeate a
population in need with its model of service
even if that model is very effective—so the
growth of a single organization may not be the
avenue to a strong, consistent response 1o a
social problem.

One archetypal response Lo this ceiling can
be to grow through geographically dispersed
affiliates. But another response is for organiza-
tions to try to bring work to scale through col-
laborating with organizations to try to act as
more than the sum of their parts,

Costs and Benefits of Fund Diversity
NPQ: Do you think there is a “U-shaped pattern”
in the way organizations are funded over time?
Can you describe it?
Brewster: As William Foster's article on page
26 in this issue indicates, most nonprofits start
out with one fo three sources of funding. From
there many tend to diversify. The reason for this,
of course, is to increase the money the organi-
zation has to work with and fo decrease its risk.
Eventually the same groups that sought to
diversify seem to cross another threshold and
begin to concentrate on one type of funding
which may provide up to 85% of their income.
Some believe that this re-concentration is
driven, at least in part, by transaction costs.

NPQ: What do you mean by transaction costs?
Brewster: Transaction costs include those
costs that are over and above the directly attrib-
utable costs of fundraising: the costs of admin-
istering a particular type of funding (meeting
reporting requirements, for example); the costs
of developing systems to support fundraising
and administration; the time spent by the exec-
utive director and key statf in building relation-
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ships with potential funders; and the time and
attention of program managers, who may be
forced to act differently as a result of a particu-
lar funding stream.

It is important Lo take these transaction
costs into account even if some of them seem
qualitative.

Bob Herman and Dick Heimovics of the Uni-
versity of Missouri-Kansas City have produced
some good evidence that one of the transaction
costs critical to the effectiveness of a nonprofit
is the time the executive director spends secur-
ing support, such as networking with politicians
or maintaining relationships with foundation or
United Way staff and large donors. But what
about the opportunity costs of this activity?
What other work is not performed because of
the effort devoted to this activity? There are only
so many hours in the executive director’s day: in
effect, he or she can become a bottleneck that
checks growth in revenues. One response to this
may be to concentrate on one or two sources of
funds.

In organizations largely funded by grants and
contracts, managing the inferplay of restrictions
that come with certain sources of funding is
also fime consuming and can back the organiza-
tion into a corner.

NPQ: So are you suggesting that for diversifica-
tion to be positive, you have to consider the
source?

Brewster: Absolutely. The best source of funds
for a nonprofit has three key characteristics.
First, it yields a lot of dollars (of course!).
Second, it is unrestricted. This is important
partly becanse a nonprofit can shift this money
to cover the loss of other funding. This is rarely
possible. A good example is government money:
a mental health organization that I know has
recently diversified successfully by winning new
government contracts to add to its principal con-
tract with the county. If any of these contracts
has cuts imposed, however, none of the income
from the others can be used to cover the loss.
The only thing that can be said is that at least
the organization is still helping somebody. The
other reason unrestricted funds are important
is that they can give a nonprofit the financial
capacity to respond nimbly (as described in
“Goldilocks and the Three Budgets” on page 16).
The final, crucial characteristic is that the
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source is “internally diversified.” That is, it com-
prises in itself a number of individual sources
that are not correlated—so if one disappears or
goes down in value, the others aren’t affected.

This kind of diversification is sometimes men-
tioned in the literature but is, in general, seri-
ously undervalued. If you can find the dollars you
need, the ability to do with the money what you
want, and the spread of risk, you don’t need to
diversify into a different category of funds, and
you can avoid the transaction costs that are
involved in establishing and managing new
people, systems, and relationships.

NP{): What are these qualify sources?
Brewster: The sources that offer these advan-
tages are essentially private contributions and
profits on earned-income activities.

There are a number of types of nonprofit that
actually benefit from these advantages. Organi-
zations that supply guide dogs for blind people
in the US and around the world all have high
reserves—a lot of organizational “slack.” On
average, 60% to 70% of their revenues come from
one specific source—bequests. Most of the
people who leave bequests are friends and rela-
tives of the people who benefit directly from a
guide dog, the amounts are usually relatively
large and unrestricted, and a decision by one
particular person to leave money doesn't affect
the decision by another.

Another, more ordinary example might be a
small organization that provided support and res-
idential services to women with mental health
concerns and their children in one neighborhood
in Boston. They were innovative and their story
rang true at an emotional and intellectual level
and they were able to build quite a large base of
individual donors to supplement government con-
tracts and foundation grants. This allowed them
to remain the adaptive and independent program
they were despite pressures to conform. Thus, if
at the very least anonprofit can find enough unre-
stricted, relatively low-risk support to provide the
financial capacity to adapt to changes in the envi-
ronment and innovate, it is in a much stronger
position to exploit the restricted but often very
substantial resources that government funds, for
example, provide.

REPRINTS of this article may be ordered from
store.nonprofitquarterly.org, using code 140104,
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U-SHAPED CURVE

In Search of Sustainable Funding:
Is Diversity of Sources
Really the Answer?

by William Foster, Ben Dixon, and Matt Hochstetler

We identifieda. ..
“U-shaped curve,’
characterized by
fewer funding
sources at the
smallest and largest
ends of the spectrum
and a greater mix

in the middle

for mid-sized

organizations.

Editors’ Note: This article is based on o researvch paper, “Funding: Patierns and Guideposis in
Lhe Nowgprrofit Sector,” which explores funding patterns among large, financially sustainable non-
profits across several domains and among organizations of various sizes engaged in youth serv-
ices and environmental advocacy. The full study is available al www.bridgespon.org.

UNDING IS A CONSTANT AND PRESSING

concern for nonprofit organizations

across the United States. It is swprising,

therefore, how little information exists

about patterns in funding at a level below
that of broad domains (such as youth services)
or the sector overall. Such information could be
of enormous use to both practitioners and
funders, because it could provide guidance
about what tends to happen in the financing of
specific types of nonprofits and the conse-
guences of those tendencies.

Lacking such pattern-level information,
funders and nonprofit leaders have little choice
but to make assumptions—like “diversification
of funding sources (e.g., individual, government)
makes for a healthier organization.” As with
much common lmowledge, this assumption may
be true to some extent but incomplete. Better
identification of patierns among similar organi-
zations could both test such assumptions and
provide important guideposts for nonprofits that

WiLLiaMm FosTER is a partner in the Boston office of the
Bridgespan Group (www.bridgespon.ory). BEN Dixon
and MATT HOoCHSTETLER are alumni of the Bridgespan

Group. Currently, Ben works at Shell UK, Corporate

Responsibility, and Matt at Janus Capital Group.
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want to build robust economic models.

To that end, in 2003, the Bridgespan Group
studied the patterns of funding sources in two
specific sub-sectors. We looked at asmall number
of organizations in youth services and environ-
mental advocacy. Using Form 990 returns com-
plemented by organization-specific reports and
personal interviews, we found clear differences
in the typical funding mix of organizations
depending upon their size. We also identified a
distinct pattern that can be described as a “U-
shaped curve,” characterized by fewer funding
sources at the smallest and largest ends of the
spectrum and a greater mix in the middle for mid-
sized organizations (see figures 1 and 2).

A broader study might reveal a different
picture. Nonetheless, our efforts point to some
potentially generalizable patterns that need to
be further tested and explored.

Pattern Hypothesis #1: The U-shaped
curve exists and is generalizable across sub-
sectors of nonprofits.

Pattern Hypothesis #2: Organizaiions hit
distinct “funding walls” at the key transition
points along the U-shaped curve.

The funding mixes for organizations in
these two domains appear to change at distinet
size points, which correlate with marked drop-
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Figure 1

Dominant (>50%] Funding Sources fora Sample of Environmental Advocacy Organizations in Different $ize Ranges
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Figure 2

Dominant (>50%) Funding Sources for-a Sample of Youth Services Organizations in Different Size Ranges
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Note: Fiqures 1-2 display the number of erganizations with more than half of their funding coming
from one of the named sources. “Mixed" indicates that the organization does not have a single scurce
providing more than 50% of revenues.
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offs in the absolute number of organizations. If
it is true that different economic models
support different-sized organizations, then non-
profit leaders must be able either to recognize
the need for change and adapt, or to under-
stand that beyond certain points growth is
unlikely.

For youth services organizations, diversifica-
tion in funding sources appears to increase until
about the $3 million mark, at which point we
observe a transition to more concentrated
funding sources. For environmental groups, $3
million in revenue is the point where organiza-
tions transition away from foundation funding
and to their most diverse funding sources. Our
data then suggest that environmental organiza-
tions transition back to concentrated funding
(individual) at $10 million. If these walls do
occur at predictable points in each sub-domain,

they could signal when a transformation is nec-
essary (see figures 3 and 4).

Pattern Hypothesis #3: The U-shaped
curve reflects organizational learning al work.

If this hypothesis is true, nonprofits do not nec-
essarily start with an economic model that
remains canstant throughout their lives; but rather
a “set-point” model evolves over time. This “evolu-
tionary” view creates an important role for exper-
imentation (hopetully complemented by data on
other organizations) and suggests that a diversity
of funding sources is an important interim stage
for organizations that aspire to grow large.

Taking this view, diversified funding might
become a poor strategy for larger organizations
over the long haul for a host of reasons. These
include; transactional costs, or the administra-
tive and fundraising expenses incurred by main-
taining a variety of resource identification and
reporting systems; the inability to become truly
expert or “world class” at more than one source;
and/or the simple lack of large-scale funding
interest from mulfiple sources for organizations
with particular kinds of missions.

Interpreted this way, the data suggest a
natural learning curve that leads, in the case of
larger organizations, to the identification and
predominance of the few best funding sources
relative to domain and particular need.

Pattern Hypothesis #4: Some funding
sources take you farther than others.

Alternatively, these findings could suggest
that successful growth may require concentrat-
ing on certain types of funding sources from
early on—the growth “winners” had different
economic models than their peers. If this second
interpretation is correct, organizations either
need to lay the groundwork early on to attract
those kinds of funds or recognize that large-
scale expansion will probably not be the way
their nonprofit achieves impact.

An additional research question: Hnw are
scalability and individual donor base related?

Funding types are not equal, of course, either
in transaction costs or in payoff. Our data suggest
that the particular mix of funding in an organiza-
tion varies by domain (e.g., larger environmental
advocacy groups are supported primarily by indi-
viduals, and larger youth service organizations
are supported primarily by government).
However, the very largest organizations in both
sub-sectors were supported by individuals.
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This raises important questions about which
individuals are driving such large-scale expan-
sion. Is it thousands of small donors or dozens
of very large donors? What is the role of the
brand, and how do volunteers factor in? How do
the very largest nonprofits in some sub-sectors
succeed with individual donations while,
overall, the sub-sector does not?

Implications for Foundations

We hope that better knowledge about funding
patterns in the nonprofit sector will benefit foun-
dations and other funders looking to maximize
the impact of their charitable donations.

For example, the findings in this study high-
light that foundation contributions decline as a
percentage of total funding in larger organiza-
tions and are not the dominant source of funds
for large organizations. As a result, one could
argue that foundations play a more pivotal role in
the lives of small and mid-sized organizations. At
the same time, the absolute amount of foundation
funding for large organizations is still consider-
able. Nothing in our findings suggests that this is
a bad thing, but it does beg an important question:
Should foundation leaders think differently about
grants to nonprofits of different sizes, particularly
when they are considering investments in capac-
ity-building versus program-specific resources?

For large nonprofits, limiting funding to
direct program services would seem to foster
only a small amount of growth on top of what
other sources are already covering. Would it be
sensible, therefore, for a foundation to value
more highly the opportunity to provide scarce
capacity-building or unrestricted funding to
their large grantees?

For small organizations, foundation dollars
may pay for a great deal of the actual program
work, If the foundation is committed over a long
{ime frame, this can be quite a stable situation. But
what about the growth of such small organiza-
tions? If growth is an objective, can foundations
play a critical role in helping these nonprofits grow
by providing capacity dollars to identify and build
their funding models around other sources (e.g.,
government, individual, etc.)?

Help Us Think About This Issue

As mentioned earlier, expanding the sample
sizes and sub-sectors covered in this research
could be a useful approach in providing more
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Mote: Funding walls indicate transitions between different types of funding sources.

reliable guideposts for nonprofit organizations
and funders. At this point, our efforts indicate
that youth services and environmental advocacy
organizations follow a “U-shaped curve,” with
the smallest and largest organizations relying on
fewer funding sources, and mid-sized organiza-
tions using a greater mix. Our research also sug-
gests the presence of distinct funding “walls”
and indicates that predominant sources for
support are identifiable for each sub-sector.

We are curious to hear from other organiza-
tions whether this curve fits their experience;
we would also like to collect stories from those
that have been able to achieve significant growth
to gain more generalizable insights into building
effective economic models and fund develop-
ment strategies.

REPRINTS of this article may be ordered from
store nonprofitquarterly.org, using code 140105,
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CASE STUDY

In Economic Redevelopment
Nonprofits Should Not Get Stuck

“Let’s think like the
powerful economic

sector that we are!”

in the Bleachers

by Judith R. Saidel, Ph.D.

Editors’ Note: Over the past ten years it has become a relatively common occurvence for a local
or regional sub-sector of nonprafils to measure its proportionate share of the economy. Those
numbers are then publicized in media stories and reiterated in speeches and th annual reports.
The numbers can be impressive. However, although this exercise is a necessary step on the road
to being taken seriously as economic actors, it stops well short of ensuring that nowprofits or the
communities they represent exert any direct influence on the crafting or adjusting of local eco-
nomic policies. Of course community development corporaiions and other groups with Economic
development specifically in their mission purview have from time to time inserted themselves
powerfully into a local conversation about the economic futwre of . region, but we do not often see
nonprofits as a collective force that can intervene in a trend. What follows is a case where a rotnd-
table group did do the measuring exercise and then took matters a half-siep furiher down a road
all nonprofits should explore.

HE NONPROFIT EXECUTIVE ROUNDTABLE

in New York’s Capital Region, now Tech

Valley, decided to seize the moment

early in the region’s current period of

high-tech-driven economic expansion
and tackle the issue of the sector’s absence from
key planning processes head on.

In 2002, a group of then 12 nonprofit CEOs
from the human services, arts, health care, phi-
lanthropy, and recreation sub-sectors met for
the first time at the invitation of the University at
Albany’s Rockefeller College of Public Affairs
and Policy. To the surprise of the conveners, the

JupiTH SAIDEL is director, Center for Women in Govern-

ment & Civil Society, and associate professor of public
administration and policy, Nelson A. Rockefeller College
of Public Affairs and Policy, University at Albany, State
University of New York. She is a co-founder and facilitator
of the Nonprofit Executive Roundtable.
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voluntary sector leaders chose not to prioritize
problem-solving around individual organiza-
tional dilemmas. Instead they asserted “Let’s
think like the powerful economic sector that we
are!”

From this fundamental commitment, the
Roundtable’s two key goals emerged:

e to document awareness of the voluntary
sector as a key contributor, along with business
and government, to the economy and quality of
life of the Capital Region;

* to catalyze cross-sector conversations
about the challenges and opportunities for Tech
Valley of technology-based economic growth.

Coincidentally, at the same time, another
small group of nonprofit executives was knock-
ing on the door of the Albany-Colonie Regional
Chamber of Commerce and pushing hard for the
establishment of a new Nonprofit Business
Council within the Chamber. Several key players

IMAGE © IMAGES.COM/CORBIS




The synergies and
mutual support
between the
Roundtable and
the now thriving
Nonprofit Business
Council have been
stunning, a
refreshing change
from the turf
skirmishes that too
often characterize
inter-organizational
relationships in the

nonprofit sector.
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| were active in both groups,
including Roundtable Leader-
~ ship Team members Teri Bor-

' : denave, president and CEO of
. Girls Incorporated of the
Greater Capital Region, Alan
Krafchin, president and CEO
| of the Center for Disability
| Services, and Ray Schimmer,
o executive director, Parsons
Child and Family Center. The
synergies and mutual support
between the Roundtable and
the now thriving Nonprofit Business Council
have been stunning, a refreshing change from
the turf skirmishes that too often characterize
inter-organizational relationships in the non-
profit sector.

So, how do nonprofit leaders, often engaged
in ferocious competition for finite human and
financial resources, move together to play in the
economic and social development and planning
game where, at best, they are usually in the
bleachers? The answers may surprise you. The
first project that the Roundtable launched was
an empirical economic and quality of life impact
study titled “A $4-Billion Growth Industry That.
Cares, The Impact of the Nonprofit Sector on the
Capital Region of New York State” (www
.cwig.albany.edu and click on research).

Conducted by researchers at Rockefeller
College’s Center for Women in Government &
Civil Society, the founder and facilitator of the
Roundtable, the 2008 study reported that about
1,500 501(c)(3) nonprofit organizations in the
Capital Region had combined revenues in 1999
of more than $4 billion and, in 2002, employed
1in b private sector employees and 1 in 7.7 com-
bined private and public sector workers,
Between 1998 and 2002, despite an economic
recession, nonprofit employment. grew by 3.25%
on average annually. As well, the 12 nonprofit
organizations on the Roundtable provided
opportunities for service and participation in
civie life through the contributed efforts of more
than 5,800 volunteers annually, or one volunteer
for every two paid employees.

The report was released at a joint
UAlbany/Roundtable press conference and
quickly generated widespread media attention.
“There can be very little question of how critical
the nonprofit sector is to the very vitality of busi-

ness in this region,” observed Hugh A. Johnson,
a well-known economic forecasting expert reg-
ularly invited to speak in the national business
and general press. Very soon information from
the report found its way into board meetings and
retreats and various civic gatherings, including
remarks by both the Chamber of Commerce’s
board president and chief executive officer at the
public reception that launched the Nonprofit
Business Council.

Roundtable leaders were also invited to an
editorial board meeting of the Capital Region’s
Times Umion, a daily newspaper widely read in
statewide policy circles. Subsequently, the
Roundtable’s co-founders, Judith Saidel, direc-
tor, Center for Women in Government & Civil
Society, and Patrick Bulgaro, immediate past
president and CEOQ, Center for Disability Ser-
vices, wrote an Op-Ed piece, headlined “Non-
profits are the Core of the Capital Region,” for
the Sunday Perspective
section of the Times Union.
After underscoring the appro-
priateness of the new Tech
Valley moniker for the Capital
Region, the authors argued:

But it 1s not only the changing
economic profile of the busi-
ness sector that should atiract
our attention. Our area, like
other regions around the
country, now features an
economy made up of three sectors—business,
government, and not-for-profit organizations that
fulfill increasingly imporfant and unique func-
tions.

The point? Relying on a community-univer-
sity strategic partnership, the Nonprofit Execu-
tive Roundtable took the initiative and
successfully introduced the “three-sector
economy model” way of thinking into the
region’s public discourse.

The Next Steps

“Now that we’ve hit a home run with our first
product,” commented one of the Roundtable
leaders, “what can we do that is as good or
better?” Fortunately, a promising idea surfaced
that continued the Roundtable on its self-chosen
path. Participants decided to take up a challenge
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that had been posed some months earlier hy
Chamber CEQ Lyn Taylor after 33 Capital
Region leaders traveled to Austin, Texas, on a
fact-finding trip sponsored by the Tech Valley
Chamber Coalition. “How can the Capital Region
Jearn not only from Austin’s triumphs,” Taylor
asked, “but also from the missed opportunities,
especially with respect to consequences for the
broad community of Austin’s economic hoom
and post-boom years?”

In May, 2005, Saidel and Bordenave inter-
viewed 15 movers and shakers from the non-
profit, business, and higher education arenas
who were key actors in Austin's technology-
driven economic development and post-boom
dramas. Subsequently they developed a case
study, “High-Tech Growth and Community Well-
Being: Lessons Learned from Austin, Texas,” in
which the Austin players tell the story in their
own voices (www. cwiyg. albarny.edu and click on
research). Here are two of the many findings in
the case study:

e The boom period was not positive for all
Austin residents, especially low-income African
Americans and Hispanics and other low wage

workers. Racial disparities in economic well-
being continued to widen.

» Austin’s nonprofit leaders were largely
uninvolved in economic development planning
prior to and during the tech boom periods. Their
unique knowledge of unmet community needs
and vulnerable populations did not inform plan-
ning processes.

And here are two “lessons learned” as artic-
ulated by Austinites who generously shared
their insights with the case writers.

e Create opportunities for broad community
learning, planning, and visioning.

e Involve stakeholders from all sectors—
business, government, nonprofit, universities—
in creating the vision for Tech Valley.

The report was released last May to a stand-
ing-room-only audience of over 80 people at a
meeting of the Chamber’s Nonprofit Business
Council. The event was covered by all regional
print media and a major local television station.
Saidel, Bordenave, and Jim Johans, then chair of
the Nonprofit Business Council, were invited
guests for the full program of TV Channel 6's

Business Forward talk show. Presentations on
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“Itis a radical
proposition that
there is a place
for nonprofits
in economic
planning . ..

As nonprofits,
we're entering

into new territory.”

the case
study were
invitedin
about seven
other venues,
reaching over
260 people,
including all
regional
mayors and
county execu-
tives who
comprise the Local Government Council of the
Center for Economic Growth.

In a Call to Action at the end of the report, the
Roundtable invites a vigorous, community-wide
conversation about how Tech Valley can maxi-
mize the positive consequences and mitigate
potentially negative outcomes for the entire com-
munity of the high-tech-driven period of eco-
nomic growth unfolding in the Capital Region.
The Roundtable has been awarded a seed grant
from the Bender Family Foundation to host a

Tech Valley Civie Forum later this year that will
promote cross-sector conversations and identify
key “human side” issues related to high-tech-
driven economie expansion that require joint
monitoring and potential action.

According to Roundtable Leadership Team
member Ray Schimmer, “It is a radical proposi-
tion that there is a place for nonprofits in eco-
nomic planning . . . As nonprofits, we’re entering
into new territory. We shouldn’t be afraid or hes-
itant about this.” From the beginning of the case
study project, he insisted that “As we learn
about Austin, we learn about ourselves.” Non-
profits are learning that the stakes in high-tech
economic growth for community well-being are
enormous for all community members, the
opportunities for creative thinking are infinite,
and nonprofit leaders must step up to collabora-
tive leadership at these critical moments in
regional economic history.

RErrINTS of this article may be ordered from
store.nonprofitquarterly.org, using code 140106.
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“How Do Employers Weigh
a Candidate’s Degree in Nonprofit
Management When Hiring?”

by the editors

[QE‘_ | HIS IS THE THIRD YEAR THAT THE
.L Nonprofit Quarterly has run a special
|| supplement that lists the more than 250
L i degree programs available in nonprofit
1 management. In past articles we have
suggested that prospective students search care-
fully for the right program to get the type of edu-
cation they believe they need. Overall, student
feedback about these programs has been very
good, particularly when the programs empha-
size the coupling of academic with hands-on
experience.

Bul what happens when these students grad-
nate and hit the work foree (if they are not
already in it)? In December 2006 we conducted

IMAGE © FRANKLIN McMAHON/CORBIS

an informal poll of our readers, many of whom
are potential employers. We received a flood of
responses. Among those who responded as
potential employers the replies, for the most
part, landed somewhere along a fairly short con-
tinuum from "T don’t look at that type of ereden-
tial at all” to “it is (or may be) a benefit on top of
relevant experience.”

The slight to marked resistance that we
picked up from some readers to looking specifi-
cally for this kind of degree is probably not sur-
prising considering the evolution of the sector
and education in the sector. Until recently, edu-
cation in the nonprofit sector has come not from
formal degree programs, but rather from hard
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Theissueisn't

~ “todegree or not

to degree” but

rather how to

~ pair professional
management

~ training with

~ experienced

experience in the field. So, formal nonprofit
management education, if it is seen as divorced
from practice, meets up with some natural skep-
ticism in the sector.

“We hire peaple who have the skills to run a
gallery, or an art school or write grants . . . As
the executive dirvector I have worked in the noi-
profit art field for 30 years and learned on the
hoof.”

Many of today’s nonprofits have been started
within the past 40 years with tight budgets and
managers who had to learn their skills on the
job. The founders of these organizations didn’t
go into the work with a burning passion for
comp-time policies or strategic planning—they
came to improve abandoned children’s lives or
to cure AIDS or to save a lighthouse. That sense
of mission is what has kept things going when
funding was tight or nonexistent. The idea that
someone may expect to move into management
without paying “their dues” at lower levels
doesn’t sit well with many seasoned managers.

Jim Work at the Des Moines “I Have a Dream
Foundation” puts it this way. “You have to hire
someone who cares about the mission more
than their career or their ego . . . education does
nol give anyone that.”

Aligned with this were comments from
readers that confirmed many nonprofits hire
from within their own field of practice, and often
from the ranks of program staff who have taken
on certain management tasks gradually in the
course of their work. This practice may have
some limitations on its surface, if the staff’s
understanding of management has some gaps,
but the benefit is that such staff know the field
they work in. They have the relationships and
some influence and know the lay of the land.

This orientation toward recognizing experi-
ence in the field over academic learning had some
emotional content. “My experience tells me that
I'd rather have a smart high school dropout thar
someone equipped with. an MBA and no sirveet
saavy,” said one reader. “Give me a 50-year-old
who knows how to work the phones and comes
with a built-in supply of solid community con-
tacts, over a 26-year-old with a master’s degree
and a pile of fresh ideas.”

“I look for people who can readily separate
[he theoretical from the practicel,” CEO Michael
Hatzenbeler says. “I want those who have
learned to value the contributions qf olhers,
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who respect the history and experience of a pre-
existing team, and those who ave ready Lo jump
tn and take on responsibility at whatever level
they are asked.”

A few readers mentioned that the availability
of non-degree oriented education for people who
had come up through the ranks—through work-
shops or even through individual courses pro-
vided by academic centers—has made it more
possible for non-degreed people to pick up the
useful skills and knowledge they may lack to
manage today's more complex organizations.

Others suggested that they had found real
gaps or misapprehensions in critical areas like
board development and financial management
among degreed hires.

While many of the respondents stated that a
strong nonprofit management degree could be a
bornus and even a deciding factor in a hire, par-
ticularly if the candidate presented strong expe-
rience, the first priority, for nearly all of the
respondents, was finding and hiring people with
“smarts” and on-the-ground experience who
could adapt, take “no” for an answer, and still
find ways to accomplish their work. “Always on
the top of my list is: ‘musi be smart.” Smart
people figure out how to learn the skills, solve
problems, and adapt as the work changes,” says
Kate Barr at the Nonprofits Assistance Fund.

Several readers, however, voiced enthusiasm
for nonprofit management degrees citing a can-
didate's willingness to go through such a
program as a demonstration of motivation and
commitment. “Twould find hiring to be far more
veliable if I knew that the prospective employee
had a nonprofil degree,” says Gayle Carlson of
the YWCA. “Of course, program credibiliiy
would come into play, bul just knowing that the
employee has the basic techrigues would help
reduce the training time for mid-management
and higher positions.”

Dennis Morrow, who runs a small nonprofit
and teaches a degree program, sums the situation
up this way: “The issue isn't 'to degree or not Lo
degree’ but rather how to pair professional man-
agement training with experienced workers—it
will be a melding of the two that morphs into the
nonprafit leader/manager of lomorrow (but of
course as in all things, we need them today).”

REPRINTS of this article may be ordered from
store.nonprofitquarterly.org, using code 140107,
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Leslie Currie, MBA
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At the University of

Dallas, | was able to

find exactly what |

was looking for in a

MBA program. | was

able to learn a broad
range of business skills and was able
to focus my area of study to where
my passions lie. My professors were
experts in their field. Because they
have years of experience working in the
nonprofit sector, they are able to bring
in real-world examples and practical
insight into the classroom. | can thank
UD for equipping me with the skills |
needed to obtain and be successful
in my current position at the American
Heart Association.




Education Directory 2007

The following directory of nonprofit
management, education programs lists
programs by state. Some institutions
offer single programs, while others offer
an array. The programs offered by each
institution are noted by numbers
accompanying the listings from 1-8.
Readers wishing to get a fuller abstract
for each program, can access the data-
base directly at hitp:/tltc.shu.edumpo/.
Educational institutions may also update
their information at this address.
Thanks to Roseanne Mirabella,
Ph.D., Associate Professor, Political
Science Department at Seton Hall
University for working in collaboration
with NPQ to produce the directory. The
database resides as Seton Hall Univer-

Auburn University at Montgomery 2, 4,5 6

Dr. Thomas Vocino, Head, Department of Politieal
Science and Public Administration, PO Box 244023,
Montgomery, AL 36117; Graduate: tvocino@mail aum.
edu, American Humanies: thaicybon@mail.aum.edu

University of Alabama at Birmingham 4 &
Dir. Akhlagque Haque, Director, UAB Station, Birming-
haim, AL 35294; ahague@uab.edu

University of Arkansas at Little Rock 1,46
Kim H. Evans, UALR Institute of Government, Insti-
tute of Government, Room 616 Ross Hall, 2801 8, Uni-
versity Drive, Little Rock, AR 72204-1009; khevans@
nalr.edn

University of Arkansas at Little Rock -
American Homanics 2

Betsy Hart, Coordinator of Community Relations,
Sociology & Anthropolgy Department, Stabler Hall,
Room 401, 2801 8. University Ave., Little Rock, AR
72204-1099; edhart@ualr.edu

Arizona State University - Graduate Program
4,5, 6

April Maguire, Administrative Assistani, Center for
Nonprofit Leadership and Management, 411 N,
Central Ave., Ste. 500, Phoenix, A7 85004-069; non-
profit@asu.edu

Arizona State University - Noneredit and

Prof al Develog t Courses 1,8

April Maguire, Administrative Assistant, Center for
Nonprofit Leadership and Management, 411 N.
Central Ave., Ste, 500, Phoenix, AZ 85004-069; non-
profit@asu.edu

Arizona State University - Undergraduate
Program 2,3

April Maguire, Administrative Assistant, Center for
Nonprofit Leadership and Management, 411 N.
Central Ave., Ste. 500, Phoenix, AZ 85004-0689; non-
profit@asi.edu
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sity and is maintained by the Seton Hall
Department of Information Technology.
Special thanks to Steve O’Brien and the
Teaching, Learning, Technology Center
for developing and maintaining the site.

Key to Listings

1. Noncredit Programs

2. Undergraduate Certificate Programs

3.Undergraduate Concentrations
(3+ courses)

4. Graduate Nonprofit Studies classes

5. Graduate Certificates

6. Graduate Concentrations Leading to
a Masters

7. Graduate Degree Majoring in Non-
profit Studies

8. Online Courses

University of Arizona 4,6

. Brinton Milward, Divector, The School of Public
Administration and Policy, 405 MeClelland Hall,
Tucsow, AZ 85721; bmilward@bpa.arizona.edu

AL IEQEMIA
ALIFORNIA

Alliant International University 4

Patrick A. Sullivan, Professor of Strategic mgmt.,
10455 Pomperado Road, San Diego, CA 92131-1798;
arahma®@alliant.edu

Azusa Pacific University 4

Susette Trinque, Graduate Adminissions, School of
Business and Management, 801 E. Alosta Ave., PO
Box 7000, Aznsa, CA 01702; strinque@apu.edi

California State University - Hayward 4,5
Kathy Ferber, Program Coordinator, 25800 Carlos Bee
Blvd., Hayward, CA 94542, eandrews@csuhayward.edu

California State University - Los Angeles 2

Dr. James Kallusky, Associate Professor, Youth
Agency Administration Studies, 5151 State University
Dr., Los Angeles, CA 90032-8165; jlallus@calstatela.edu

California State University - Los Angeles,
Political Science 4

Siegrun Fox Freyss, Divector, MSPA Program, Depart-
ment of Political Science, 51561 State University Dr.,
Los Angeles, OA 00032-822; sfreyss@cxchange.cal-
statela.edu

California State University - San Bernardino

4

Montgomery Van Wart, Professor and Departiment
Chair, Jaclk IL Brown Hall, 5500 University Park, San
Bernardino, CA 92407-2397; mpainfo@csush.edu

California State University, Fresno 1,2, 3
Matthew A, Jendian, Campus Director, Department of
Sociology, 5340 North Campus Dr., Fresno, CA 9374(0-
8019; matthewj@csufresno.edu

California State University, Long Beach 4,3
Joanne Conley, Campus Director, Dept. of Recreation
and Leisure Studies, 1250 Bellflower Boulevard, Long
Beach, CA 80840-4903; jeonley@csulb.edu

Fielding Graduate Institute 4

Charles MeClintoek, PhuD., Dean, 2112 Santa Barbara
Street, Santa Barbara, CA 93105; admissions@helding,
edu

Pepperdine University 2,3

Dr. Regan Harwell Schaffer, Executive Director,
American Humanies, Seaver College, Business
Administration Division, 24255 Pacific Coast
Highway, Malibu, CA 90263-4184; regan.schaffer@
pepperdine.edu

San Diego State University 2

Ms. Tracie Hitter, American Humanics Coordinator,
Career Services, 5500 Campanile Drive, San Diego, CA
92183-825%; thitter@projects sdsu.edu

San Franecisco State University 1,2,4,6

Dr. Genie Stowers, Program Director, Public Admini-
stration Program, 1600 Halloway Avenue, San Fran-
cisco, CA 94132; gstowers@sfsu.edu

San Jose State University 2

Dx, Nancy Da Silva, Executive Director, American
Humanics, Department of Psychology, One Washing-
ton Street, San Jose, CA 95192-0120; ndasilva@
email sjsu.edn

University of California at Berkeley 4

Dr. Nora Silver, Director, Public and Nonprofit Man-
agement Program, HAAS School of Business, 350
Barrows Hall, Berkeley, CA 84720, Silver@haas berke-
ley.edu

University of California at Irvine 1
Fundraising Certificate Program, UCI Extension,
Irvine, CA B2607; unexarts@uci.edu

University of California at Los Angeles 4,0, 8
MPP Admissions, Department of Public Policy, 3250
Public Policy Building , Box 951656, Los Angeles, CA
A0024; mppinfoi@spa ucla.edu,

University of California at Riverside 1

John F. Azzaretto, Dean, UCR Extension, 1200 Uni-
versity Avenue, Riverside, CA B2507; smedina@
ucx.uecr.edn

University of Judaism 3,4, 5,6, 7
Department of Business, 15600 Mulholland Drive, Los
Angeles, CA 90077; admissions@uj.edn

University of San Diego 4,5, 0

Pat Libly, Director, Nonprofit Leadership & Manage-
ment Program (graduate), 5998 Alcala Park, San
Diego, CA 82110; plibby@sandiegn.edu

University of San Diego American Humanics

2.4

Tracie Hitter, Executive Director, B%98 Alcala
Park, San Diego, CA 92110-2492; thitter@projects.
sdsuedu

University of San Franciseo 3,4, 8

Kathleen Fletcher, Director, Institute for Nonprofit
Organization Management, 2130 Fulton Street, San
Francisco, CA 94117, admission@usfea.edu,
fletcher@usfea.edu, inom@ustea.edu

University of Southern California 4,0

D, Elizabeth Graddy, Senlor Associate Dean of
Faculty and Academic Affairs, School of Policy, Plan-
ning & Development, Ralph and Goldy Lewis 1Tall
312, Los Angeles, CA D0089-062; graddy@usc.edu

Metropolitan State College of Denver 2, 3
Kelly Felice, MSM, Ass’t Prof. of Human Services;
Director, Center for Nonprofit Studies, Center lor Non-
profit Studies, Campus Box 12, P.O. Box 173362,
Denver, G0 80217-336; felice@mscd.edu

WWW NONPROFITQUARTERLY.ORG - SPRING 2007

YOU’'RE READY TO
MAKE THE FUTURE
A BETTER PLACE.

Success in the future requires collaboration—public, private, and nonprofit sectors working together. Walden’s

onling Master of Public Administration and Ph.D. in Public Policy and Administration can help you influence
those vital partnerships. With 37 years of experience in distance learning, Walden prepares leaders to
navigate today’s new landscape, where the boundaries between sectors are increasingly blurred.

Make the decision that can help you turn your ideas into effective policy. Call or visit us online.

ADYANCED DEGREES ONLINE FOR PUBLIC ADMINISTRATORS
888-889-5419 WALDENU.EDU

A MEMBER OF
| | THE LAUREATE
INTERNATIONAL
UN|VERSITIES NETWORK

WALDEN UNIVERSITY §

A higher degree, A higher purpose.

Walden WUniversity is accredited by The Higher Learping Commission and a
member of the North Central Association, wwwincahlc.org; 312-263-0456.
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Regis University 4,5, 6,7, 5

Lou Stenger, Assistant Professor, 3333 Regis Blvd,,
Mall Stop L-16, Denver, CO B0221; Istenger@
indra.com

University of Colorado at Colorado Springs 4,5
Dr. Terry Schwartz, program Advisor, Graduate
School of Public Affairs, P.0O.Box 7150, Colorado
Springs, CO 80833, Contact: Mary Lou Kartis:

mlkartis@ures.edu

University of Colorado at Denver 4,5 6,8
Admissions, Program on Nonprolit Organizations,
1380 Lawrence Street, Denver, CO 80204; gspa@ecud-
enver.edu

University of Northern Colorado 2,3

Dr. Cynthia Evans, Divector, Monfort Executive Prof.
Program, Department of Management, Kepner Hall,
Room 1070C, Greeley, CO B0639; cynthia. evans@
unco.edu

Eastern Connecticut State University 2

Dr. Eric Martin, Assistant Professor, Department of
Business Administration, 83 Windham Street, Willi-
mantic, CT 6226, MartinE@EasternCT.edu

Sacred Heart University 4
Valerie Christian, Director, John F. Welch College of
Business, Roncalli Hall 263, Fairfield, CT 64321023,
ChristianV@sacredheart.edu

Southern Connecticut State University 4,6
Todd Bofuth, Chairperson, Graduate School of Social
Work, 6501 Crescent Street, New Haven, CT G515;
rofuthtl@southernct.edu

University of Connecticut 4,5, 6

Valerie Rogers, Master of Public Administration
Program, MPA Program, 1800 Asylum Avenue, West
Hartford, CT 06117-268, MPAGTIConn.edn

Yale University 4,06

Professor Sharon Oster, Director, PONPO, Yale
School of Management, 135 Prospect Street, New
Hawen, CT G6200-154; sharon.oster@vale.edu

George Washington University 3

Honey W. Nashman, Assoc. Prof. Director of Human
Services Program, 501 22nd. Street, Washington, DC
20052; hnashman@gwu.edu

Georgetown University 1,4 6

Kathy Postel Kretman, Ph.D., Director of Executive
Education, Public Policy Institute, 3520 Prospect St.,
NW 4th Floor, Washington, DC 20007; gppiadmis-
sions@georgetown.edu

Howard University 2

Ms. Linda Jones, Executive Director, College of Arts
and Sciences, 2441 6th Street NW, Room 114, Wash-
ington, DC 20059; lgjones@howard.edu

The George Washington University 4,5, 0
Michael J. Worth, Professor of Nonprofit Management,
School of Public Policy and Public Administration,
805 21st Strect, NW, Washington, DC 20052,
mjworth@gwu.edu

University of the Distriet of Columbia 1,2
Sylvia Benatti, Executive Director, Building 41, Room
400-20, 4200 Connecticut Avenue, NW, Washingtan,
DC 20008; sbenatti@ude.edu

FELAWARE

University of Delaware 1,4,6

Dr. Jeffrey Raffel, Director, The School of Urban
Affairs and Public Policy, 184 Graham Hall, Newanrls,
DE 19716; raffel@udel.edu
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FLORIDA

Barry University 1

Marina Paolov, President, In partnership with the
Florida Assaociation of Nonprofit Organizations, 7480
Fairway Drive, #206, Miami Lakes, FL 33014,
fancinfo@fano.org

Florida Atlantic University 3.4,5,6,7

Ronald C. Nyhan, Associate Professor, College of
Architeeture, Urban and Public Affairs, 111 East Las
Olas Boulevard, Ft. Landerdale, FL 33301; renyhan@
fan.edu

Florida State University 4,06

. Aavon McMeece, Dean and Walter W. Hudson Pro-
fessor of Social Work, School of Social Worl, Office of
Graduate Student Affairs, Tallahassee, FL 32306-202;
grad@ssw. [su.edu

Rollins College |

Emily Furlong, Senior Program Manager, 1000 Holt
Avene - 2756, Winter Park, FL 32789; efurlong@
rollins. edu

University of Central Florida 2,5,4,5,6, 8
Mary Ann Foldheim, Ph.D., Nonprofit Management
Programs Coordinator, Department of Public Admin-
istration, HPA IT Suite 238, Orlando, FL 32816-220;
mfeldhei@mail uel.edu

University of Gentral Florida - American
Humanfes 2,3, 8

Ms. Stephanie Krick, Director, Ameriean Humanics,
College of Health and Public Affairs, PO Box 163224,
Orlands, FL 328163224; skrick@mail.ucl.edn

University of South Florida - Continuing
Education Program |

Lisa Orr, Program Coordinator, 4202 East Fowler
Ave,, Tampa, FL 33620; lisaorr@admin usledu

University of Sonth Florida - Public
Adminstration 4 5 6

Joan E. Pynes, Director, Public Administration,
Public Administration Program, 4202 E. Fowler
Averme, SOC 107, Tampa, FL 33620-810; pynes@
cas.usf edu

University of West Florida 4

Dr. William Tankersley, Program Divector, College of
Professional Studies, 11000 Thiversity Parkway, Pen-
sacola, 'L 32514; wiankers@uwl edu

EORGIA

Clayton College and State University 2,3

Dr. Sandy Harrison, Professor of Psychology and
Human Services, American Humanics Program, 5000
North Lee Street, Morrow, GA 30260; sharrison@
mail clayton.edu

Georgia College and State University 2

Ms. Sara Faircloth, American Humanics Program
Coordinator, Office of Experiential Learning, Beeson
Hall W-2 , Canpus Box 101, Milledgeville, GA 31061;
sara.faircloth@gesu. edu

Georgia State University 4,50

Dennis Young, Bernard B. and Eugenia A. Ramsey
Chair of Private Enterprise, Andrew Young School of
Policy Studies, Georgia State University, University
Flaza, 1275 Urban Life, Atlanta, GA 30303; nonprofit-
studiesprogram@gsu.edu

Kennesaw State University 2,4,6

T Zimmermann, Director, MPA Program, 1000 Chas-
tain Road, Kennesaw, GA 30144; uzimmerm@kene-
saw.edu Humanics: apeters@kennesaw.edu

University of Georgia 1,4,5,6,7

Dr. Tom Holland, Professor of Social Work, Institote
Tor Nonprofit Management, The Graduate School,
Athens, GA 30602; tholland@arches.uga.edu

Graceland University 2

Tabor Nowlin, Campus Director, American Human-
ics, LE.A.ID, Director, 1 Universily Place, Lamoni, [A
50140; tnowlin@graceland.edu

University of Towa 4,8

Envollment Services, Enrollment Services, Center for
Credit Programs, 118 International Center, lowa City,
1A 52242-18(); credit-programs@uiowa.edu or law-non-
profit@uiowa. ecu

University of Northern Iowa 3 4,0

Stacy Van Gorp, Program Advisor, UNI Continuing
Education, 2637 Hudson Road, Cedar Falls, TA 50614-
022; stacy.vangorp@uni.edu

University of Northern Lowa -

American Humanics 2,3

Ms. Stacy Van Gorp, Executive Director, School of
Health, Physical Education & Leisure Studies, 215
Wellness/Recreation Center, Cedar Falls, 1A 50614~
024; stacy.vangorp@uni.edn

Aurvora University 3

Dan Phelps, Director, Social Work Program, School of
Social Work, 347 8. Gladsione Avenue, Aurora, [L
60506489, dphelps@aurora.edu

DePanl University 1,4,5,6

JI. Patrick Murphy, Program Director, Associate Pro-
fessor, ["ublic Services Graduate Program, 25 E.
Jackson, Suite 1260, Chicago, IL 60604; pubserv@
depaul.edu

Illinois Institute of Technology 4,06,
Assistant Director/Admissions Coordinator, 565 West
Adams Street, Suite 659, Chicago, 1L 60661-369; mpa@
iit.edu

Loyola University Chicago 4,5

Lonis Delgado, Graduate Program Director, Philan-
thropy & Nonprofil Sector Graduate Certificate
Program, 820 N. Michigan Avenue, Chicago, 1L 60G11;
ldelgad@lue.edu

North Park University 1,2,4,5,6,7, 8

Chris Nicholson, Director of Admissions, 32256 West
Foster Avenue, Chicago, IL 60625; cnicholson@north-
park.edu

Northern Illinois University 4
Daonald C. Menzel, Professor, Division of Public
Administration, De Kalb, [L 60115; dmenzel@nin.edu

Northwestern University 1,4, 06

Liz Howard, Associate Director, SBEEK Program,
Kellogg Graduate School of Management, Evanston,
TL 6020§; liz-howard@lkellogg northwestern.edu

Northwestern University School of

Continuing Studies 1

Tim Gordan, Associate Dean of Student Services and
Registration, 339 East Chicago Ave., Chicago, IL
GOB010388; teordon@northwestern.edn

Roosevelt University 4,5, 6

David Hamilton, Chair, Department of Folitical
Science and Public Administration, 430 8. Michigan
Avenue, Chicago, IL 60608, dhamillo@roosevelt.edu

Saint Xavier University 4,5

Sr. Margaret Mary Hinz, Associate Director Graduate
Programs, 3700 W 103rd Street, Chicago, 1L 60655;
hinz@sxu.eda

Southern Ilinois University - Edwardsville 4,5,
G

Richard Bush, Assistant Frofessor, Box 1457,
Bdwardsville, 1L G20206; rbush@sive.edn
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Spertus Institute of Jewish Studies 4,6, 7
gpertus Center for Nonprofil Management, 618 5.
Michigan Avenue, Chicago, 1L 60605; nwhiteside®
spertus.edu

University of Illinois at Chicago 3

Dr. Kate Pravera, Director of Professional Education,
Certificate in Nonprofit Management, Online
Program, 412 South Peoria Street, Chicago, 1L 60607;
cnmonline@uic.edu

Western Illinois University 2

Dr. Dean A. Zoerink, Campus Director, American
Humanics, Department of Becreation, Park and
Tourism Administration, 1 University Civele, Macomb,
11 614566; da-zoerink@win.edn

Indiana State University 2

Dr. Nancy Brattain Rogers, Campus Directar, Ameri-
can Homanies, Department of Recreation and Sport
Mamagement, Arena B-64, Terre Haute, IN 47800; nan-
eyrogers@indstate.edu

Indiana University - Bloomington 1,2 3,4 5,06
Chad Cain, Coordinator of Graduate Student Recruit-
ment, SPEA Bldg., Room 260, Bloomington, IN 47405;
caind@indiana. edu

Indiana University, Center on

Philanthropy 1,2,3,4,56,6.7

Charles Johnson, Assistant Director of Academic Pro-
grams, Center on Philanthropy, 550 West North
Street, Suite 301, Indianapolis, IN 46202-3272; cha-
johns@inpui.edo

Indiana University - Purdue Tniversity -
Indianapolis 4,5, G, 8

Debra Mesch, Associate Professor and Director of
Public Affairs, B01 W. Michigan Streef, Indianapolis,
IN 46202; speaga@iupui.edu

University of Notre Dame 4,6

Kimberly Brennan, MNA, Program Manager of the
Master of Nonprofit Administration, Mendoza College
of Business, University of Notre Dame, 340 Mendoza
College of Business, Notre Dame, IN 465666-0399;
brennan 53@nd edn

h

Kansas State University 2

Dr, Olivia P. Collins, Director, American Humanics,
918 N. Manhattan Ave., Manhattan, KS 6656025228;
ocolling@ksu. edu

Wichita State University 1

Lynne MeCraw Schall, Center for Urban Studies, Hugo
Wall School of Urban and Fublic Affair, 208 Lindquist
Hall, 1845 Fairmount, Wichita, K8 67260-015;
Iynme. schall@wichita.edu

Murray State Tmiversity 2

Roger Weis, Ph.D., Campus Director, American
Humanies, 105 Carr Health Building, PO Box 9,
Murray, KY 42071; roger.weis@murraystate. edu

Western Kentucky University 2,1, 8

Dr. Raymond Poff, Executive Director, American
Humanics, Department of Physical Education and
Reereation, 1906 College Heights Blvdl. #21090, Bowling
Green, KY 42101-108; raymond.poff@wlu.edu

Louisiana State University in

Shreveport 1,2,3,4,6

Norman A. Dolch, Ph.D., Director of the American
Humanics Program, One University Place, Shreve-
port, LA 711152399; ndolch@pilot.lsus edu

SPRING 2007 - WWW.NONPROFITQUARTERLY.ORG

MILANO THE NEW SCHODL
FOR MANAGEMENT AND URBAN POLICY

A graduate school that
makes a difference

Discover the graduate school where the most innovative
ideas in management and urban policy are tested in
real time. Located in the heart of New York City, Milano’s
convenient, flexible programs for working professionals
give you unmatched opportunities to learn from experts
and advance your career.

Earn a Master of Science degree in:
Nonprofit Management

Urban Policy Analysis and Management
Human Resources Management
Organizational Change Management
Health Services Management and Policy

We also offer a PhD degree in Public
and Urban Policy.

INFORMATION SESSIONS
Thursday, April 12 at 6:00 p.m.
Saturday, May 12 at 10:00 a.m.
Tuesday, June 12 at 6:00 p.m.

72 Fifth Avenue, New York City
To RSVP or more infarmation:
milanoadmissions@newschool.edu

www.milano.newschool.edu

An affirrnative action/egual oppartunity institution,

LA T, 5 [
YEe 3 i i L5
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Southern University 4,6

Mylon Winn, Associate Professor, Graduate School,
Box 9656, Baton Rouge, LA T0813; charmaine _
williams@subr edu

Kavier University of Lousiana 1,2
Donielle Smith Flynn, Campus Director, American
Humanies, 7325 Palmetto Street, Box 37B, Now
Orleans, LA T0125; dsmithfi@xula.edu

MASSACH

Bay Path College 4.5, 8

Melissa Morriss-Olson, Professor and Divector, Grad-
uate Programs in Nonprofit Management and Philan-
thropy, 688 Longmeadow Street, Longmeadow, MA
1106; nunolson®@baypath.edu

Boston Collega 4 G

Alberte Godenzi, Dean, Graduate School of Social
Worle, MeGuinn Hall, Chestnut Hill, MA 2467; gsswi@
be.edu

Boston University School of Management 4
Publie and Nonprofit Management Program, 585 Com-
monwealth Avenue, Boston, MA 2215; pubmgmt@hbu,
edu

Boston University School of Social Work 4, 6
Gail Steketee, Ph.D., Interim Dean, 264 Bay Stale
Road, Boston, MA 2215, steketee@buedu

Brandeis University 4,6, 7

James Sabourin, Assistant Dean, The Heller School
for Social Policy and Management, PO Box 9110, MS
035, Waltham, MA 24549110; sabourin@brandeis.edn

Cambridge College 4

Nonprofit and Public Organization Management, 1000
Massachusetts Avenue, Cambridge, MA 21385-204;
admit@camhridgecollege.edu

Clark University 4,6

Max Hess, Director of Gracduate Programs, College of
Professional and Continuing Education, 850 Main
Street, Worcester, MA 01610-147; mhess@clariaedu

Harvard Business School 4

Laura Moon, ThHrector, Social Enterprise Initiative,
Loeb House 3rd floor, Soldiers Field, Boston, MA
2163; se@hbs.edu

Harvard University 4,6
JFK School of Government, 79 JFK Street, Cambridge,
MA 2138; hauser_center@harvard.edu

Lesley College 1,4 6,7

Marian Darlington-ope, Director, Nonprofit Manage-
ment Programs, School of Management, 29 Everett
Street, Cambridge, MA 2138; mdarling@mail lesley.
edu

Tufts University 4,5 6
Molly Mead, Lincoln Filene Professor, Lincoln Filene
Center, Medford, MA 21565, molly. mead@tufts.edn

University of Massachusetts, Amherst 4
Brenda Bushouse, Assistant Professor, Center for
Public: Policy and Administration, 422 Thompson Hall,
Amherst, MA 1003; bushouse@polsci, umass.edu

Worcester State College 4 6,7

Dr. Maureen Power, Program Coordinator, Master of
Science in Nonprofit Management, 486 Chandler Street,
Worcester, MA 1602; mepower@worcester.edu

MARYLAND

College of Notre Dlame of Maryland 3,4.5, 6,7
Ann Whitney Brethan, Coordinator of Nonprofit Man-
agement Programs, Graduate Studies, 4701 N, Charles
St., Baltimore, MD 21210; abreihan@ndim.edu
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Coppin State College 2

Ms. Tenyo Pearl, Campus Director, American Human-
ies, Social Science Department, 2500 W, North Avenue,
Baltimore, MD 21215-3698; tpearl@coppin.edu

Johns Hopkins University 4,5 6

Institute for Policy Studics, Wyman Park Building,
3400 N Charles Street, Baltimore, MD 212182696;
mpp@ihn.edn

University of Baltimore 2

Dr, JessicaElfenbein, Campus Director, American
Hummanies, Legal, Ethical and Historical Studies, 1420
N. Charles Street, Baltimore, MD 21201-577; jelfen-
bein@ubalt.edu

University of Maryland - College Park 4
William Powers, Assoc, Dean, 2101E Van Munching,
College Park, MDD 20742; puaf-admissions@
umail. umd.edu

University of Maryland, University

College 4,5, 6,8

Not-for-Profit Management Program, University
College, 3501 University Boulevard East, Adelphi, MD
20783; umucinfo@nova umue.edi

MICHIGAN

Eastern Michigan University - American
Humanics 2,1

i, Claudia Petrescu, Campus Directar, Department
of Palitical Science, 601 Pray Harrold, Ypslanti, MI
48197; humanics@emich.edu

Eastern Michigan University -

MPA Program 4,5, 0,8

Susan C. Kattelus, Professor of Accounting, CPA,
CGFM, Department of Political Seience, 601 Pray-
Harrold, Ypsilant, MI 48197; susan. kattelus@emich,
eru

Grand Valley State University 2,3, 4, 6.6

Idan Balfour, Director, SPNA ¢ 2nd Floor, Bldg. C =
DieVos Center, 401 W. Fulton Street, Grand Rapids, MI
48504; balfourd@gyvsw.edu Humanics: williamq@gvsu,
edu

Lawrence Technological University 1,4,5,8 8
Jerry Lindman, J.D),, Senior Lecturer and Director of
the Center for Nonprofit Management, College of Man-
agement - Center for Nonprofit Management, 21000
West Ten Mile Rd, Southfield, MI 48075-1054;
lindman@iiu._edu

Michigan State University 1,8

Katie Burnham Laverly, President, Society lor Non-
profit Organizations, The Learning Institute for Non-
profit Organizations, 5820 Canton Center Rd, Ste
#165, Canton, MI 48187; kburnham@snpo.org

Qakland University 4, 5,6

Dale Nesbary, Director, Director, Master of Public
Administration Program, Department of Political
Science, Rochester, MI 48309-4401; nesbary@
valdand. edu

University of Michigan 4,6

Ashley Zwicl, Managing Director, Nonprofit and Publie
Management Center, Collaboration between three
schools: Social Work (SW), Business (Bus Ad), Public
Policy (Pub Pol), 1080 South University Avenue, Ann
Arbor, MI 48108-110; zwicka@umich.cdu

University of Michigan School of

Social Work 1,4,5,6,7

John E. Tropman, Professor, School of Social Werk,
1065 Frieze Building, Ann Arhor, MI 48109; Lropman@
umich edu

Walsh College 1

Dr, Marla Scale, Vice President, Dean & Chief Acade-
mie Officer, 3838 Livernois, Troy, MI 48007; admis-
sions@walshcollege.edu

Wayne State University 3,456

Daphne W. Ntivi, Associate Professor & Chair, Non-
Profit Sector Studies, 5700 Cass Awve, #2142, Detroit,
MI 48202; dntiri@wayne.edu

Western Michigan University 2,4, 5, 6

Janice Maatman, Director of Nonprofit Edueation Pro-
grams, 50 W. Jackson Street, Battle Creek, ML49017;
Janice.maatman@wmich.edn

MINNESOTA

Hamline University 1,4,6,7

Cathy Gustafson, Program Director, Graduate School,
1636 Hewitt Averme North, St. Paul, MN 656104; grad-
prog@hamline.edu

Minnesota State University Mankato 2,8

Keith Lueblke, Divectar, Nonpirofit Leadership Certifi-
cate Program, 113 Armstrong Hall, Mankato, MN
B6001; keith.luebke@mnsu.edu

Saint Mary’s University of Minnesota 4
Deborah Ward, M.A., CFRE, Pragram Director, 700
Terrace leights#77, Winona, MN b5087-138, DWard@
smumn.edu

St. Cloud State University 4,0

Patricia Hughes, Professor, Program Director,
Departments of BEconomics and Political Science, 386
Stewart Hall, St. Cloud, MN 56301; pahughes@
steloudstate edon

University of Minnesota,

Humphrey Institute 4,5 6

Admissions Office, Director of Admissions, 225
Humphvey, 301- 19th Avenae Soutl, Minneapolis, MN
554556, hhhadmit@umn.edu

University of 8t. Thomas - Center for
Nonprofit Management 4 6

Center for Nonprofit Management, 1000 LaSalle
Averme, TMH 153, Minneapolis, MN 55403; che@
stthomas.edu

MISSOUR!_
Lindenwood University 2,13, 4, 6
Sheryl Guffey, Executive Director, American Human-

ics, 209 8. Kings Highway, St. Charles, MO 63301,
SCuffey@lindenwood.edu

Missouri Valley College 2

Tammy Harrelson, Campus Director, Instructor in
Human Service Education Division, Department of
Human Services, 500 East College Avenue, Marshall,
MO 6i5340; harrelsont@moval.edn

Park University 4,5,6,8

Laurie N. DiPadova-Stocks, Ph.D., Dean, Hauptmann
Schaal for Public Affairs, 911 Main, Suite 800, Kansas
City, MO G4105; gradschool@parl.edu

Rockhurst Umiversity 2,3

Amy Mulligan Kennedy, Director, Nonprofit Leader-
ship Studies and American Humanics, Nonprofit
Leadership Studies, 1100 Rockhurst Road, Kansas
City, MO 64110; nonprofit.leadership@rocldwurst.edu

St. Louis University 4, 6

Steven Wernet, Director, School of S8ocial Service,
3550 Lindell Blvd,, 5t. Louis, MO 63103; wernetsp@
slu.edu

University of Missouri at

Kansas City 1,2,73,4,5,6

David Renz, Director, Midwest Center for Nonprofit
Leadership, 5110 Cherry Street, Kansas City, MO
4 110; renzd@umkce.edu

University of Missonri at

St.Louis 1,2,3,4,5,6

John E. MeClusky, Director, 8001 Natural Bridge
Road, St, Louis, MO 63121-4409; meelusky@umslLedu
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William Jewell College 2

Kevin Shaffstall, Executive Director, American
Humanics, Pryor Leadership Studies Program, 500
College Hill, Liberty, MO G4068; shaffstalL.@
willizm, jewell.edo

IISSISSIPPI

University of Southern Mississippi 4
Michael Forster, Assistant Professor, Box 5114, Hat-
tiesburg, MS 3840651 14; michael forster@ustmn.edu

University of Southern Mississippi, American
Humanics 2

Dr. Ann Marie Kinnell, Carmpus Director, American
Humanies, Office of Community Service Learning,
PO Box 5067, Hattiesburg, M3 38406, Ann. Kinnell@
nsm.edu

MONTANA

University of Montana 2

Dr. Andrea Vernon, Director of the Office for Civie
Engagement, Office lor Civie Engagement, Davidson
Honors College 015, Missoula, MT 58812;
andreavernon@mso. umt.edu

MORTH CARDLINA

Duke University 1,8
Laura Edgerton, Director, 111-1/2 Churton Street,
Hillsborough, NC 27278; laura. edgerton@duke edu

High Point University 2, 13,4,6

Mr. David Walker, Graduate Program Director,
Department of Behavioral Sciences and Human Ser-
vices, University Station, 3471, High Point, NC 27262-
360; dwalker@highpoint.edu Humanics:prauarrill@
highpoint.edu

North Carelina State University 4,5

Liz 0'Sullivan, Director, Public Administration
Program, Dept. of Political Science & Public Adminis-
trafion, N.C. State University, Raleigh, NC 276056-810,
Elizabethann_OSullivan@nesu.edu

Shaw University American Humanies 1 2
William A. Thurston, Ph.D., Director of American
Humanics, 118 East South Street, Raleigh, NC 27601;
wilhursto@shawn.edu

University of North Carolina -

Greensboro 4,5, 6

Dir, Ken Klase, MPA Program Director, Department of
Political Science, 234 Graham Building, Greensbaro,
NC 27402-617; kalklase@uncg, edu

University of North Carolina at

Chapel Hill 45,5

Gordon Whitaker, Nonprofit advisor, CB #3330,
Knapp-Sanders Building, School of Government,
Chapel Hill, NC 27599-333; whitaker@sog unc.edu

University of North Carolina at Chapel Hill,
Social Work 4,5, 6

Richard Edwards, Ph.D., Program Coordinator, Non-
profit Leadership Certificate Program, UNC-CH
School of Social Work, 301 Pittsboro St., CB 3550,
Chapel Hill, NC 27589-355; redwards@une edu

NORTH DAKOTA

University of North Dakota 2

Ms, Heather Helgeson, Campus Director, American
Humanies, Gillette Hall, Room 302, Centennial Drive,

PO Box 7135, Grand Forks, ND 58202-7135;
heather.helgeson@und.edu

NEBRASKA

University of Nebraska at Omaha 1,2 4,6
Russell Smith, Ph.D2., Director, School of Public
Administration, 6001 Dadge Street, Annex 27, Omaha,
NE 68182-268; ramith@mail unomaha.edu
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Better IDEST,
Youte doing good. We can help you
do it better so you’ﬂ be the best.

MASTER OF SCIENCE IN NONPROFIT MANAGEMENT
AND PHILANTHROPY

GRADUATE CERTIFICATE IN FUNDRAISING MANAGEMENT
GRADUATE CERTIFICATE IN NONPROFIT MANAGEMENT

Programs designed specifically for the nonprofit
professional. Choose online or on campus, and
earn a degree and credentials that can expand your
career...and change your life.

Bay Path offers the Trustees’ Leadership Development Scholarship
Program for employees of nonprofit organizations — contact the Dean
of Graduate Admissions for more information and eligibility requirements.

To learn more, make an appointment,

or register for an info session, visit
www.baypatb.edu, call 800.782.7284,

ext. 1332, or e-mail graduate@baypath.edu

The GRADUATE

SCHOOL @ B% P.’:‘L
800.782.7284 EXT 1332
oll

ege GRADUATE@'BAYPATH.EDU

WWW.BAYPATH.EDU

LONGMEADOW, MA
ONLY 20 MINUTES EROM HARTFORD, CONVENIENTLY OFF 1-91
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Enhance your ability to

collaborate creatively
and inspire others.

Earn your Master of Science in Community
Leadership, a unique 36-credit program
available entirely through online coursework.
The degree emphasizes: understanding inter-
connections and the ecology of community;
systems thinking; program design, evaluation
and sustainability; collaborating with diverse
groups; consensus building; and balancing
community and individual goals.

Founded in 1878, Duquesne
University is among

The Princeton Review’s 25
“Mast Connected Campuses”

Graduate leadership programs with focuses

on business ethics, information technology

or liberal studies are also available online.

A certificate in organizational leadership, DUQUESN E
designed for professionals in animal advocacy, UNIVERSITY
is offered in collaboration with The Humane

PROFESSIONAL ADVANCEMENT

SCHOQL OF LEADERSHIP AND
Society of the United States.

www.leadership,duq.edu/comm 1.800.283.3853

Master of Arts in

B Establish a life-long professional network -
with students from across North Ameri

B Complete your degree in three years — =
spend just 18 days on campus each summer
in a scholarly and reflective learning communi

B Take courses taught by recognized scholars
and practitioners knowledgeable in their fields.

71

Saint Mary’s
University

OF MINNESOTA

Scholarships are availabls

FOR VMIORE INFORMATION:
Deborah Ward, M.A., CFRE
Program Director
507-457-1977

dward@smumn.edu

Antioch University 1,4,7

Master of Homan Services Administration, 40 Avon
Strect, Keene, NH 34313-516; admissions@aniiochne.
edi

Dartmouth College 4

Richard C. Sansing, Associate Prolessor, Tuck School
of Business at Dartmouth, 100 Tuck Hall, Hanover,
NH 23722; richard.c.sansing@dartmouth.edu

New England College 4,6, 8

Julie Coon, Associate Director of Graduate Admis-
sions, 24 Bridge Street, Henniker, NH 3242; jeoon@
nec.edu

University of New Hampshire 1,8

Linda Conti, Marketing Direetor, Professional Devel-
opment & Training, 6 Garrison Avenue, Durham, NH
3824 lac@eisunixunh.edu

Kean University 4,6

Dr. Patricia Moore, Program Coordinaior, College of
Business and Public Administrarion, Willis (W) 211,
1000 Morris Avenue, Union, MN.J 7083; pmoore@ kearn,
edn

Rutgers University - Newark 4, 5

Alan Zalkind, Director, MPA and Execntive MPA
Program, Department of Public Administration, 701
11ill Hall, 360 King Boulevard, Newark, NJ 71021-801;
pubadmin@andromeda rutgers.edu

Rutgers University/Camden College 2,3

Jon Van Til, Professor of Urban Studies, Department
of Public Policy and Administration, 321 Cooper
Street, Camden, NJ 8102; vantil@crab.rutgers.edu

Seton Hall University 1,2,5.4, 5,0

Roseanne Mirabella and Naomi Wish, Campus Direc-
tor, American Humanics; Chair Department of Public
and Healtlcare Administration, Departments of Polit-
ical Science and Public and Healtheare Administra-
tion, 400 South Orange Avenue, South Orange, NJ
7079; mirabero@shu edu; Gradnate Program, wish-
naom@shuedu

The College of New Jersey 1

Nonprofit Management Development Program, School
of Business, PO Box 7718, Bwing, NJ 86280718;
bonner@tenj.edu

University of Nevada, Reno |

Fred B, Holman, Ph.D., Vice Provost for Extended
Studies, Bxtended Studies/048, Continuing Education
Building, 1041 N. Virginia St., Reno, NV 89557; dgali@
unr.edu.

Binghamton University 1

Alison Alden, Director of Professional Development
and Research, School of Education & Human Devel-
opment, Binghamton, NY 13902; aalden@bingharmton.
edu

C.W. Post College 4,56

Thomas C. Webster, Chair, Long Island University,
720 Northern Blvd.. Brookville, NY 115648-130;
thomas.webster@liv.edu

Columbia University - Division of Executive
Education 1

Lisa (. Hines, Director, Institute for Nonprofit Man-
agement, Graduate School of Business, Div of Execu-
tive Bd, 310 Uris Hall, New York, NY 10027; inm@
columbia.edu
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Columbia University - Graduate School of
Business 1, 4,6

Caralyn Champ, Associate Direclor, Social Enter-
prise Program, Social Enterprise Program, 3022
Broadway, Room 700, New York, NY 10027; socialen-
terprise@gsh. columbia.edu

Columbia University - School of Continuing
Education 4

Lucas Rubin, Director, Master of Science in Fundrais-
ing Management, Fundraising Management Program,
403 Lewisohn, 2070 Broadway, Mail Code 4110, New
Yorkk, NY 10027-6%0; ce-info@columbia.edu

Columbia University- School of International
and Public Alfairs 4

Brendan O'Flaherty, MPA Program Director, School
of International and Public Affairs, 420 West 118th
Street, 16th Floor, New York, NY 10027, bo2@colum-
hia.edu

CUNY - Baruch College 2, 4,6

Fred Lane, Professor, One Bernard Baruch Way, New
York, NY 10010; [lane@newton. baruch.cuny.edu
Humanics:Stan_Altman@baruch, cuny.edu

CUNY - Hunter College 1,4,

Harold Weissman, Director, Post-MSW Cerlilicate
Program, School of Social Work, 129 E. 79th Street,
New York, NY 10021; grad.socworkadvisor@
honter.cuny.edu

Fordham University School of Law 4

Linda Sugin, School of Law, 33 West 60th Street, 2nd
Floor, Room 222, New York, NY 10023; lsugin@
mail Jawnet fordham.edu

Long Island University 1,4, 6

Judith J. Kirchhoff, MPA Program Divector, Brooklyn
Campus, University Plaza, Brooklyn, NY 11201;
admissions@brooklyliv.edu

Marist College 4
Graduate Admissions, Marist College, 3399 North
Road, Poughkeepsie, NY 12601; graduate@imarist. edu

New School University 1, 4,67

Riliki Abzug, Associate Professor & Chair, Nonpralit
Management, Nonprofit Management Program,
Milane Graduate School, New School University, 72
Fifth Avenue, New Yorlk, NY 10011, AbzugR@
newschool.edu

New York University - School of Continuing &
Professional Studies 1

Robert 8. Lapiner, Dean of Continuing and Profes-
sional Studies, 145 4th Avenue, Room 201, New York,
NY 10003; sepsinfo@nyu.edu

New York University - Wagner

Graduoate School 4,6

Leanna Stiefel, Director, The Puck Building, 295
Lafayette Street , 2nd Floor, New Youk, NY 10012-960;
wagner.admissions@nyu.edu

Roberts Wesleyan College 4 5

Sandra Ferguson, Admissions Coordinator, 2301
Westside Drive, Rochester, NY 14624, Ferguson_
Sandra@roberts.edu

Siena College 4

Michael Van Patten, Accounting and Business Law
Department, School of Buesiness, 515 Loudon Road,
Loudonville, NY 12211-146, Vanpatten@siena_edu

SUNY College at Brockport 4, 6

D, James Fatula, Chair, Departiment of Public Admin-
istration, 35() New Campus Drive, Brockport, NY
14420-206; jfatula@brockport.edu

SUNY College at Buffalo 2

Dr. Margarei Shaw-Burnett, Executive Director,
American Humanics, Continuing Professional
Studies, 1300 Elmwood Avenue, Cleveland Hall #210,
Buffalo, NY 14222-109; shawma@buffalosiate.edn

Concentrations in:

SUNY College at Oneonta 2

Linda Drake, Director, Center for Social Responsibil-
ity & Community, 226 Alumni Hall, Oneonta, NY
13820; drakelm@oneonta.edu

SUNY University at Albany 4

Judith B. 8aidel, Ph.D)., Executive Director, Center for
Women in Government, Rockefeller College, Milne
Hall, 135 Western Avenue, Albany, NY 12222, saidel@
ese.albany. edu

SUNY University at Buffalo 4,6

Kathleen A. Kost, Ph.D., Associate Dean for Acade-
mic Affairs and Director of the MSW Program, School
of Social Wirly, 685 Baldy Hall, Buffalo, NY 142601050;
kost@acsu.bulfalo.edu

Syracuse University 4,5

Rosemary O'Leary, Director, Ph.D. Program, The
Maxwell School, 215 Eggers Hall, Syracuse, NY
132441090; roleary@maxwell. syr.edu

Yeshiva University 4

Sheldon R. Gelman, Dean, Belfer Hall, 2405 Amster-
dam Avenue, New York, NY L0033; wsswadmissions@
ymail.yn.edu

Case Western Reserve University 1,4, 5.6
Rebecea Zirm, Director of Recruitment, 10900 Euelid
Avenue, Cleveland, OH 44 106-T16; menoadmissions@
case.edu or rebecea.zirm@case.edu

Cleveland State University 3,4, 5,6

Jennifer Alexander, Associate Professor, Levin
College of Urban Affairs, 2121 Euclid Avenue, Cleve-
land, OH 44115; jalex@urban.csuohio.edu

Franklin Umiveristy 2, 4

Lorraine Hartley, Asst. Dean, Graduate School, 201
South Grant Avenue, Columbus, OH 43215, gradschl@
franklin.edu

The Heller School

for Social Policy and Management

MASTER OF BUSINESS ADMINISTRATION

managing for a social mission

+ Social Policy and Management
o Children, Youth and Family Policy and

Management

¢ Health Care Policy and Management

¢ Sustainable Development

tel: 781-736-3820
HellerAdmissions@Brandeis.edu

- ik

http://helIer.bréndeis.edu “
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Kent State University 4,6
Joseph Drew, MPA Coordinator/Associale Provost,
308 Bowman Hall, Kent, OH 44242, jdrew@kent.edu

Ohio State University 1,4 6

Tom Gregoire, Associate Dean and Director of the
M.S.W. Program, The College of Social Work, 1947
College Road, Columbus, OH 4321(0; gregoire.5@osu.
edu

Tnion Institute, The 4,6

Linda C. Van Volkenburgh, Director, Institutional
Research, 440 E. McMillan Street, Cincinatti, OH
45206; lvan@hui.edn

University of Akron 4,56

Julia Beckett, Ph.D., 1.D., MEA Program Coordinator,
Department of Public Administration and Urban
Studies, The Polsly Building 2656, Akvon, OH 44325;
Jlott@uakron.edu or jbecket@uakron.edu

Wright State University 2, 4,5

Jack Dustin, Chair, Department of Urban Aflairs, 62
Rike Hall, Dayton, OH 45435; jack.dustin@wright.edu;
Humanics: mary.wenning@wright.edu

Youngstown State University 2,3

Dr. Jane S. Reid, Campus Director and Professor of
Marketing, Center for Nonprofit Leradership, One Uni-
versity Plaza, Youmgstown, OH 44655; jmreid@ysu.edu

Portland State University - Division of Public
Administration 1,3, 4,60

Sharon Hasenjaeger, Program Coordinator, Division
of Public Administration/INPM, PO Box 751, Port-
land, OR 97207-0751; inpm@&pdx.edu

Portland State University - Social Work 4, 6
Richard W. Hunter, Assistant Professor, Graduate
School of Social Work, PO Box 751, Portland, OR
97207-0751; hunterr@pdx.edu

i With Thanks i

We are very grateful to the
following individuals for their
founding contributions to
NINA, the new publisher of
the Nonprofit Quarterly.

Elizabeth Boris
Harvey Chess

rofit

Non
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Southern Oregon University 2,3,4,5,8
Ms. Allison Koenig, Divector, Nonprofit Management
Program, Schoal of Business, 1250 Siskiyou Boule-
vard, Ashland, OR 97520; koenigal@sou.edu

University of Oregon 3, 4,56

Renee A, Irvin, Director, Nonprofit Certificate
Program, Department of Planning, Public Policy and
Management, 106 Hendricks Hall, 1209 University of
Oregon, Eugene, OR 97403-1209; rirvin@uoregon.edu

Duguesne University - Sehool of Leadership
and Professional Advancement 4,8

G00 Forbes Avenue, Pittsburgh, PA 15282; leadership@
dug.edu

Eastern University 4,6, 7

Denise Robinson, Director, Nonprofit Management
Program, Nonprofit Management Program, 1300
Eagle Road, St. Davids, PA 10087; drobinso@eastern.
edu

Gratz College 4,5,6,8

Rommi Ticker, Director, Online & Distance Learning,
7605 Old York Road, Melrose Park, PA 19027; riicker@
gratz.edu

Indiana University of Pennsylvania 4,6

Dr. Susan Boser, Doctoral Coordinator, Admin &
Leadership Studies, McElhaney Hall, Room 102, 441
Morth Walk, Indiana, PA 15705-108; shoser@iup, cdu

LaSalle University 1
Laura Otten, Ph.D,, Director, 1900 West Olney Avenue,
Philadelphia, PA 19141; nonprofitcenter@lasalle.cdn

Marywood University 1,4
. Alicia MeDonnell, Depariment Chair, College of

Health and Human Services, Seranton, PA 18508;
pubadm@marywood.edn

How To.
In

by Really Trying rl

trends and ide

Kim Klein, auther,
Fundraising for Social Change

Richard Brewste,
National Center on
Monptofit Enterprise

The Alliance for Nonprofit Excellence is a management support organization
committed to strengthening organizations that meet community needs. Visit
www _npexcellence org/conference him or call (801) 684-6605 x28 for information

Robert Morris University 1,4

Michele T. Cole, Director, MS in Nonprofit Manage-
ment Program, 6001 University Blvd, Moon Township,
TA 15108; cole@rimu.edu

Slippery Rock University 2

Alice Kaiser-Drobney, Director, Conmunity Service
TLearning Institute, The Tnstitute for Community,
Service-Learning and Nonprofit Leadership, Robert
Lowry Center, Slippery Rock, PA 16057; alice Laiser-
drobney@sru.edn

Temple University 4,0

Edward Newman, Ph.D),, Director of MSW Programs,
Ritter Annex, Bm. 55, 1301 W. Cecil B. Moore Avenue,
Philadelphia, PA 19122-609; edward.newman&@
temple.edu

University of Pennsylvania 4,5

Donald F. Kettl, Director, FFels Institute of Govern-
ment, 3814 Walnut Street, Philsadelphia, PA 19104-
619; dkettl@sas. upenn.edu

University of Pittsburgh 4 5

John Mendelaff, PhD., Division Director, Graduate
School of Public and International Affairs, 3601 Posvar
Hall, Pittsburgh, PA 15260; jmen@gspia.pitt.edu

Widener University 4, 5,6

James E. Vike, Director, MPA Program, 1 University
Place, Chester, PA 19013-5792; james.e.vike@
widener.edu

Providence College 4
Harking Hall, Room 208, Providence, RT 2915; gradu-
ate@providence.edu

Rhode Island College 4,5

Mark Motte, Professor and Director, The Forman
Center 207, 600 Mt. Pleasant Ave, Providence, RI
DEJ08-190; mmotie@ric.edu

/j.n,v Nonprofit
Excellence

A day of expert advice on the newest

as in fundraising.

Ruth McCambridge & Rick Cohen,
The Nonprofit Quarterfy
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YWTH CAROLIR

College of Charleston 4,0

Dr. Brian Ellison, Director, MPA Program, 284 King
Street, 2nd Floor, Charleston, 8C 20424; ellisonb@
cofc.edn

University of South Carolina 4,8 8

John MeNutt, Associate Professor & Coordinator C &
0 Program, College of Social Work, Comnunities and
Organizations Program, Columbia, S8C 29208; menut-
tjig@gwim.sc.edu

University of South Carolina Upstate 2, 3,8
Theresa Ricke-Kiely, Directar, Center for Nonprofit
Leadership, Center for Nonprofit Leadership, 800 Uni-
versity Way, Library 225F, Spartanburg, SC 29303,
tricke-ldely@nscupstate.edu

UTH DAKOTA

Sonth Dakota State University 2

[, Cindi Penor Ceglian, Campus Director, American
Humanies, Human Development, Consumer & Family
Sciences, PO Box 2201, NFA 369, Brookings, 5D
57007, cindi_ceglian@sdstate.edu

University of South Dakota 4,06

Donald C., Dahlin, Acting Chair, Department of Polit-
ical Science, The University of South Dakota, 414 B,
Clarle, Vermillion, SD 57069; ddahlin@usd.adu

Crichton College 3

Kathy Tuberville, Acting Dean, Division of Business,
PO Box 767830, Memphis, TN 38175-T830; mroberts@
crichion edu

LeMoyne-Owen College 2

Ms. Damita Dandridge, Campus Director, American
Humanics, Service Learning, 807 Wallier Avenue,
Memphis, TN 38126, damita_dandridge@
nile lemoyne-owen.edn

Maryville College 2
Mr. Cole Piper, Campus Director, Development, 502
E. Lamar Alexander Parkeway, Maryville, TN 37805;

spiper 1072@a0l.com

Southern Adventist University 2, I

T. Lynn Caldwell, Executive Director, American
Humanics, Journalism and Communication Depart-
ment, PO Box 370, Collegedale, TN 37315-0370; cald-
well@southern.edu

University of Memphis 2.3, 4 6, 8

Dorothy Norris-Tirrell, Ph.D., Associate Professor
and Director, Division of Public and Nonprofit Admin-
istration, 136 McCord Hall, Memphis, TN 38152;
dnrrstrr@memphis. edu

University of Tennessee, Chattanooga 4,5 6
Fouad M Moughrabi, Nomprafit Management Program,
Political Science, Public Administration and Nomprofit
Management, 225 Davenport, Chattanooga, TN 37403,
Fouad-Moughrabi@utc.edu

Vanderbilt University 1,4

Kelly Christie, Director Of Academic Programs, Owen
Graduate School of Management, 401 - 21st Avenue
South, Nashville, TN 37203; kelly. Christie@owen.van-
derbilt.edu

Abilene Christian University 4,5

Bill Culp, Advisor, Social Services Administration,
ACU Station, Box 27890, Abilene, TX T9699-789;
culpb@acu,edn

Texas Tech Tniversity |, 4

Wendell Aycock, Ph.D., Associate Dean, The Gradu-
ate School, 02 Holden Hall * POB 41033, Lubbock, TX
T79402-103; wendellaycock@ilu.edu
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FUNDRAISING
SUCGESS

THE GRADUATE CERTIFICATE IN
FUNDRAISING MANAGEMENT AT BOSTON UNIVERSITY

THIS IMPORTANT PROFESSIONAL CREDENTIAL PROVIDES THE
EXPERTISE NEEDED FOR:

» MAXIMIZING GOVERNMENT,
CORPORATE, AND
FOUNDATION SOURCES

o ATTRACTING INDIVIDUAL GIFTS

= LEADING CAPITAL
CAMPAIGNS

= BUDGETING AND LONG-TERM
PLANNING

EVENING CLASSES ACCOMMODATE BUSY WORK SCHEDULES.
CREDITS APPLY TO SELECT MASTER'S DEGREES.

www.bu.edu/met/fundraising
617-353-4064
fr@bu.edu

BOSTON

UNIVERSITY

METROPOLITAN COLLEGE

Reenvision Yourself
the World.
Explore Saybrook’s unique

humanistic, distance
education model.

1al growth.

= Scholarly Community — we value

the richn nd diversity of
indivicuz

cultures.
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University of Dallas 4,5, 6,8

Melody Sullivan, Program Director, Graduate School
of Management, 1845 Bast Northgate, Trving, TX
TH0G2-4736; admiss@gsm.udallas.edu

University of Houston 1,2 4 6

Margaret O'Donnell, Campus Director, American
Humanics, Graduate College of Social Work, SW4013,
4800 Calhoun, Room 237, Houston, TX 77004 mar-
garet odonnell@mail.uh.edu

University of Houston - Vietoria 3, 4,6

Alma Alvarado, Degree Plan Counselor, Center for
Nonprofit Leadership, #UC101, 3007 N, Ben Wilson,
Victoria, TX 77901-5731; alvaradoa@uhv.edu

University of North Texas 2 3, 4 5 8

Trey Anderson, Campus Director, American Human-
ics, Center for Public Service, PO Box 310919, Denton,
TX 76203, AndersoT@pacs.unt.edu

University of Texas at Austin, Lyndon B.
Johnson School of Public Affairs 4, 6

Steven Smith, Program Coordinator, Graduate Port-
folio Program in Nomprofit and Philanthropic Studies,
RGX Center for Philanthropy and Community, P.O.
Box Y, Austin, TX 78713-892; steven.smith@
mail.utexas.edu

University of Texas at San Antonio 1,2 3,4,5
Dr. Sandie Palomo-Gonzalez, Senior Program Coordi-
nator, UTSA Dept of Public Administration and the
Center for Policy Studies, 501 W. Durango Blvd, San
Antonio, TX T8207; sandra. gonzaler@utsa.edu

VIRGINIA

George Mason University 3,4.5 6,8

Bernadette Costello, Graduate Coordinator, Depart-
ment of Public and International Affaivs, 4400 Univer-
sity Drive - 3F4, Alrington, VA 22030-444; mpa@gmu.
edu

University of Richmond |

Kathy Powers, Coordinator of Special Projects,
School of Continuting Studies, University of Rich-
mond, VA 253173; kpowers2@richmond.edu

Virginia Commonwealth University 1,2 4 5 6
Janet R, Hutchinson, Coordinator, L. Douglas Wilder
School of Government and Public Affairs, 023 West
Franklin Street, Scherer Hall, Richmond, VA 23284-
202; jhutch@veu,edu

Virginia Tech 3,4,5
Dr, Max O. Stephenson, Jr., 103 Architecture Annex
(0113), Blacksburg, VA 24061; mstephen@vt.edu

Johnson State College 2,3
Ms. Ellen Hill, Co-Divectar, Career Center, 337 College
Hill, Johnson, VT 5656; ellen hill@jsc. vsc.edu

Sehool for International Training 4, 6

Marshall Brewer, Graduate and Professional Studies,
Kipling Road, PO Box 676, Brattleboro, VT 53020-6706;
admissions@sit.edu

Seattle University 1,3,4,6

Tasa Topua Pierson, NFLP Program Coordinator, 901
12th Avenue, PO Box 222000, Seaftle, WA 98122;
tupuak@seattlen.edu

TUniversity of Washington MPA Program 4,6
Steven Rathgeb Smith, Professor and Associate Dean,
Daniel J. Evans School of Public Affairs, Box 353055,
Seattle, WA D8195; smithsr@u, washington.edu

University of Washington School

of Social Work 1,4, 0

Mark Ezell, Assoc. Professar, Box 354800, 4101 15th
Ave. NT, Seaitle, WA 98195; uwgrad@u.washingtonedu

DUKE UNIVERSITY
ADVANCED CERTIFICATE
IN NONPROFIT LEADERSHIP

A new certificate pro

ram that will help you

better define your work in the 2lst century.

Three three-day programs for seasoned nonprofit and NGO
executives focusing on dimensions of leadership, capitalization,
ethics, Inpovation and global trends.

PLEASE JOIN US FOR A FREE INFORMATION SESSION.
If you plan to attend, please register online at

www.learnmore, duke.edu/nonprofit

Thursday, March 15, 6 PM - 7 PM: Ple

gister for 1D# 10890

NOW ENROLLING FOR JANUARY 2008 PROGRAM

For more information, please visit
WWW.LEARNMORE.DUKE.EDU/NONPROFIT

with support from @

BlueCross BlueShield

B of North Carolina | FOundation

Bliie Cross and Blue Shicld of North Caroling is o independent licensee of the Bhee Cross and Blae
Shielil Assacintion. The Blus Cross unl Blue Shield of Morth Caroling Foundation is a lieensed
ulfiliate of Blue Cross and Hlue Shiell of North Ciroli.

University of Washington, Tacoma 2,3

Stephen DeTray, Program Director, Interdiseiplinary
Arts and Sciences, 1900 Commerce 5t., Campus Box
368436, Tacoma, WA 98402-310; sdetray@un. washing-
ton.edu

Washington State University |, 8
John Thielbahr, Director, Van Doren Hall, 106,
Pullman, WA 99164-522; jthiel@wsu.edu

ISCONSIN
Lakeland College 2,3
Don Franeis, Campus Director, Sociology, W3718

South Dr., CTHM, Plymouth, WI 63073; francisd@
laleland.edn

University of Wisconsin - Milwaukee 1,4,5,0
Lisa C. Peterson, Administrative Program Specialist,
Helen Bader nstitute for Nonprofit Management, PO
Box 413, Milwaukee, W1 53201; lep@uwm.edu

University of Wisconsin-Superior 1
Sheryl Homan, Program Manager, PO Box 2000, Supe-
rior, W1 54880; shoman@uwsuper.edu

Salem International University 4,6

Pamela Bonasso, Department of Management
Studies, PO Box 500, Salem, WV 26426, Admissions@
SalemITledu

West Virgina University 1,4,5

Roger A, Lohmann, Professor & Director, 105 Knapp
Hall, PO Box 6830, Morgantown, WV 26506,
rlohmann@wvm.edu

Queries, changes and corvections showld be
e-tuiled to ayfol@npgmay. ovy.

EDUCATION EMPORIUM

» M.S. in Nonprofit Management and Philanthropy
= Graduate Cerrtificate in Nongaroﬁt Management
= Graduate Certificate in Fun raising Management

Choose online or on campus
TO LEARN MORE, VISIT WW W.BAYPATH.EDU

The GRADUATE

SCHOOL @ Béa/ Path

Ollege LONGMEADOW, MA

AmeriMail

Direct Mail Services
For
Nonprofits

*Ultra-low Pricing

*Fastest Turn-Round
*Constant Quality Control

Want a reference?
You're reading one of them . . .

Nonprofit Quarterty is
Our Clstomer:

Contact Bill Lawson

978-664-8222
or
wilawson@amerimailcorp.com

39 Concord Streer
Naorilt Reading, MA 01054
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A graduate school that makes a difference.

MILANO THE NEW SCHOOL
FOR MANAGEMENT AND URBAN POLICY

New York City

www.milano.newschool.edu 212.229.5400 x1130

Reenvision
the World.

Explore Saybrook's unigue, humanistic,
distance education model.

SAYBRGDK :

GR

UNIVERSITY OF COLLEGE OF

DALLAS BUSINESS

GRADUATE SCHOOL OF MANAGEMENT

relavance + rigor * convenienoe *

You Don’t Have to Give Up Your Life to Earn Your Degree!

MBA & Graduate Certificate in Not-for-Profit Management
www.thedallasmba.com

W

888-889-5419

WaldenU.edu
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The Heller School

for Social Policy and Management
llerAdmissions@Brandeis.edu

//heller.brandeis.edu

Master of Science in
Community Leadership
www.leadership.dug.edu/comm

DUQUESNE
UNIVERSITY

SCHOOL OF LEADERSHIP AND
PROFESSIONAL ADVANCEMENT

M.A. in"BHILANTHROPY & DEVELOPMENT

.

Saint Mary'’s @ .
University L%
OF MINNESOTA” Ah)ly online today!

www.smumn.edu/phildev

DUKE UNIVERSITY

MNonprafir Managenent Program

TIFICATE IN NONPROFIT LEADERSHIP

Three three-day programs for
seasoned nonprofit and NGO
executives focusing en dimensions

Duke

UNIVERSITY

of leadership pitalization, ethics,

innavation and global trends.

For more information, please visit

WWW.LEARNMORE.DUKE.EDU/NONPROFIT

GRADUATE CERTIFICATE IN

FUNDRAISING MANAGEMENT

This important professional credential provides
the expertise needed for successful campaign

management. = —
BOSTON

www.bi.edu/met/fundraising
617-353-4064 | fr@bu.edu

UNIVERSITY

METROPOLITAN COLLEGE
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HIS ARTICLE ADDRESSES CONFLIGT

of interest policies against the

backdrop of experiences lived

inside real nonprofits. In

December 2006, Nonprofil
Quarteriy called on its readers to share
both their policies and their encounters
with such conflicts.

Dozens of readers responded with
policies ranging from the most basic
frameworks to the most detailed and
legalistic prescriptions, laying out
exactly what is expected from whom
in what kind of situation. Several
readers indicated they were starting to
develop policies and looked forward to
the results of this initiative. Surpris-
ingly, but not re-assuringly, many
stated that they had never had occa-
sion to use their policies. This, in and
of itself, is cause to worry because
even in the most squeaky clean noi-
profit, opportunities for conflict are
everywhere, A big “danger ahead" sign
should flash when we do not recognize
and resolve them.

Same conflicts are “easy” to spot in
that they involve the most rudimentary
question of individual vs corporate
interest. That does not make them easy
to handle. Tronically, just as I took on
the task of putting NPQ reader
responses together with my own expe-
riences for this article, this e-mail
request for help came to me from a dis-
tressed board member:
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Now You See It,
Now You Don't:

Conflict of Interest Demands
More Than Just a Policy

by Mel Gill

Tam wondering if you have any articles
that would specifically cover our con-
flict of interest situation, I'm on a
board where the Chair has a proposal
on the table for fundraising for the
organization. This has the potential of
malking her alot of money. She has not.
been asked to step down by the rest of
the directors who seem to think I'm
making a mountain out of a molehill

Ineed something from a neutral
party that they can read over and over
again until they “get it” and under-
stand that either the proposal must
be taken off the table or the Chair
needs to step down until the rest of
the board members decide what they
want to do with the project.

This request brought to mind
another situation I encountered
recently. I was consulting with a board
whose chair had just completed an
intensive training course for corporate
directors. He was also a member of the
organization’s foundation board. While
serving in both capacities, he was
actively lobbying the foundation to
employ him as a fundraiser. The parent
organization had a conflict of interest
policy, but the chair played fast and
loose with the rules, creating unneces-
sary turmoil in both boards. Despite his
training, this chair just didn’t get it. For-
tunately, the most influential of the
other directors understood the serious-

ness of the situation and the chairman
lost his position—and credibility—with
both boards.

These two situations demonsirate
that simply having a policy or offering
board training won't automatically
eliminate conflicts of interest.

But conflicts of interest aren’t
always crystal clear; they frequently
arise from circumstances where ethical
shades of gray may lead reasonable
people to different judgements. This
malkes it essential not only to have clear
policies and procedures, but to embed
discussion of difficult topics into orga-
nizational culture. This has to be sup-
ported by a commitment to principles
of integrity, transparency, predictabil-
ity, and accountability.

Defining a Conflict of Interest

One Nonpraofit Quarterly reader pro-
vided this definition of conflict of inter-
est, which zeroes in on the concept with
laser-like precision:

Conflict of interest means a conflict,
or the appearance of a conflict,
between the private interests and the
official responsibilities of a person in

a position of trust.

This is basically true, but with some
caveats. Every organization should
watch out for the standard warning
signs (see “Basic Conflict of Interest
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Guidelines,” page 52) that alert us to
avoid business dealings, family influ-
ences, and financial transactions that
benefit board members directly. But it
also includes more complicated issues
that aren't so easy to identify or settle.
In these situations, you may find these
four tests helpful.

The Peer Standards Test

The peer standards test, or the commu-
nity and industry standards test, asks
whether the behavior or relationship in
question is commonly acceptable
within a given sector, In other words,
the question is, “Would the community
accept and approve of this person’s or
organization’s actions?”

One of the letters to the Nonprofit
Ethicist in this issue (see page 4) asks
for guidance about a situation in which
an organization holds an auction, and
the son of one of the organization’s
executives wins a vacation for two as a
prize. The execuliive’'s subsequent
behavior to increase the value of the
prize only makes this situation more
complicated, but the Ethicist rightly
notes that it is standard practice for
family members of staff to be excluded
from such contests precisely because it
raises questions of fairness. Had this
agency adhered to the standard, it
would have prevented the issue from
causing conflict within its board.

But be careful in using this test. The
excuse "Everybody else is doing it"—
whether it's padding expense accounts,
contracting with board members to
supply services in small communities,
or hiring family members as staff—
doesn’t give you a free pass. Applying
only the peer standard poses the danger
of ignoring unethical activity simply
because it's accepted by that commu-
nity. (Consider some of the recent
ethical breaches by legislators, for
example.)

Public Disclosure: The Smell Test
With this test, the questions are, “How

might key stakeholders, the publie, or
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the media react if this activity were pub-
licly disclosed?” and “What impact
would this activity have on the credibil-
ity of the organization and its leader-
ship?” You should engage an active
imagination in this consideration, some-
times referred to as “the smell test.” A
perceived confliet of interest can be just
as damaging to an organization’s or a
leader’s reputation as an actual conflict.

Lots of problems are relatively invis-
ible to those involved because they
evolve into real conflicts over time. A
homeless shelter that started without
funding in a church basement, for
example, was accustomed to checking
with its board chair first when it was
ready to place someone in permanent
housing. Tt was understaffed, and the
board chair, who had worked tirelessly
to help establish the shelter, owned
several rooming houses, which made
the necessary transactions easy. For
vears the practice persisted until nearly
all his rentals were filled with place-
ments from the shelter. An informed
organization would have understood
that, if an enterprising reporter were to
expose the practice, the “smell” of
potential conflict of interest could
further threaten the shelter’s already
tenuous relationship with the town in
which it was located—never mind
embarrassing its funding sources. In
this case, a consultant alerted the
board, which in turn took action and
developed protocols. That reform
required more work on the part of
housing placement staff, but it also pro-
tected the agency from loss of credibil-
ity with its funders and community.

The Reasonable Person Test

With this test, the question is, “What
would a reasonably prudent person or
board do under the circumstances?”
This is very important, since it goes
directly to the heart of a director's legal
duty of care to “exercise the same
degree of care, diligence, and skill that
a reasonably prudent person would
show in comparable circumstances.”

Admittedly, this can lead to murky
waters. The daughter of a director of a
local children’s services agency was
planning a wedding and received a dis-
count from a local hotel because the
agency's board had used the hotel in the
past for its own events. The director
asked the board to decide whether pro-
viding a discount should be treated as a
conflict of interest. The board decided
that it wasn't for two reasons: first, the
discount wasn't solicited and second, the
board routinely researched hotels in the
area for the best rates. In this case, the
board reasonably decided that there was
no conflict of interest Another board,
however, might have viewed the matter
differently and asked the board member
not to accept the favor to maintain a less
potentially tainted relationship between
the the agency and the vendor.

The Best Interests Test
The requirement to “act honestly and in
good faith in what the director considers
to be the best interests of the corpora-
tion™ is a “duty of loyalty' that goes hand
in hand with the “duty of care.” Board
members often feel torn between their
loyalties to a particular constituency and
the nonprofit organization. Indeed, all
boards have a “duty of due diligence” io
seek as much information as possible
before making a decision on a matter.
Representatives of particular constituen-
cies have an obligation to present both
facts and perceptions on behalf of their
constituencies and to declare which hat
they're wearing—as constituent repre-
sentatives or as board members—when
contributing to discussions. But when
the hour of decision arrives, it's a board
member’s responsibility to cast his vote
by determining the “best interests of the
organization at hand,” regardless of the
impact on his constituents. If a director
can't make this decision, then s/he is
obliged to declare a conflict of interest
and abstain from the discussion as well
as the voting. This is a delicate balance
that requires diplomacy and integrity.

If the interests of the organization and
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Basic Conflict of Interest Guidelines

Here are some guidelines that can help organiza-

tions define conflict of interest and frame formal

conflict of interest policies:

» A conflict of interest may be real, potential, or

perceived.

- Board members are considered to bein a conflict

of interest under the following circumstances:
- when they—or when members of their
family, business partners, or close personal
associates—could personally or profession-
ally benefit, directly or indirectly, financially or
otherwise, from their position on the board;
«when they use their position on a board to
the disadvantage or detriment of a third party;
-when they solicit or obtain preferential treat-
ment related to services received from or ren-
dered to the corparation, including contracted
work, employment, or honoraria;
= when circumstances arise that compromise,
or appear to compromise, the ability of board
members or staff to make unbiased decisions;
« when they appropriate financial or other
resources for personal use (e.g., information,
property, equipment, supplies, transportation,
training);

those of its primary constituencies are
frequently in conflict, then the organiza-
tion should step back and reflect on its
focus, purpose, and priorities.

Boards of directors are made up of
human beings who are presumably per-
sonally invested in the work being done
by the organization. While representation
of personal interests has no place in a
board's decision-making processes, it
can be hard to know exactly what is at
work in a particular situation. Lots of
smaller organizations struggle with such
sitnations. The example that follows from
a reader allows us to look at the sub-
tleties of some of the questions we face:

I serve on the board of a small non-
profit organization [with two employ-
ees]. One board member is hired
every year as a short-term educator
during the summer. Because the
board member isn't financially bene-

fiting from any decision the board
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- when they seek, accept, or receive material
personal benefit from a supplier, vendor, indi-
vidual, or organization doing or seeking busi-
ness with the corporation;

«when they are involved in the contracting,
employment, supervision, grievance, evalua-
tion, promotion, remuneration, o firing of a
family member, business associate, or friend
of the director;

« non-pecuniary interests may present a moral
conflict of interest, if not a legal conflict.

Board members may create a moral conflict
under these circumstances:
« when their personal interests conflict with
the interests of members or clients or are
otherwise adverse to the interests of the
corporation;
- when their membership on the board or staff
of another organization could create interests
that conflict with the interests of the corpora-
tion or its clients and where their activities on
one hoard might materially affect their capac-
ity on another board.

makes (after all, it's the executive
direetor who hires these educators),
our policy doesn't address this as a
conflict of interest. But, | can’t under-
stand how a board member can effec-
tively oversee the work of our
executive director and also be her
employee. Is this the conflict of inter-
est I see it as? If so, how can it be
addressed in policy and practice?

This reader’s focus on the question
of supervision may bring to light only
one element of a potential problem asis
revealed by an example posed to us by
another reader:

An instructor for a school who also
serves on the school's foundation
board might have a conflict of inter-
est when applying to the foundation
for funds teo help pay for supplies
needed in his instructional program.
Of course, he could abstain when the

Managing Conflict of Interest

Even with the best policies and practices, conflict
of interest issues will arise and need to be
managed. Below are some principles and proce-
dures for managing conflicts of interest drawn
from my own experience and reader responses:
- Board members should disclose conflicts of
interests early and often.

» Conflict of interest should be a reqular item on
every board agenda and periodically discussed by
the whole board.

«In cases where a hoard member may not perceive
thata conflict of interest exists, itis the responsibil-
ity of other board members whoare aware of areal,
potential, or perceived conflict of interest on the
part of a fellow board member to raise the issue.

» [f the board Is contemplating a financial trans-
action with a hoard member, the process should
be conducted through a fair and open process in
which board members who have no personal or
business interests in the matter make the final
decision about awarding contracts.

= Finally, the organization should report annually
(for example, on itsWeh site orin its annual report)
any conflict ofinterest disclosures and their dispo-
sition in relation to any financial transactions.

foundation board considered the
request for funds for his program, but
the other board members will know
who requested the funding and will
more than likely be in favor of sup-
porting this person in return for his
support of other requests of interest
to them!

Still, even this reader, after identify-
ing the slippery nature of such sitna-
tions, cautions us not to be so rigid in
our conflict of interest definitions and
practices that they work to the disad-
vantage of nonprofits, their board
members, and staff.

No Bright Line
“How about this one?” asks another
respondent:

I sit on a board that is reviewing an
array of programming that sometime

in the near future I may have an inter-
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est in being a part of as a contracted
consultant or possibly staff. Program
planning is at an early stage, and T am
not definite about my own thinlding rel-
alive to being a part of the work. Still,
my gut says I should minimally dis-
close and, if my (or the organization’s)
thinking is very seriously in that direc-
tion, then I should step down [rom the
board of directors. What do you think?

Conflicts of interest are so difficult fo
weigh and balance because the relation-
ships between board members and the
community also are a part of the contri-
bution that board members male to the
agency. Take another example of an
organization buying a new computer, If
a board member owns a computer store,
the organization may well benefit from
discounts and extra service by buying
the computer at her store. It would be a
mistake to prohibit working with board
members as vendors.

This may be particularly true in com-
munities that have a limited pool of sup-
pliers for a particular product or service,
Social, business, religious, and service
club networks are often the glue that hold
these smaller communities together and
that sustain the nonprofit agencies in
their midst. We need to take care that our
approach to conflicts of interest doesn't
weaken that glue yet also maintains prin-
ciples of fairness and transparency.

Still, without constant vigilance, sit-
uations can devolve into self interested
quicksand and remain there for far too
long. Here are some examples from my
oW1l EXIJEI'iEI'LCBI‘

One-third of the board of a national
organization with a mandate to support
education, services, and research related
to a specific disease comprised
researchers seeking endorsement of their
research proposals from this organiza-
tion. The potential conflict of interest
was repeatedly discussed by the board
but remained chronically unresolved.

The members of a service organiza-
tion within a narrow “community of inter-
est” elected to its board a half-sibling of
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the executive director from whom he had
long been alienated. He claimed the
ability to separate the personal history
from his judgments about her perform-
ance. Let the nightmare begin!

A local community arts organiza-
tion—in essence a producers’ co-op—
owned a property that accommodated
theater and musical productions and
art shows. The board chair was the
executive director of one of the member
arts organizations. He made arrange-
ments for use of the facility for a theater
production, assuming that his organiza-
tion would have free use of the facility.
When the executive director of the arls

Most nonprofits would like
to be known as rigorous in their
approach to conflicts of interest
but active vigilance is the price

for this high regard.

group questioned that assumption in
the absence of a conflict of interest
policy, sparks began to fly.

Encourage a Board Conversation!

Conflicts of interest are always per-
sonal and can be highly emotional.
Some boards are willing to confront
their issues directly, particularly with
the aid of an independent facilitator.
I've found that others need to be eased
into confronting their issues by first dis-
cussing a hypothetical situation or
another organization’s experience. That
helps to generate insight into their own
circumstances in a less threatening
way. In these situations, a case study
may be helpful to facililate a board's
conversation on the issues. Managing
conflict of interest will be challenging
for any board, even one with the best
policies and practices. But the more
that board members openly discuss
these issues, the better equipped the

organization will be to deal with any
conflicts of interest that may arise.

Conclusion

During my work with hundreds of
organizations, ['ve found unresolved
conflict of interest issues in about forty
percent of these organizations. In many
instances, volunteers encounter diffi-
culty in challenging other volunteers.
Many organizations draw board
members from a network of personal
and business associates who some-
times allow these relationships to cloud
their judgment about what is best for
the organization.

Most nonprofits would like to be
known as rigorous in their approach to
conflicts of interest but active vigilance
is the price for this high regard. The first
step is to recognize that conflicts of
interest are inevitable at some time in
most organizations and in most human
interactions. Some organizations start
every board meeting with a time for
members to declare possible conflicts.
Constructive management of conflict of
interest is an essential element of sound
risk management practices.

In all fairness, many situations with
potential for conflict present in various
shades of gray, where personal judg-
ments are required in the absence of
obvious solutions. While conflict of inter-
est policies are essential, so are clarity of
roles and expectations with respect to
standards of conduct based on organiza-
tional values, and principles of good gov-
ernance—integrity, transparency,
predictability and accountability.

MeL GiL is president of Synergy Associ-
ales, Inc., a consultancy that specializes in
governance and organizational development
in Ottawa, Canada. Portions of this article
are excerpts from his book Governing for
Results: A Divector's Guide to Good Gover-
nance, Trafford Publishing, 2005.

RerrINTS of this article may be ordered
from store.nonprofitquarterly.org, using

code 140109,
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IKE BEAUTY, CONFLICT OF INTEREST
is often in the eye of the
beholder. Or, as the 17th-
century French dramatist Jean
Racine put it, “Crime, like

virtue, has its degrees.” The public, the
press, and the government frequently
hold different definitions of conflict of
interest, focus on different aspects, and
act or fail to act in ways that are some-
times hard to fathom and predict.

In the past year of press coverage of
nonprofits, the term conflict of interest
pops up regularly. Sometimes conflict
of interest is insinuated by outside
observers and reporters, as in, “This is
something that looks like it might be
conflict of interest.” Other times it is
addressed by nonprofits themselves,
asserting that what might look like
a priori conflict of interest really isn't
or that “we've dealt with it already.” In
still other circumstances, governmernt
monitors themselves discover conflicts
of interest that leave them flummoxed
about what to do.

This review of press coverage of non-
profit confliets of interest draws on
examples that illuminate some of the
different circumstances and meanings
of conflict of interest in the nonprofit
sector. The Fourth Estate’s coverage
reveals a slippery concept, but one that
suggests that the constituents of the
nonprofit sector are none too pleased at
what they see as inappropriate behav-
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Conflict of Interest:
Mischief, Thou Art Afoot

by Rick Cohen

iors they categorize as conflicts of inter-
est. The veneer of charity and philan-
thropy, of doing God's work on earth,
doesn’t provide the cover for nonprofit
behavior that it used to. The public
inereasingly perceives what Shake-
speare’s insightful Hamlet found, that
“one may smile, and smile, and be a
villain.”™ Or, in more contemporary
terms, we might adopt conflict of inter-
est policies, but if we can't understand,
test, and implement them in real-world
situations, the pernicious effect of con-
flicts of interest will chip away at the
public’s trust in the nonprofit sector.

Nothing Wrong
It took the state auditor of Ohio nearly
four years to complete an audit of
Oriana House, Inc., a nonprofit that
runs the Summit County correctional
facility, some halfway houses, and
other facilities. The audit concluded
that there was no misspending of gov-
ernment funds (or at least it found
nothing that warranted recovery of
monies).” One of Oriana’s executives
welcomed the report, saying, “The audit
is a lot of speculation but no sub-
stance—other than that we spent the
money appropriately,™

What the audit did find, however,
was 138 related-party transactions,
including 44 real estate sale or lease
deals between July 1999 and December
2002, amounting to more than $3.5

million between Oriana House and its
subsidiaries and business interests con-
trolled by the president and CEO of
Oriana. The audit contains pages of
graphics depicting complex real estate
transactions between for-profit firms
associated with the Oriana CEO and
various nonprofit affiliates of Oriana.
As the auditor's spokesperson noted,
the number and diversity of related-
party fransacfions constituted a red
flag, “It's something you don’t want to
see when it comes to accountability,”
she said.”

The backstory. There aren't many
alternative sentencing programs that
have real estate subsidiaries engaged in
buying and selling resort properties in
Aruba and Aspen. That alone probably
makes Oriana House, operating on an
annual budget of some $25 million,
unusual. The principal of a for-profit that
engages in transactions with Oriana, the
CEO also happens fo own property in
the same two resorts and has a salary
and benefits of nearly $400,000, twice
the salary of the mayor of Akron, the
county's largest city * The CEO's spouse
is also on the Oriana House payroll as
his executive assistant.

The investigations of Oriana House
were not spurred by its lack of program-
matic success. From the courts to the
media, various sources had long
declared Oriana House a model; one
judge deseribed it as “the best alterna-
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tive programming system in the state
and possibly the nation.”™

But an otherwise laudatory review of
Oriana’s programs by a University of Cal-
ifornia-Berkeley professor unleashed a
hailstorm of investigations by noting in
passing the organization’s various
potential conflicts of interest. Oriana's
executive director lambasted the Berlke-
ley study as a “personal vendetta,” sued
other critics for defamation, and con-
demned the Ohio auditor’s investigation
as a political “witch hunt.” In response
to the investigation, the Oriana executive
director fought the auditor's access to
Oriana’s financial records, claiming the
confidentiality afforded 501(c)(3) non-
profits against certain kinds of financial
disclosure. Despite its near-total
dependence on government funds,
Oriana was not the equivalent of a public
agency, the courts said, and did not have
to accede to the auditor's request for
unrestricted access to the records.”
Despite having argued in court for public
disclosure, the auditor then joined
Oriana House in a display of contempt
for the public’s right to know and turned
the investigation over to a private firm,
meaning that the details of the investiga-
tion, per Ohio law, could be kept secret.”

Oh My!
For several months, the Myrtle Beach
Sun News reported on the mounting
accountability problems of the Five
Rivers Community Development Cor-
poration (CDC) in Georgetown County,
South Carolina. Some of the arficles
consist almost entirely of annotated
lists of alleged conflicts of interest
involving the leadership of the CDC. If
there were a national conflict of inter-
est competition, Five Rivers might win
based solely on the numbers of
instances and allegations. A sampling
of the charges includes the following:*
e Investigators discovered that one
of the daughters of the executive direc-
tor was placed on the payroll without
the knowledge, much less approval, of
the board of directors.
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® Despite her employment running
the CDC, the execulive director
enrolled in one of Five Rivers’ job train-
ing programs and paid herself $3,000
for participating. One of her children
served as the CDC’s chief financial
officer (CFO) and was also paid for
attending the job training program.

s The executive director’s family got
additional cash out of the CDC for life,
health, and car insurance.

e The CFO's husband (and executive
director's son-in-law) received more
than $2,700 in compensation for tagging
along on his wife’s business travel; it's
not clear that his travel on the CDC's
nickel had any relationship to his busi-
ness receiving the CDC's Entrepreneur
of the Year award in 2004.

e A private developer on the Five
Rivers board sold a vacant property to
Five Rivers for a development that never
happened, but the purchase established
the “precedent price” that he needed in
order to develop and sell adjacent prop-
erties under his control.”

e In 2005, consulting payments of
$113,000 went to a consulting firm run
by the former executive director of
anofher local CDC, which happened to
employ the executive director of Five
Rivers and one of her daughters as con-
sultants."”

e One CDC board member received
a $25,000 loan from Five Rivers toward
the purchase of a $75,000 home.

As of October, the members of the
Five Rivers board had apparently sub-
mitted their resignations, and by
November, the Five Rivers CDC was out
of business.

The backstory. Georgetown County,
South Carolina, presents a stark con-
trast between the conditions of African
Americans and that of whites. Located
along the Atlantic Ocean between
Charleston and Myrtle Beach, with
luxury resorts and Jack Nicklaus golf
courses abounding, Georgetown
County’s population is nearly half
African American, some descended
from the Gullah communities of the

coast and offshore islands. Almost 30
percent of black families live below the
federal poverty level, compared with 5
percent of whites.

Started in 1995, Five Rivers CDC
had the aim of developing affordable
housing in otherwise luxury develop-
ment focal points like Pawley Island,
launching entrepreneurship programs
for local residents, and running subsi-
dized individual development accounts
(IDAs) programs for local asset build-
ing. The CDC’s programs won millions
of dollars in federal grants and ear-
marks, “best practices” awards from
the Department of Housing and Urban
Development (HUD), case studies
examining Five Rivers national replica-
bility, and widespread recognition for
the CD('s executive director.

Without the panoply of conflicts of
interest, Five Rivers would be a case
study of a nonprofit fighting to protect
the economic and civil rights of a his-
toriec African-American community
against the ravages of unbridled
tourism development. If press reports
are to be believed, the alleged misdeeds
of the Five Rivers family of managers
were not aberrations occurring at the
end of an otherwise long history of
stellar organizational ethics. Somehow,
eager to see Five Rivers as a successful
rural development model, plenty of
people who should have cared and
known—particularly federal and state
government agencies, local banks, and
philanthropic grantmakers and
regrantors—seem to have turned a
blind eye to the CDC’s dubious prac-
tices until the accumulated evidence
was simply too overwhelming to deny.

Stories like Five Rivers have human
and organizational consequences. At a
minimum, federally subsidized commu-
nity centers and enterpreneurship
training facilities probably won't be
built, with most of the millions in
federal monies gone without a paper-
work trail. Georgetown County families
counting on the CDC to fulfill cornmit-
ments of matching funds for their IDAs
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or down-payment assistance with their
home purchases must be fretting that
those monies have disappeared into the
organization’s conflict of inferest
morass.

No One Noticed

An audit of the nonprofit Palm Beach
County Converition and Visitors Bureau
discovered activities that “could be con-
flicts of interest, at least in appearance,
if not in fact,” including the following:"

e Board members' spouses were
hired to work for the bureau.

® Elected officials also had their
spouses on the burean's payroll.

® The bureau contracted with
elected officials for consulting services.

* A relative of the CEO got a contract
to provide unspecified goods and serv-
ices to the bureau.

A much larger example was the
finding that the chairman of the board
had won the contract to build the con-
vention center hotel. According to the
audit, “CVB Board members have the
ability to affect the business of the Con-
vention Center and to otherwise
oversee their operations by voting on
rate changes, contracts, policies, proce-
dures, staffing, etc.”* In other words,
the bureau's oversight of the convention
center might have been a factor in
choosing the board chair’s development
company for the hotel project and there-
fore a potential conflict of interest."

The backstory. The gentleman in
question, serving simultaneously as the
bureau's board chair and as a developer
of the convention center hotel complex,
termed much of the audit report
“innocuous” and many items “nonexist-
ent.™"

But the audit wasn't prompted by
innocuous or nonexistent accountabil-
ity programs inside the organization.
Try the bureau’s controller stealing
$1.55 million over three years, which
involved the forgery of 222 checks.
Apparently no one noticed counterfeit
checks and other questionable, if not

illegal, misappropriations. While audi- -

tors were busy uncovering conflicts and
embezzlement, the CEQO displayed
remarkable managerial insouciance
and took off for one of his 30 all-
expense-paid trips on behalf of the
bureau, this time to a trade show in
London.” The globe-trotting CEO has
retired, the embezzling controller has
been fired (but not yet charged), and
the board is pondering whether it
should establish a more muscular,
enforceable conflict of interest policy.

Cracking the Nut

The Association of Community Organi-
zations for Reform Now (ACORN) is the
largest community organization in
America. Although its home office is in
Little Rock, Arkansas, and its national
operations office is in Brooklyn, New
Yorlt, ACORN has a special connection
to New Orleans. Its founder, Wade
Rathke, runs an organizing center there
and serves as chief organizer for Local
100 of the Service Employees Interna-
tional Union (SEIU).

In the wake of the combined devas-
tation of Hurricane Kafrina and the
abysmal response of the Federal Emer-
gency Management Administration,
ACORN was on the scene, winning vis-
ibility and plaudits, advocating on
behalf of the neighborhoods most
affected by the storm. ACORN quickly
become involved in helping shape the
city’s recovery plans and positioning its
development affiliate, ACORN Housing,
to take on the redevelopment of much
of the Lower Ninth Ward. ACORN
Housing applied to get control of more
than 250 residential properties, of
which the organization was designated
to develop about 150.

In October 2006, however, ACORN
was booted from the planning team
behind the Unified New Orleans Plan
(UNOP). The executive director of the
Greater New Orleans Foundation, Ben
Johnson, attributed ACORN's removal
to a potential conflict of interest.'*
From Johnson's public description,
the allegations concerned an organiza-
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tional, rather than an individual, con-
fliet of interest. At least two other
community organizations, Neighbor-
hoods Empowering Neighborhoods
(located itself in the Ninth Ward) and
the Faubourg Marigny Improvement
Association contended that it was a
conflict of interest for ACORN to serve
as both planner, determining what
properties would be redeveloped, and
developer, rebuilding the properties
identified in the plan for subsidized
reconstruction,

The backstory. In the wake of Hurri-
cane Katrina, city leaders offered
several plans for the redevelopment of
New Orleans, most of which were pillo-
ried by community organizations,
including ACORN, as giving short shrift
to the needs of the city’s minority pop-
ulation and neighborhoods that had
been most devastated by the disaster,
especially in the Ninth Ward. The
current plan for recovery, helped by a
$3.5-million investment from the Rock-
efeller Foundation and $1 million from
the Greater New Orleans Foundation, is
UNOP, comprising neighborhood and
citywide rebuilding plans that the city
had hoped would be formally adopted
in early 2007. ACORN had been desig-
nated for both planning and implemen-
tation roles in the Ninth Ward and
elsewhere. ACORN'’s ability to position
itself at the forefront of planning and
development functions made it a logical
target for commmunity groups that might
have also coveted the federally subsi-
dized redevelopment deals or simply
questioned the appropriateness of one
organization’s carrying out both func-
tions.

Nationally, ACORN is hardly a
stranger to people challenging its con-
nections and priorities. In New York
City, Forest City Ratner, led by CEO and
president Bruce C. Ratner, has long pro-
moted plans to redevelop the Atlantic
Yards section of central Brooklyn, pro-
posing major residential and commer-
cial development plus a basketball
arena for an NBA team. Despite the
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opposition of several community
groups, ACORN’s New York City
chapter received funding from Ratner
to help promote the development's
affordable and luxury apartments
(Ratner is apparently among the largest
donors to ACORN in New York City.'")
ACORN is hardly the only community
organization to have struck a deal with
Ratner. Brooklyn United for Innovative
Local Development—unlike ACORN,
which is an organization of dubious
provenance—has seen its budget
increase from $10,000 in 2004 to $2.5
million in 2006 and a projected $2.6
million in 2006, with just about every
nickel coming from Ratner.™

In both Brooklyn and New Orleans,
ACORN’s track record of advoeacy is
known and admired. But while Ratner
was unlikely to ditch ACORN's support,
the Greater New Orleans Foundation
did act on an alleged instance of
ACORN's appearing to make deals that
worked as much in its organizational
self-interest as the broader commu-
nity’s. Having lost its UNOP planning
role, ACORN subsequently challenged
the legitimacy of the Unified New
Orleans Plan and issued its own vision
for the Ninth Ward *!

A Patpourri of Conflicts

The examples cited above are hardly
the only instances of alleged conflict of
interest to find their way into recent
press coverage of the nonprofit sector.
A few more examples demonstrate the
diversity of meanings and situations
attached to the concept:

» The dogged work of the Oregonian
newspaper examining charities across
the nation that train and employ blind
and severely disabled people revealed
numerous abuses, including the brazen
practices of a nonprofit in El Paso,
Texas, whose executive director had
channeled $14 million from the non-
profit to his own management firm and
additional millions to for-profits also
connected to him and his associates,
The executive director resigned, but the
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Oregonian also discovered that the
federal committee that oversees grants
to these nonprofits (the Javits-Wagner-
O’'Day committee) “relied on two non-
profit trade associations to regulate the
program . .. which receive up to 4
percent of the contract revenues as a
commission.” In other words, conflict
of interest at the individual organiza-
tion level and conflict of interest involv-
ing the regulators themselves.”

e [n Omaha, Nebraska, a city coun-
cilman and chair of the Omaha Housing
Authority (OHA) became the first and
only paid staff person of a nonprofit,
Housing in Omaha, Inc., which func-
tions as OHA's nonprofit development
arm. The councilman’s personal atfor-
ney advised him that there was no con-
flict of interest in his running Housing
in Omaha and simultaneously serving
on the city council (in charge of provid-
ing funding for its projects), but he did
decide to step down as chair of the
Housing Authority.*

e [n San Antonio, public officials
were a little surprised to discover that
a major affordable housing developer,
under FBI investigation for its activi-
ties in Dallas, struck a $20-million
partnership deal with a local nonprofit,
Our Casas Residents Council. The
executive director of the small non-
profit happened to be a commissioner
(and onetime chair) of the Housing
Authority of Bexar County. He didn't
think the agency’s conflict of interest
rules, including disclosure, applied to
him because Our Casas was a non-
profit. The county's law firm also
didn’t see areason to call the commis-
sioner’s dual roles a conflict of inter-
est, perhaps blinded by the substantial
fees the firm earned from its legal
work on behalf of the partnership.”
The for-profit's problems with the FBI
in Dallas include another nonprofit
developer attracting millions in city
government projeet funds, with a
board comprising people who all had
personal or business dealings with the
firm.”
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e In January 2007, as the result of a
federal corruption investigation, the
former mayor of Ravenna, Ohio,
pleaded guilty in federal court. One part
of the guilty plea was failing to disclose
his ownership of a lawn mowing
company that earned more than a
$2560,000 from a loeal nonprofit commu-
nity development corporation that
managed millions in city contracts.™

¢ The indefatigable Republican
Senator Charles Grassley of Iowa con-
ducted the Senate Finance Commit-
tee's two-year investigation of the
nonprofit National Association of
Investors Corporation (NAIC) until it
was turned over to the IRS and the
Securities and Exchange Commission
(SEC) for their review and action.
Among the items of interest to the
Senate Committee investigators were
overlapping hoard memberships
between NAIC’s nonprofit and for-profit
arms; benefits to board members that
included company cars, entertainment
expense accounts, and Detroit Athletic
Club gym memberships; and NAIC's
efforts to silence a whistle-blowing
board member.”

The Slope on Which We Slip

These and other incidents might be mis-
taken allegations, innocent actions by
well-intentioned people, maybe nothing
subject to prosecution, Many are exam-
ples of small-scale conflicts, involving
inconsequential sums that hardly look
worth the risk. But whether actionable
or not, there are lessons to be drawn
from how the public and the press are
sniffing hard at the heels of nonprofits
looking for conflicts of interest,

Big mouthfuls aften choke.” Some-
times the conflicts of interest yield
benefits that are seem petty—a few
thousand here, a few thousand there.
But the people involved can’t seem to
pull themselves away from the table,
scarfing down larger portions of illegal
swag until they are exposed and caught.
It is difficult to imagine that the exam-
ples cited here went unnoticed for years

and years by board members until
finally an investigating reporter or dis-
gusted whistle-blower stumbled on the
facts. The practice of nonprofit
omerta—silence about the misdoings
of colleagues on a board, on staff, or
within the sector—is ultimately self-
defeating.

One deceil needs many others.™ It
cannot be more obvious that conflicts
of interest do not emerge as isolated
instances. If the news reports cited
here are to be believed, each organiza-
tion’s conflicts of interest were sur-
rounded by other inappropriate, if not
illegal, nonprofit muck and mire. Con-
flict of interest doesn’t sneak up by sur-
prise; it is part of organizational
culture, usually embedded in layers of
mishehavior.

Comamnil a crime, and the earth is
made of glass.” Or perhaps Emerson
might have said, “Engage in conflict of
interest, and sooner or later, you'll be
found out.” Connecting the dots
between family members and their
businesses or their personal lives
doesn't take much digging. In nearly
every instance profiled here, the con-
flicts of interest were discovered by
intrepid newspaper reporters and then
followed up on by government agencies.
The pathetic defense of some alleged
miscreants that they had publicly dis-
closed their conflicts of interest—and
then blithely pursued the self-aggran-
dizing booty nonetheless—fails to
provide the immunity of “hide in plain
sight.”

The law hath not been dead, though
it hath slept.” In every instance
recounted here except for the anom-
alous ACORN story, an explicit conflict
of interest regulation or statute covered
these organizations and their behavior,
Remarkably, despite instance upon
instance of conflict of interest and often
months of froni-page newspaper cover-
age, there was little government action.
For the nonprofit organizations them-
selves, the mere adoption of a conflict
of interest policy (one of the recommen-
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dations of charitable accountability
reform efforts such as the Panel on the
Nonprofit Sector at Independent
Sector) does not mean anything if the
policies aren’t remembered, tested and
implemented by the board members
that adopted them. In nearly every case
noted here, the organizations had con-
flict of interest policies, the board
members were vaguely aware of them
and may have even signed off on them,
and even controlling government
statutes contained explicit conflict of
interest provisions. Clearly the self-
regulators and peers of these nonprofit
organizations seem to have turned a
blind eye to the thievery occurring in
the sector’s midst.

A new science of politics is needed
Jor o new world.™ Conflict of interest is
seen as a problem of both individuals
and organizations. Where organiza-
tions are seen as manipulating circum-
stances to their own benefit to the
disadvantage of others, the public and
the press will call them on conflicts of
interest, The ACORN example in New
Orleans may be an innocent public
debate, an example of competing non-
profits in the serum for funding oppor-
tunities in nonprofit environments, but
the perception of an organization
enriching itself to the detriment of its
nonprofit competitors may at times be
construed of and described as organi-
zational conflict of interest.

Some of these stories sound like
they were plotted by Shakespeare
himself, lacking only witches and
ghosts. Speaking to the entire sector,
Shakespeare might have witnessed the
sector’s still-languid efforts to rid itself
of conflicts of interest and observed,
“False face must hide what the false
heart doth know.""

The prevailing wisdom articulated
by some sector leaders is that nonprofit
conflict of interest occurs when male-
Tactors slither their way into positions
of power and plunder the nonprofit
storehouse. As egregious as some of
these alleged conflicts of interest might
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appear, not all of their perpetrators
were people who joined nonprofits to
loot and pillage,

To the contrary, the principals in
most of these examples have adamant
defenders, even admirers. Their organi-
zations have track records of years of
demonstrable accomplishments. Non-
profit sector apologists are shortsighted
when these excesses are attributed
simply to human nature and the justifi-
cation that some percentage of the pop-
ulation is going to engage in petty
larceny whether they work for charity,
business, or government. No, there are
dynamics in our sector that unfortu-

In our own organizations,
the baseline protection against
conflicts of interest should start

with the board of directors,

particularly the chair.

nately and sometimes inexorably
encourage practices that can evolve into
conflicts of interest—and they require
all of us to be specially attuned to make
sure that things do not go horribly awry.

There is an aspect of self-interest in
the nonprofit sector that some people
might say is natural and positive. The
motivation for ereating a neighborhood
community development corporation,
for example, might not be airy intellec-
tual theory, but rather the result of local
residents coalescing behind a commu-
nity leader to build themselves some
affordable housing and find job training
and placement opportunities that the
private market isn’t willing to supply.
When does that community-based self-
interest cross the line into conflict of
interest? How can we guard against it?

There is also a lot of personal identi-
fication of organizations with their
leaders. Funders constantly talk about
making decisions based on the person

leading an organization rather than
because of the institution itself. Non-
profits become not institutions but
so-and-so’s organization, linked
inescapably with the persona of the
executive director. Funders, board
members, and others feed the personal
identification of the executive director
with inducements, perks, and indul-
gences that accrete over time, some-
times crossing the line between
empowering talented leaders info per-
mitting self-aggrandizing behaviors
that constitute conflicts of interest.

We have a moral obligation to call
out conflicts of interest in our sector—
institutional as well as individual—and
to adopt a critical posture toward activ-
ity that undermines the probity of
charity and philanthropy. But, as one
perceptive observer has noted, saying
that we are all responsible means, in
practical terms, that no one is respon-
sible. That’s how life works, More than
the bland admonishment to do the right
thing, the sector needs an ethic of hon-
oring and supporting the truth tellers
and whistle-blowers who are willing to
call out the miscreants.

In our own organizations, the base-
line protection against conflicts of
interest should start with the board of
directors, particularly the chair. Where
the board is complicit in the conflict of
interest, there isn’t much to be said. But
it should be a reminder to current and
prospective nonprofit board members
that, functionally, they constitute our
sector's and our society’s early-warning
system against these depredations,

Beyond the specific organizations
involved, peer organizations sustain the
collateral damage of conflicts of interest.
Consequently, it should be incumbent on
nonprofits and nonprofit associalions to
raise questions with an organization
sliding into the morass—and sound the
alarm publicly if the descent into this
circle of hell continues.

Ultimately, the backstop is the gov-
ernment agencies charged with guaran-
teeing nonprofit probity. Given the
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years over which these conflicts have
spanned, the diffidence of regulators
and enforcers is noticeable. Without
prejudging whether the Ohio auditor's
suspicions were right or wrong, it
clearly cost the auditor’s office time and
money to go after Oriana House, start-
ing with prolonged litigation fo get
access to the nonprofit’s financial
records, Add to that charges of a politi-
cal witch hunt (the Republican auditor
ran for, and lost, the position of Ohio
attorney general) and the fallout for
alleging that a nonprofit leader has
played fast and loose with nonprofit
accountability, and it's not a battle that
some public oversight agencies would
be eager to join.

But join they must. Public funders
like HUD in the Five Rivers case, local
oversight agencies such as the clerk's
office in Palm Beach County, state
offices of the attorney general, and
others all have to examine and support
the conflict of interest standards that
they themselves have promulgated—
and they have to do this in something
getting a little closer to real time, At
some point, someone has to call the
behavior into question and take action.

Conflict of interest in the nonprofit
sector cannot be written off as the aber-
rant infiltration of low-level Sopranos
skimming their cut of the tax-exempt
dollar. Add a few bad judgments, some
uncontrolled self-interest, a dose of all-
too-common egoism, and the result is a
conflict of interest, pit that can engulf oth-
erwise good people and organizations.

Rick CoHEN is NPE's national correspon-
dent. This article’s title is taken from Mark
Antony’s speech in William Shakespeare's
Julins Caesar, Act II1, Scene ii.
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N THE ONGOING DEBATE AT THE

state and federal levels about how

best to regulate public charities, a

recurring question has been, “At

what annual budget size should
nonprofits obtain an audit of their year-
end financial statements?” In 2005,
Independent Sector's Panel on the Non-
profit Sector recommended to Congress
that federal law be changed to require
exempt organizations with annual rev-
enues exceeding $1 million to have their
financial statements audited by an inde-
pendent CPA, and further, that organi-
zations with annual revenues of
$250,000 to $1 million have their state-
ments reviewed by an independent
accountant. In California, where the
Nonprotit Integrity Act took effect in
2006, nonprofit advocates rallied pas-
sionafely against early drafis of the law
that would have required audits of non-
profits with annual revenues of
$5600,000, arguing that the expense of
annual audits was an undue burden for
small nonprofits. In the end, the Act's
audit threshold was a far more generous
$2 million in annual non-governmental
revenues. Eighteen states now require
nonprofits of a certain annual revenue
size to submit audits if they solicit
funds from their state's residents,
though the revenue threshold varies

SPRING 2007 - WWW.NONPROFITQUARTERLY.ORG

Absent the Audit:
How Small Nonprofits Can
Demonstrate Accountability

Without One

by Jeanne Bell and Steve Zimmerman

considerably from state to state. Mean-
while, watchdog groups and standards-
setting entities continue to vary in their
answers to the audit question, The Wise
Giving Alliance has a $250,000 annual
revenue threshold, while the Standards
of Excellence Institute’s threshold is
$300,000.

With such diversity of opinion
among experts and regulators alike, it
is no wonder that executives and board
members of community-based nonprof-
its are confused about when to begin
having their statements audited. More-
over, with the audit proving to be a ubiq-
uitous element of accountability
legislation and recommended self-regu-
lation, how should those community-
based organizations that don’t get an
annual audit otherwise demonstrate
their fiscal responsibility?

First, staff and board leadership
must recognize pragmatically what an
audit does—and does not do—for a
small nonprofit. An audit is an outside
CPA's professional opinion on the mate-
rial accuracy of an organization’s year-
end financial statements. An audit has
nothing to do with financial strategy or
organizational sustainability—a fact
that too many nonprofit staff and board
members overlook. An organization’s
own financial statements, which mini-

mally include a balance sheet and an
income statement, are first and fore-
most infernal management tools. Even
small organizations of $50,000 to
$250,000 should produce internal finan-
cial statements for staff and board on a
quarterly basis; larger groups should do
so monthly. With the complexity and
unpredietability of nonprofit income
and the small margin upon which most
community-based groups survive,
timely analysis of accurate financial
statements is both essential and totally
independent of the audit issue.

The benefits to a community-based
nonprofit of purchasing an annual audit
of its year-end financial statements fall
into three categories:

Generate Donor and Constituent
Confidence. From a pure return on
investment perspective, perhaps the
greatest benefit to a nonprofit of pur-
chasing an annual audit is the ability to
provide copies of it to prospective major
donors and institutional funders. An
unqualified audit is a universal indiea-
tor (though hardly a guarantee) that an
organization is investing in its financial
management and that the financial
statements it is including with its pro-
posal are likely to be accurate. Beyond
donors, the audit is a symbol (though,
again, hardly a guarantee) of an organi-

THE NONPROFIT QUARTERLY 61




Absent the Audit Strategies' fo'f_Acco'ij_hﬁi'ty—

_{hallenge Strategies

;Ge-neraling Donor/Constituent
Confidence

| « Consider purchasing a review by an independent CPA

fnsuri ng Comgliance with
Nonprofit Accounting Standards

{reasurer

« Involve the volunteer treasurer in response to constituent in_quiries
« Ensure Form 990/is done well and submitted on time

« Post PDFs of last three Form 990s on Web site

« Distribute an inexpensive annual report to the community

- Track restricted contributions fanatically

+ Develop a well-formatted, high level annual budget for public
consumption

« Contract with an expert nonprofit hookkeeper

« Prioritize financial literacy and professional development at staff
and board levels

« Recruit an experienced nonprofit CFO or executive director as

Preventing and
(atching Fraud

«Engage staff, contractors, and board to ensure segregation of
financial duties

-Develop and follow simple accounting palicies and procedures

+Actively maintain a culture of finandial ethics and transparency

the media and watchdog groups, that
the organization is committed to fiscal
accountability.

Ensure Compliance with Accounting
Standards. Board and staff leadership
benefit from an andit done by a CPA who
has current knowledge of nonprofit
accounting standards in that such CPAs
can help move an organization towards
best financial management practices.
Particularly in cases where the book-
keeper is new to nonprofit accounting,
the audit process can educate her or
him on advanced topics such as fund
accounting and grants tracking.
Further, even amongst experienced
nonprofit finance staff, knowing that
they will have to defend accounting
judgments to an auditor at year-end sus-
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tains a kind of accounting discipline, or
rigor, throughout the year.

Prevent or Catch Fraud. This
benefit is perhaps the most commonly
overstated. In fact, an annual audit is
only a small potential element of a
sound system of internal controls, One
need only reflect on the major corpo-
rate scandals that continue to make the
news to recognize that the audit
process does not always prevent or
catch fraudulent activity. Certainly, the
prospect of an audit may play a deter-
rent function, but a determined stafl
person or volunteer can find ways to
steal from a nonprofit that an anditor,
who may be onsite testing for two days
each year, will not detect.

If these are the primary benefits of

purchasing an annual audit, how does a
nonprofit that elects not to purchase
one meet these same objectives? Let’s
assume that the Young Artists Network
(YAN) is a small community-based non-
profit founded in California six years
ago to connect and support young
people hoping to build a career in the
arts; it has five paid staff members and
annual revenues of $405,000. Without
the requirement of an audit by the state
or any of YAN’s funders, the board of
directors has not deemed it necessary
to invest $10,000 of their barely-break-
even budget in an annual audit. Still, the
board and executive director definitely
want to generate donor and constituent
confidence, ensure compliance with
nonprofit accounting standards, and
prevent fraud.

Generating Donor and Constituent
Confidence without an Audit. There
are six things YAN can do to inspire
financial confidence among donors and
constituents. First, it can establish and
maintain an active board finance com-
mittee with a strong treasurer who can
speak fluently about the financial con-
dition of the organization. When an
executive director can include a board
member in responses to constituent
inquiry, it sends a message of financial
oversight and transparency to the com-
munity.

Second, the treasurer and the execu-
tive director can work together to
ensure that YAN's [RS Form 990 is done
well and submitted on time each year.
Without an audit, many funders and
constituents will rely on the Form 990
to assess the organization’s financial
status. The Form 990 is due four and a
half months after the close of an orga-
nization's fiscal year. Since YAN's fiscal
year is January through December,
staff and board should ensure that its
Form 990 is submitted by May 15th or
that it requests an extension from the
IRS (Form 8868). To demonstrate trans-
parency, YAN can put PDFs of its last
three Form 990s on its Web site.

Third, YAN can produce an inexpen-
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Third, YAN can produce an inexpen-
sive annual report to the community
summarizing the impacts it had over
the previous year as well as the sources
and uses of its funds. If thoughtfully
written and presented, the annual
report need not be a fancy production
to effectively communicate YAN's
sense of mission and financial account-
ability to its constituents. In demon-
strating impact and accountability, an
annual report is an effective marketing
and donor cultivation vehicle, even
though these are not its explicit intents.

Fourth, YAN staff can be fanatical
about tracking restricted contributions.
In the end, most major donors and
funders want to be assured that their
funds are used as they intended them to
be. Before YAN takes a penny of
restricted money, it should set up ade-
quate systems for identifying expenses
as satisfying those agreements. At a
minimum, a well-structured and main-
tained Excel workbook that keeps a
running balance on each major
restricted funding source is essential,

Fitth, YAN staft can develop a sum-
marized version of its board-approved
annual budget for public consumption.
Many donors and funders ask for an
annual budget before they commit
funds. YAN can consolidate its income
and expense categories for a clean,
high-level look at its financial plan for
the year. With reduced line items, there
will be toom on the page for a short nar-
rative about the budget’s assumptions
and desired programmatic outcomes.
Such a document demonstrates that
YAN understands the nature of outside
constituents’ financial questions—as
opposed to staff and board’s—and is
responsive with an informative,
digestible presentation.

Finally, YAN may elect to engage an
outside CPA in a financial statement
review, rather than a tull-blown audit.
Less expensive and time-infensive for
YAN staff, a review does not include
onsite testing and therefore does not
conclude with an auditor's “opinion”—

SPRING 2007 - WWW.NONPROFITQUARTERLY.0RG

a technical term for the CPA’s expert
Judgment as to whether the financial
statements prepared by the organiza-
tion were prepared in accordance with
accepted accounting principles.
Instead, based on limited document
review and communications with staff
and/or board, the review report’s objec-
tive is to give limited assurance that no
significant modifications to the finan-
cial statements are needed to make
them conform to accepted accounting
principles. For roughly half the price
of an audit, YAN would have a CPA-
prepared document to share with con-
stituents, albeit one with less “bite,”

Ensuring Compliance with
Accounting Standards Without an
Audit. Like many small community-
based nonprofits, YAN’s volume of
finanecial activity does not warrant a
full-time staff accountant or CFO. And,
like most founding executive directors,
YAN's leader is not fluent in accounting,
much less the specifics of nonprofit
accounting standards. Still, ensuring
best financial practices is essential, and
YAN has several strategies it can
employ. First, the aforementioned
strong treasurer is a great opportunity
to bring a volunteer with nonprofit
finance skills into the organization’s
inner circle. Too many nonprofits look
to general business people and bank
employees as ideal treasurers; instead,
YAN can recruit an experienced CFO or
executive director of a larger nonprofit
in its community. There is great utility
for a small nonprotit in having a treas-
urer who knows how nonprofits actu-
ally work financially.

Next, YAN can contract for monthly
services with a bookkeeper who is a
nonprofit accounting expert. This inde-
pendent contractor can not only
prepare monthly financial statements in
accordance with accounting standards,
but also serve as a teacher and coach to
YAN administrative staff who may be
growing into a finance role. YAN's exec-
utive director might consider paying to
have the expert bookkeeper on site for
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coaching and oversight impact and
ensure greater accessibility for answer-
ing staff and board questions through-
out the month,

Finally, YAN's executive director
and board chair can explicitly and con-
sistently prioritize financial literacy at
the staff and board levels. This might
include doing annual orientations fo
YAN’s budget and financial statements
at staff and board meetings, inviting a
local expert to do a training for staff
and board, and/or paying for staff and
volunteers to attend finance workshops
or conference sessions. More funda-
mentally, YAN's staff and board leader-
ship can insist upon dual bottom line
thinking—managing for mission
impact and financial sustainability at
all times—rather than allowing out-
dated program-versus-finance cultures
to persist. The more that staff and vol-
unteers have a holistic view of the pro-
grammatic and financial aspects of
their organizations, the more likely they
are to shepherd the organization to a
place of best practice.

Preventing or Catching Fraud
Without an Audit. The primary ways
that organizations prevent fraud,
regardless of budget size, are in segre-
gating financial duties and creating a
culture of financial ethics and trans-
parency. The only difference for small
nonprofits like YAN is that having
enough people among whom fo segre-
gate financial duties is a greater chal-
lenge. By engaging the office manager
for accounting clerk functions, the con-
tract bookkeeper for review, reconcili-
ation, and statement preparation, and
bhoth the executive director and the
treasurer for review and signatures,
YAN can effectively prevent one person
from having unchecked access to its
resources. Requiring dual signatures on
large checks and having the payroll
company send the payroll report of all
funds distributed directly to the volun-
teer treasurer are two ways that YAN
can segregate duties, With lots of non-
profit experience between them, YAN's

treasurer and contract bookkeeper can
help the organization document these
and other simple accounting polices
and procedures that ensure adequate
internal controls,

Tt is the job of the organization’s
leaders—both staff and volunteer—to
establish and maintain a culture of
financial transparency. At its essence,
this is about how carefully we collect
and share financial information with a
broad array of internal and external
stakeholders. As a founding leader
whose passions are in programmatic
work, YAN's executive has to con-
sciously reflect on what attitudes and
practices about money she is modeling
for her staff and board.

A fundamental assumption of the
auditing process is that the organiza-
tion has the capacity—be it achieved
through its staff or through a combina-
tion of staff, contractors, and volun-
teers—to produce its own year-end
financial statements in accordance
with generally accepted accounting
prineiples. Small and emerging organi-
zations that intend to accomplish their
intended impacts with paid staff and
scaled up organizational structures
have to work up to this capacity, just as
they have to work up fo the financial
capacity to afford an andit. (Those that
intend to be all volunteer or very small
indefinitely may never desire audit-
readiness.) The strategies outlined
above will not only position an organi-
zation as serious about financial
accountability and transparency, they
are also necessary steps in the journey
towards sufficient financial capacity to
warrant an annual audit.

Jeanne Bell, MNA, is Associate Divectorat
CompassPoint Nonprofit Services, and
Steve Zimmerman, CPA, is Principal of
Spectrum Nonprofit Services in Milwaukee,
Wisconsin.

Reprints of this article may be ordered from
store.nonprofitquarterly.org, using code

140111,
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HE TIME IS LONG GONE TO CALL

online volunteering, also known

as virtual volunteering, a new or

upcoming practice. In fact, the

practice is more than 30 years
old: Project Gutenberg (www.guten-
berg.org) is probably the oldest example.
This endeavor, now a nonprofit, was
established in 1971, decades before
public access to the digital highway
became the norm. Through the contribu-
tions of online volunteers like tran-
scribers, editors, researchers, and tech
support, it provides electronic versions
of many classic works such as Les Mis-
ervables, Drvacula, and Alice’s Adveniures
in Wonderland, as well as textbooks and
other published materials with expired
copyrights,

Online volunteering became more
common among nonprofit organizations
in the late 1990s, with widespread use of
the Internet. Impact Online, now Volun-
teerMatch, began soliciting “virtual vol-
unteers” to help with its new volunteer
recruitment site in 1994. CompassPoint
Nonprofit Services in San Francisco, for-
merly the Nonprofit Support Center,
hosted one of the first presentations
about online volunteering in 1995, Orga-
nizations’ early efforts with online volun-
teering were chronicled at the Virtual
Volunteering Project (www.service-
leader.org/old/vv), a research endeavor at
the University of Texas al Austin that
spent more than four years identifying
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Online Volunteering Enters

Middle Age

by Jayne Cravens

and studying organizalions with online
volunteers and documenting practices
that other organizations could adopt. By
the end of 1998, the project had to
abandon its comprehensive listing of
organizations with online volunteers, as
the list had grown into the many hun-
dreds and was no longer possible to accu-
rately maintain.

There are now thousands of nonprof-
its that involve volunteers through the
Internet in some way. For instance,
organizations are sending newsletters
via e-mail to volunteers who provide
service onsite, sponsoring online com-
munities for volunteers to talk about
their service activities, providing Weh-
based platforms for volunteers to log in
their service hours, and, of course, vol-
unteering online.

Online volunteering means volun-
teer activities that are completed, in
whole or in part, via the Internet,
usually in support of or through a non-
profit organization. Examples of online
volunteering include: translation,
research, Web design, data analyses,
database construction, online discus-
sion facilitation or moderation, pro-
posal writing, issue advocacy,
production of articles, online mentor-
ing/coaching/tutoring, professional
advice, curriculum development, publi-
cation design, video editing, podcast
development—the list of online volun-
teering activities is as long as a listing

of onsite service possibilities. As can be
seen from even this partial list, most
online volunteer activities are not
directly tech-related. Also, traditional
onsite volunteers who engage online
with organizations they support, such
as through an online discussion group,
can also be considered online volun-
teers, since some of their service is hap-
pening online.

Involving volunteers online is a
flourishing and growing practice. The
organizations that do so vary tremen-
dously in terms of agency staff size,
agency age, and mission focus, ranging
from large and long-established non-
profits such as Greenpeace, the World
Food Program, and the American
Cancer Society to relatively new,
smaller organizations such as Per-
verted-Justice (which works to catch
online pedophiles), Blogher (a new non-
profit that promotes blogging by
women), and Knowbility (a nonprofit
that promotes education and employ-
ment access to people with disabili-
ties). To see examples of the hundreds
of organizations involving online volun-
teers, visit the virtual volunteering
section of VolunteerMatch (www.volun-
teermatch.org) and the UN’s Online
Volunteering service (www.onlinevol-
unteering.org), as well as the archives
of the Virtual Volunteering Project
(www.serviceleader.org/old/vv).
Online volunteering is also a frequent
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Research: Online Volunteering

Research and academic journal articles regarding or directly relating to online volunteering

are listed here;

« WwWw.coyotecommunications.com/volunteer/ovresearch.html. Links are provided on
this Web page to all publications or ordering information.

Some of the research available includes:

«“Involving International Online Volunteers: Factors for Success, Organizational Bene-
fits, and New Views of Community,” by Jayne Cravens, MSc. In conjunction with the Institute
for Volunteering Research’s November 2005 conference, “Volunteering Research: Frontiers
and Horizons,"research was undertaken to assess current common practices among organ-
izations successfully involving international online volunteers, to explore the role online vol-
unteering may play in building a more cohesive global community, and to assess the
relationship between involving online volunteers and building organizational capacities.
Published in The International Journal of Volunteer Administration (LJOVA) in July 2006.

-"Power to the Edges: Trends and Opportunities in Online Civic Engagement;” Final Edition
1.0, by Jillaine Smith, Martin Kearns, and Allison Fine. This paper explores trends and strate-
gies related to the current (as of May 2005) and future state of online activism, fundraising,
and democracy. The report concludes with a series of findings and recommendations for the
ways that organizations, individuals, and philanthropic groups can help build such cultures.
Commissioned by the USA-based Philanthropy for Active Civic Engagement (PACE).

«Vic Murray and Yvonne Harrison of the University of Victoria produced “Virtual Volun-
teering: Current Status and Future Prospects”regarding online volunteering in Canada, with
findings applicable for online volunteering in other countries.

- The Virtual Yolunteering Project, based at the University of Texas at Austin, the first
extensive research project regarding online volunteering, 1996-2001.

topic among practitioners on the
CYBERVPM discussion group (groups.
yahoo.conv/group/cybervpm/).

Many who are new to online volun-
teering have the impression that it will
replace onsite volunteering, that those
who contribute online are new to com-
munity service, and that the majority of
online volunteers are in their 20s. But
according to research by the Virtual Vol-
unteering Project in the late 1990s, as
well as further research and anecdotal
evidence since then from various organ-
izations (see sidebar), the overwhelming
majority of online volunteers also volun-
teer in onsite settings, often for the same
organization they are helping online.
Online volunteers also come from all age
groups (usually starting over age 13),
from various educational and work
backgrounds, and from various geogra-
phies and ethnicities. There is some evi-
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dence that there are slightly more
women who volunteer online than men.
Of course, each organization will have a
different breakdown as far as online vol-
unteer demographics, but it’s important
to keep in mind that one cannot make
sweeping generalizations about who
online volunteers are, or will be.

The appealing features of online vol-
unteering for individuals are many:

* it’s another way [or a person to
help causes they believe in;

¢ it's a way for those who can't vol-
unteer onsite because of constraints in
leaving their home or workplace;

e it provides a way for people with
disabilities and mobility/transport
problems to volunteer:

e it can allow people to help organi-
zations that are important to them
when onsite opportunities are not avail-
able; and

e it can allow people to help others
in a geographic region that they cannot
travel to or do not live in.

Organizations involve volunteers via
the Internet because:

e onsite volunteers have asked to
volunteer this way in addition to their
face-to-face service;

e online volunteers may have skills
and expertise or sophisticated hard-
ware or software that nonprofits may
not have, but need;

e just as with onsite volunteers,
online volunteers help stretch staff
resources even further, often allowing
onsite staff to serve more people and
undertake more activities;

e online volunteering allows for the
participation of people who find onsite
volunteering difficult or impossible
because of a disabilify, home obligation,
transportation difficulties, or work
schedule, which in turn allows an organ-
ization to benefit from the additional
talent and resources of more, and a
greater diversity of, volunteers; and

e online volunteers don’t require
physical accommodations (no desk, no
chair, no parking place).

Getting Personal & Transparent
Online interactions with volunteers can
often feel quite personal. This is
because many people are more willing
to share information, feelings, and crit-
icisms online than they are face-to-face.
Also, volunteers can more easily share
information about their interests and
background (such as family and work
photos) over the Internet than, say, at
an onsite volunteer huncheon.

In addition, involving volunteers
through the Internet is done most sue-
cessfully by organizations focused on
making volunteers collaborative part-
ners in how the organization operates.
This offen means actually giving volun-
teers more fo do and requiring a greater
volunteer commitment. These organiza-
tions’ successful volunteer involvement
is focused on acknowledging and listen-
ing to the feedback from volunteers.
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They are making volunteers feel
included and energized—not with pins
or mugs or luncheons, but through
greater and more meaningful involve-
ment and ongoing, interactive support.

Therefore, in learning to worlk with
volunteers online, nonprofit staff must
learn how Lo inferact with people on a
more transparent, personal level than
they may be used to with traditional
onsite volunteers.

Positioning for Success

There are a number of ways that orga-
nizational leadership can encourage
and support staff in embracing online
volunteering, mostly through incorpo-
rating Internet use into traditional vol-
unteer management:

* Ensure that all staff, particularly
those who currently engage with volun-
teers, have reliable access to the Inter-
net and are supported to use the
Internet regularly to research informa-
tion and engage in online communities
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relating to their work. If staff aren’t
experienced using the Internet as part
of their work already, it's going to be
quite difficult for them to feel comfort-
able working with volunteers online.

e Ensure that staff master the basics
of traditional volunteer management
and are involving onsite volunteers suc-
cessfully. Research shows that most of
the challenges in involving enline vol-
unteers relate to fraditional manage-
ment practice.

* Encourage staff to regularly com-
municate with current volunteers using
e-mail and to commit to responding to
e-mails from volunteers quickly.

* Encourage the staff person prima-
rily responsible for managing volun-
teers to create an online community for
current volunteers to talk about their
service. This gets both the staff person
and current volunteers used to interact-
ing with one another online.

e Support your volunteer manager
in ereating a robust volunteer-related
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ing some of this assignment from his or
her home or work computer, and inter-
acting with a staff person by e-mail as
the project progresses. Because the vol-
unteer is seen onsite, no one may ever
have thought of the person as also an
online volunteer.

Safety & Confidentiality Concerns
Staff may express reluctance to involve
volunteers online out of a misplaced
fear of the Internet as being inherently
dangerous. However, the Internet is no
more dangerous than the offline, face-
to-face world. Just as there are any
number of things that can be done to
protect people in face-to-face interac-
tions, there are many things an organi-
zation can do to ensure everyone's
safety, as well as the safety of its infor-
mation, online. The Virtual Volunteer-
ing Project details various safety
nieasures that can be undertaken here:
www.serviceleader.org/old/vv/safety/.

It must also be noted that a volun-
teer, online or onsite, is no more likely
to share confidential information inap-
propriately than a paid staff member if
the volunteer undergoes the same train-
ing and experiences the same manage-
ment as a paid staff member regarding
confidentiality. In short, confidentiality
is a training issue; all staff, whether
paid or volunteer, whether onsite or
online, needs to have training on what
can and cannot be shared with the
public.

Keys to Success
In research about involving online
volunteers, several recommendations
emerge as common to successful
programs regarding the role of staff in
volunteer management, and these
recommendations are easily applied to
working with all volunteers, including
those onsite. The following practices
are especially appreciated by younger
volunteers and those new to service
onsite at a nonprofit:

e providing clearly defined, well-
writtern, detailed online volunteering

assignments, where expectations and
needs are explicit;

s stressing in the assignment how
the taslks will help the organization and
the people or areas served;

e providing a quick response to all
volunteer applicants and promptly
approving or rejecting applications;

e promptly providing detailed next
steps for the assignment to approved
applicants;

e being ready to put online volun-
teers to work immediately before
recruitment begins;

e responding to all e-mails from
accepted and active volunteers quickly
and regularly (most organizations suc-
cessfully involving online volunteers
adhere to a 48-hour rule);

e ensuring online volunteers feel
they are a part of the organization’s
mission and understand how their con-
tribution helps an organization; and

e ensuring online volunteers feel as
recognized as onsite, face-to-face vol-
unteers and long-Lterm volunteers.

Conclusion

Research and practice show that the
keys to success in involving online vol-
unteers have little to do with technol-
ogy and everything to do with people
skills, management style, and trans-
parency. Organizations that success-
fully involve online volunteers do not
think of volunteers in two different
groups; they are all volunteers, often
the same volunteers, and the manage-
ment of all these volunteers is fully inte-
grated, responsive, and transparent,
fueling volunteers’ enthusiasm for
further service. Organizations success-
fully involving online volunteers repre-
sent innovation through their
management, not their technology.

JAYNE CravENs, MSc, is a consultant
based in Bonn, Germany.

Reprints of this article may be ordered from
store.nonprofitquarterly.org, using code

140112,
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FFECTIVE ORGANIZATIONAL

leaders are likely to possess

deep knowledge of issues in

and around the organization.

For instance, they will know
the full range of players in their envi-
ronments as well as the dynamics
between them, and their tenure, influ-
ence, and reliability as partners. They
are likely to know what long-term
funding sources are thinking about
doing in their program area and, for
that matter, what those contributors
like to eat at lunchtime and by whom
they might be influenced. All of this
knowledge is colored by their personal
perceptions; and it is all grist for the
mill in the stakeholder balancing act
that is part and parcel of the job of a
nonprofit leader. This is part of the
reason executive departures can be so
disruptive: if the executive is the sole
holder of the organizational reins (or if
too much is invested in that one posi-
tion), it can cause the organization to
stagger.

Of course, there are alternatives to
leaving our organizations vulnerable to
lurching from one leader to another. We
could fill the organization with leaders
(with and without positional power)
who are effective, knowledgeable, and
aligned around the organization's
mission and strategy. What are the
stakes—the risks—involved with not
doing so?
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Preparing an Organization to
Sustain Capable Leadership

by Karen Gaskins Jones

Try this exercise in projection. What
do you think happens next?

® The executive director has been
exhausted by the demands of her job.
She had planned to stay five years but
leaves after two, saying she wants to
spend more time with her family. At a
meeting of the United Way's review
committee, her departure comes up as
an issue that argues against the
agency’s already tenuous position (the
United Way is eutting its affiliate agency
roster). A local foundation officer sits
on this commitiee and wonders what
this means for the agency. Should she
delay the review of their grant?

e A small organization attracts
young and enthusiastic staff people but
there is little room to exercise their
intelligence because the executive likes
to hold decisions closely. Suggestions
for changes in the way they do business
are met with a glazed look, and there is
a good deal of turnover. The leader,
although not the founder, is well known
as a passionate advocate—the board
defers to him. He becomes seriously ill
and is ordered by his doctor to leave.

* An executive director leaves unex-
pectedly, and a board member who has
been involved with the organization for
some time takes on the role of interim
executive director. Once he is in the
position, it becomes clear that the new
ED cares for the organization and its
mission but lacks some vital skills.

When some of the board members
become aware that the health of the
organization is eroding, they begin to
panic. Others defend the interim,
lauding him for his self-sacrifice.

When such things happen in non-
profits, it usually means that attention
to leadership development (and its
impact on sustainability) has been
inadequately addressed. The often
unseen and unintended consequences
may include a host of missed opportu-
nities and organizational missteps.
Hence, when the pool of capable orga-
nizational leaders is not continually
nurtured, the organization may stag-
nate in the short term and become vul-
nerable in the long term.

Leadership Change Means a Change
in Perception & Practice
The mental model that predominates
nonprofit succession planning might he
likened to the transition of one head of
state to another. Nonprofits can end up
with a new cabinet (middle manage-
ment and board), a new fiscal policy,
and even an entirely new program as a
result. No wonder the simple act of
replacing one person is so charged.
Consider further whether this is a legit-
imate approach in an organization that
is supposed to be the expression of col-
lective values and intent.

One philosophically different
approach to single-leader succession
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planning involves the continuous culti-
vation of leaders among staff, board
members, and volunteers in order to
have a cadre of people prepared to fill
different leadership roles.

An investment in leadership develop-
ment entails inviting and building talent
at every level and sharing expertise, con-
tacts, and decision-making authority. In
this way you create a depth of institu-
tional will, knowledge, and memory that
can survive the transition of one individ-
ual, however remarkable. Not only will
this benefit your single organization, but
the broader cultivation of diverse and
talented leaders will enhance the non-
profit sector’s influence and effective-
ness within communities served and
within our society.

The Leader Development &

Succession Landscape

If your nonprofit organization clings to a
one-leader model, it risks enormous dis-
equilibrium in the loss of the nuanced
understanding of and influence on the
environment that was referenced earlier
in this article. Suddenly you could expe-
rience a cascade of events: funders falter
waiting to see how the new execufive
works out; produetive partnerships are
neglected and lost; cash flow tenuously
managed hits the skids.

How do you avoid these setbacks?
Below are three strategies that can
provide equilibrium during leadership
changes and, in general, grow the lead-
ership capacity of the organization over
time.

Risk Management
If a leader is lost on a fairly abrupt
basis, the immediate questions within
the organization are often:

e Who knows how to do that func-
tion?

® Who understands what the imme-
diate organization/program needs
are—and how to meet those needs and
commitments?

¢ If someone else on staff takes on
these additional responsibilities, what
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other parts of the organization may
suffer?

The proposed risk management
strategy for dealing with the unplanned
absence of a leader is to create an emer-
gency succession plan. This is a plan
that can be implemented when there is
the temporary absence of a person in a
key position on staff or on the board.
For example, if there is only one person
who deals with a program or fiscal
responsibility, what would happen to
the organization if that person were
unexpectedly unable to perform that
function for one month? For three to six
months?

An emergency succession plan is the
mininum level of investment in a leader
development approach to protecting
your organization and cultivating talent.
With the discussion of how to cover key
positions (e.g., executive director,
program director, comptroller, other
important administrative positions),
issues of cross-training, development,
and growth opportunities become a
part of performance management con-
versations and of the strategic goals for
the organization.

To ensure the organization can
operate effectively during times of
unplanned change, plan for the change
to occur. Build a strategy to ensure that
there is some redundancy in the organ-
ization and that people with the right
knowledge and skills are ready to
assume responsibility if key leaders
leave unexpectedly.

A Strategic Approach to

Leader Development

Once this minimal risk prevention step
has been taken, the next level of invest-
ment is to think about the longer-term
cultivation of the staff and board. This
cultivation can be keyed to strategic and
business plans. Even if such plans do not
exist, the organization generally will have
some method to determine its focus,
goals, and its strategies for accomplishing
those goals. Make sure that you have
taken this trajectory into account when

you think about leader development:

®» What kind of competencies will
staff need in the near and far future?

» What talents and capacities are
there among staff and board members
that might be further built for the good
of the organization?

Then consider again the function of
teams and cross-training to create
redundancies of skill, knowledge, and
relationships.

With clear intention to cultivate a
pool of board and staff leaders with
diverse talents and experience, the
organization becomes more deliberate
in creating opportunities to educate,
train, or expand the awareness of indi-
viduals for different aspects of the
work. It becomes a cultural norm to
expect curiosity, engagement, and
excellence from every leader in the
organization. What can aid in this?

® Policies and practices designed to
link people’s work directly to the orga-
nization’s mission and vision, and to
increase their ability to fulfill increas-
ing levels of responsibility to sustain the
organization.

® Excellent information flow that
provides open access to information
about the organization’s position in the
community and with funders, its finan-
cial realities, and its benchmarks, as
well as its strategic questions.

* Opportunities for people to exer-
cise their leadership in ways that are
challenging.

e Individual and collective behav-
ioral norms to foster mutual respect, as
well as recognition of their talents and
experiences.

® Behaviors and practices to rein-
force mutual accountability for the out-
comes of their work together.

e A willingness to experiment and
learn together—to seek better ways of
delivering services and products—and
heighten their effectiveness in working
together.

Leader development is woven into the
infrastructure of the organization’s
systems, policies, and day-to-day prac-
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tices. Having a budget allocation and
other resources earmarked for leader
development is another indicator of being
intentional about the development of
leaders as a core value and practice in the
organization. However, the lack of a dis-
cretionary budget for outside fraining
should not be considered an insurmount-
able barrier to development.

To garner broad support for and
understanding about the need for a
“leader-full” organization, talk it up
with internal and external stakehold-
ers. This will help educate stakeholders
and motivate their investment in this
new direction.

Managing Leadership Transition from
a Position of Strength

Even when an organization makes the
previous two levels of commitment,
and the departure of a leader is
planned, there is still some risk of
losing equilibrium during a leadership
transition. The board, departing

ARE YOU PREPARED IF YOUR ED LEAVES?

WE OFFER

succession planning

and Rhode Island

TO LEARN MORE; |ynne Molnar, managing director

executivetransitions@tsne.org
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With a broad array of one-to-one coaching, mentoring
and technical assistance, we'll help you turn the
challenge of transition into an opportunity for

growth and renewal for your nonprofit,

H Executive transition assessment, search and
B Three-state coverage: Connecticut, Massachusetts

B Interim executive placement, when necessary

leader, and staff must think carefully
about what knowledge, skills, and rela-
tionships may still be held by the
leader alone and plan to transfer those
capacities to other members of exist-
ing staff if at all possible. If the new
leader comes from outside the organi-
zation, she will need time to under-
stand the complex realities of the
internal life of the organization and its
external influences. The new leader
(whether from the outside or promoted
from within) will need to depend on a
deep and broad array of aligned lead-
ership while her feet are getting wet;
this will allow her to get and stay
ahead of the curve.

The Bottom Line

It is important for organizations to
prepare for leadership transitions well
before they occur. Regardless of the
size, age, or type of organization, leader
development and succession planning
should be linked. Being intentional in

TSNE’s Executive Transitions is here to help. |

THIRD SECTOR

New England

the creation of specific leadership goals
and strategies to cultivate the talent
within an organization often happens in
incremental ways that can be transfor-
mative over time. Being intentional in
the development of an organization’s
leadership supports its sustainability
and, not coincidentally, the collective
intelligence it brings to its work.

KAREN GASKINS JoNES, JLH Associates,
is a veteran consultant/trainer and an inte-
gral member of a national coalition of con-
sultants who heightened the practice of
Executive Transition Management and Suc-
cession Planning among nonprofits through-
out the 1.5, in eollaboration with the Annie
E. Casey Foundation and other funders. She
is the anthor of Leadership Development &
Fmergency Succession Planning: an Oryoa-
nizational Plunning Workbook,

REPRINTS of this article may be ordered
from store.nonprofitquarterly.org, using
code 140113,
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OU HAVE TO GIVE JOEL FLEISHMAN
credit. Professor at Duke Uni-
versity, former President of the
foundation Atlantic Philan-
thropies, and former Chair of
the Markle Foundation, he is one of the
very few foundation executives, current
or past, who has had the interest and
courage to write even amoderately crit-
ical assessment of the foundation world.

His recent book, The Foundation: A
Greal American Secret; How Privaie
Wealth is Changing the World, is a
warm, loving tribute to the large foun-
dations, their donors, and their chief
executives. While it neglects small foun-
dations, the role of nonprofits in the
philanthropic process, the egregious
practices of so many of our philan-
thropic institutions, and the implica-
tions of foundation elitism for our
democracy, the book nevertheless does
grapple with some of the major issues
that threaten the future performance
and credibility of the sector.

His perspective is that of a consum-
mate insider, a person who is close and
indebted to establishment institutions,
such as foundations and universities.
He is much more comfortable with
these institutions than he is with the
world of local communities, grassroots
organizations, and activist nonprofits.
His views and analysis are probably
shared by a large number of his founda-
tion colleagues and their trustees, but
they will not resonate with many people
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Fleishman’s World—an Essay

by Pablo Eisenberg

who are practitioners, recipients of
foundation grants, or observers of foun-
dation practices.

Fleishman’s world is one of elite
institutions, governed by the wealthiest
and most highly paid professionals in
our society. These institutions, with
very few exceptions, support our civil
society institutions in a dispassionate
and judicious manner, providing that
balance among government, corporate
power, and nonprofits that is the
essence of our democracy. To him,
wealthy donors and their foundations
have pursued public policy advocacy to
assist the poor, reduce class privileges,
and advance the case of progressive
social change, as well as Lo support
education, the arts, and the advance-
ment of knowledge. He dismisses those
critics who have accused foundations
of perpetuating privilege and wealth as
simply being Marxist.

This is a view that contradicts the
experience of many nonprofits that
have sought foundation money to
organize and empower their poor or
marginal constituencies to change poli-
cies and institutions that have been
obstacles to social and economic
Justice. Why is it that the large founda-
tions, with which Fleishman is prima-
rily concerned, have refused to grant
more than pennies to tough organizing
and constituency mobilizing organiza-
Lions at the local level, groups associ-
ated with Acorn, the Industrial Areas

Foundation, PICO, DART, and the other
organizing networks, as well as to thou-
sands of other independent advocacy
organizations?

Similarly, foundations have grossly
underfunded rural organizations that
have been frying to attack poverty for
years in regions that currently boast a
guarter of our country's poor. The
Katrina disaster revealed the neglect of
nonprofit infrastructures in Alabama,
Louisiana, and Mississippi, especially
those in low-income and black commu-
nities, by foundations which apparently
didn't have a serious interest in poverty
or justice issues. And one could recite
many other instances of foundation
neglect.

Contrary to Mr. Fleishman's asser-
tions, foundation money for meaningful
policy advocacy is in very short supply,
a tiny fraction of the money spent. each
year by foundations. He apparently has
not interviewed the thousands of
national, state, and local nonprofits that
can’t get a dime for their advocacy
activities. That is the hole in Fleish-
man's world. Though he mentions non-
profils in passing, he gives them short
shrift. They are only bit players in his
cast of characters.

Fleishman’s policy world is one
where professionals and experts formu-
late policies and/or lobby Congress or
staLe legislatures. It is a province of
polite, muted activism. It is, for the
most part, not a world of organizing for
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power and influence, direct action, and
challenges to established instifutions
like banks, insurance companies, and
corporations, If lacks the passion,
blood, guts, and anger of the real world.

There is a ‘noblesse oblige’ quality
about his philanthropic world, in which
the wealthy and highly paid profession-
als are entitled to govern without any
intrusion from the working classes
such as teachers, union members,
social workers, ministers, small busi-
ness people, and community represen-
tatives. Fleishman is comfortable with
the elite composition of foundation
boards. He never questions their lack of
diversity. He doesn’t seem to care that
trustees from different classes and
ethnie groups might bring new and
useful perspectives to foundation prior-
ities and grantmaking.

He doesn’t understand, or refuses to
see, the correlation between who serves
on foundation boards and recipients of
foundation money. It should not be sur-
prising that elite trustees are, for the
most part, reluctant to tackle the
excesses of corporate America, invest in
building the power and influence of mar-
ginalized constituencies, challenge
establishment institutions, and elimi-
nate the perks, tax advantages, and priv-
ileges to which they have become
accustomed. You don’t have to be a
Marxist or a radical to understand this
aspect of human nature.

Because of his enthusiastic embrace
of foundations and their track records,
he tends to dismiss some of their short-
comings. He asserts that much of the
criticism of foundations, fueled by
recent negative stories in the media, is
unjustified. Not more than several
hundred foundations, he says, have
been guilty of malfeasance. What he
doesn’'t mention is that a large number
of foundation trustees have been
involved in self-dealing and that many
of them receive hefty fees for their so-
called charitable service on foundation
boards. Hundreds of millions of dollars
are spent each year on such fees to
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people who don't need the money,
funds that should be going to finan-
cially strapped nonprofit organizations.
Nor does he discuss the rapidly growing
excessive compensation and benefits
provided to CEOs and the inordinately
high cost of travel, hotel, other
expenses, and inappropriate expendi-
tures incurred by foundation execu-
tives. Many foundations, in short, are
living high on the hog.

Fleishman believes the media is
largely responsible for much of the
public criticism that followed recent
foundation scandals and the investiga-
tions by the Senate Finance Commit-
tee. He does not acknowledge that, for
the past decade, the media has been the
major accountability mechanism for
the nonprofit world, far more effective
than the federal government, the state
regulatory agencies, and the totally
inadequate attempts by philanthropy at
self-reform. Instead of criticizing them,
he should be praising their efforts. If
anything, one could argue that the
media has been too soft on foundations,
An analysis in 2006 by Foundation
Works, sponsored by the Packard Foun-
dation, revealed that only 1% of all
stories about philanthropy and founda-
tions published between 1990 and 2004
were negative,

Surprisingly, as an experienced aca-
demic, he never discusses the merits of
apayout increase (foundations are cur-
rently required to spend out a minimum
of 5% of their assets, but not solely in
grants), whether it might be beneficial
to nonprofits and the taxpayers who
support philanthropy. He daoes,
however, commendably mention the
lack of general operating support as one
of the major weaknesses in foundation
grantmaking but claims that founda-
tions' reluctance to give general support
is changing.Yel he provides no data to
support this contention. In fact, to this
day, only 20% of all foundation money is
distributed in the form of general
support. Nonprofits are still crying out
for this vital funding to the deaf ears of

an insensitive donor community. The
leaders of our major foundations have
made only half-hearted efforts to
change this practice.

Is it possible to reconcile Fleish-
man’s view that foundations are the
major contributor to America’s pol-
yarchy—the existence of a multiplicity
of independent power centers—while
they are at the same time a source of
one of this country's reigning oli-
garchies? What does this imply for
American democracy? Is the prospec-
tive growth of mega-foundations like
the Gafes and other family foundations
governed by a handful of family
members a danger to our democratic
institutions? Can they be held account-
able without changes in their gover-
nance structures or by placing limits
on their size and the way they operate?
These are questions that Fleishman
and the nonprofit sector as a whole
have not addressed. It is time that they
do so.

Fleishman does offer a number of
recommendations to strengthen the
sector. Foremost is his strong pitch for
greater transparency and for self-
reform.

For him, fransparency and public
accountability are the key to the
growth, legitimacy, and future effective-
ness of philanthropy. But there is little
evidence that transparency by itself is
sufficient to bring about genuine
reforms. Foundations may divulge
much more information about their
operations, yet may not be willing to
modify their praciices. Openness and
transparency may be a precondition to
change: they are not the determining
factor. The desire and will to alter
behavior, public pressure, and political
action are the forces that bring about
change. This is the weakness in his
recipe for change.

Although advocating more effective
monitoring and policing of the sector,
either by existing regulatory agencies or
anew quasi-governmental national non-
profit, he fears new government intru-
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sion and regulations, asserting that self-
reform is the only blueprint for achiev-
ing public accountability and needed
changes, His plea for self-reform is
unlikely to produce much of a differ-
ence. Those of us who have been
working in and around the nonprofit
sector for as many as forty years have
rarely seen philanthropic self-reform
work. Il's an easy concept to promote,
particularly to organizations that don't
want any shake-up of their cozy world,
but it is extraordinarily difficult to
implement. An accountability system
that depends solely or primarily on self-
reform is doomed to failure,
Foundations do not want new regu-
lations that could eliminate the loop-
hole permitting illegal self-dealing; set
alow cap on trustee fees; limit the high
costs of travel, hotels, and other
expenses for foundation executives;
and curtail other inappropriate expen-
ditures. They are not about to change
these practices through self-reform.

Boards are
always a top issue
among NPQ
readers, so don't
miss the Summer
2007 issue of
NPQ on
governance,

Also included

in this issue will

be a special

supplement on
nonprofit risk

management.
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Only new federal and/or state regula-
tions can assure such changes.

The transparency and accountabil-
ity measures that Fleishiman promotes
are procedural in nature, not substan-
tive. The reason for his approach is that
he is satisfied with foundations as they
are. He sees no need for any transfor-
mation. Itis fine that they are governed
by an elite group of wealthy people and
highly paid establishment profession-
als, regardless of their impact on
democracy. There is no reason to
change foundation priorities, even
though the overwhelming majority of
funds go to establishment institutions
of higher education, health, the arts,
and culture and only a sliver goes to
low-income and poverty-related organ-
izations, community empowerment
groups, advocacy activities, rural enti-
ties, and watchdog institutions,

Fleishman’s world is a rarified
place of well intended institutions that
do a lot of good but don't get to the

heart of many of our societal problems
and dysfunctional systems. Its celebra-
tion of foundations downplays the
important role that nonprofits have
played in creating almost all the social
and institutional changes in our
history. It ignores the poverty, class
tensions, social and economic
inequities, political corruption, and
corporate excesses that shake the
pillars of our democracy.

No, his world is not yours or mine, so
far removed from our fundamental con-
cerns and needs, so irrelevant to much
of our civil society.

PapLo EISENBERG is a senior fellow at the
Georgetown Public Policy Institute, a regular
colummist for the Chronicle of Philanthropy,
and the author of Challenges to Nonprofits
and Foundations: The Couwrage to Change.

REPRINTS of this article may be ordered
from store.nonprofitquarterly.org, using
code 140114.
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ARNOVA Abstracts

ADVOCACY

Scott, W. Richard; Sarah Deschenes; Kathryn Hopkins, Anne
Newman & Milbrey McLaughlin (2006) Advocacy organiza-
tions and the field of youth services: Ongaing efforts ta
restructure a field, Nonprofit and Voluntary Sector Quarterly
35(4): 697714,

“This article examines how advoecacy organ-
izations bring about new conceptions of youth,
influence the organization of the field, and ulti-
mately change the way public policy addresses
youth's needs.”

CAPACITY

Rivenbark, William C. & Paul W, Menter (2006) Building
resiilts-based management capacity in nonprofit organiza-
tions: The role of local government, Public Performance and
Management Review 29(3): 255-266.

“This article presents a cage study on how
local government can assist nonprofit organi-
zalions with building performance capacity for
results-based management in the context of
mutual accountability. . . . [L]ocal government
can expand the performance capacity in non-
profit organizations with an investment of
resources in training and technical assistance
and that nonprofits are receptive to results-
based management.”

(OMMUNITY DEVELOPMENT

Laverack, Glenn (2006) Evaluating community capacity:
visual representation and interpretation, Community Devel-
opment Journal 41(3): 266-276.

“The purpose of this paper is to provide an
interpretation of programme experiences in
the visual representation of strategies used to
build community capacity. . . . What is new
about this paper is that it provides a discussion
about the interpretation of community capac-
ity and in particular the use of the spider web
configuration (so called because of the shape
it resembles).”

EDUCATION & CASE STUDIES

Filipovitch, Anthony (2006) Organizational transformation
of a community-based clinic, Nenprofit Management and
Leadership 17(1): 103-115.

In this case “the need for supportive services
grew much faster than caseload.” This case
demonstrates needs “to develop productivity
benehmarks that are specific Lo the group
being served,” and “for flexibility to go ‘off plan’
to accomplish a larger goal.” It shows "how ‘big
money’ and rapid growth can threaten the sus-
tainability of an organization.”
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GIVING & PHILANTHROPY
Backer, Thomas E. (2006) Nurturing High-impact Philan-
thropists: Learning Groups for Donars and Small Faundations,
Encino,CA: Human Interaction Research Institute, 16 pp.
Available at http:/fwww.humaninteract.org/images/
caseynurturing-doc, pdf

This study “looked at philanthropy learning
groups in both Southern and Northern Califor-
nia." [t contains “two ease studies and six good
practices for ereating and operating these
groups.”

Malani, Anup & Eric A. Posner (2006) The Case for For-Profit
Charities, John M. Ohlin Law & Economics Working Paper
No. 304. Chicago: The Law School at the University of
Chicago, 26 pp. Available at http://www.law.uchicago.edu/
Lawecon/index.html.

The author argue that conditioning tax bene-
fits on the nonprofit form constitutes discrimina-
tory tax treatment. They write, “the charitable
activities of many cormmercial firms suggest that
in the absence of discriminatory tax treatment
for-profit charities would flonrish."

LAW
Boden, Martha A. (2006) Compassion Inaction; Why President
Bush’ faith-based initiatives violate the Establishment Clause,
Seattle University Law Review (29 Seattle Univ, L. £.991).
The author argues that “it is clear the Initia-
tives fail to safeguard individual recipients
against religious coercion . . . [and] the Initia-
tives effectively force the federal government to
supervise the administration of pervasively
sectarian organizations.”

MANAGEMENT & GOVERNANCE

Inglis, Sue & Shirley Cleave (2006) A scale to assess board
member motivations in nonprofit organizations, Nonprofit
Management and Leadership 17(1): 83-101.

“The results of the current study support a
framework consisting of six components:
enhancement of self-worth, learning through
community, helping the community, developing
inclividual relationships, unique contributions to
the hoard, and self-healing.” The survey instru-
ment was based on prior research and validated
by a panel of experts and respondents,

Kissane, Rebecca Joyce (2006} Responsible but Uninformed?
Nonprofit executive and program directors' knowledge of
welfare reform, Social Service Review BO(2): 322345,
The paper’s findings suggest that “the major-
ity of the respondenis do not have a compre-
hensive nnderstanding of the welfare rules.
Analyses further suggest that levels of knowl-
edge vary by organizational characteristics

(e.g., agency size, main service domain, and
type of clientele served) and the directors’
views of welfare reform.”

MARKETING

Lang, Mary M. & Larry Chiagouris (20086) The role of credi-
bility in shaping attitudes towards nonprofit websites,
International Journal of Nonprofit and Voluntary Sector Mar-
keting 11(3); 239249,

A convenience sample of 238 adults in a major
metropolitan area who were first time visitors
to at least one of two websites responded to a
self-administered survey, then navigated
through the two websites, were interviewed
face-to-face and took a second self-administered
survey. The authors confirmed the reliabilily of
a six-item Attitude-Towards-Site scale and cor-
related this metrie with 17 credibility variables
for the two organizations.

SOCIAL ENTERPRISE & SOCIAL
ENTREPRENEURSHIP
Coaney, Kate (2006) Theinstitutional and technical structur-
ing of nonprofit ventures: Case study of a LS. hybrid organ-
ization caught between two fields, Voluntas 17(2): 143-161.
“[EJmploying key concepts from neo-institu-
tional theory, the author proposes framing non-
profit-business hybrids as organizations
positioned in two different organizational fields
- each necessitating different internal organi-
zational technologies — to elucidate the struc-
tural tensions that can emerge inside the
Twbrid models.”

THEORY
Broaks, Arthur C. (2006) Efficient nonprofits? Policy Studies
Journal 34(3):303-312.

The author argues that “average return-on-
investment measures are inadequate for non-
profit organizations, and that nonprofits should
seek instead to measure marginal returns to
investments in nonprogram areas, such as
administration and fundraising.” He illustrates
his point with data from a national sample of
approximately two hundred fifty thousand non-
profits from 2002,

ARNOVA is the leading U.S.-based national
association—with international members as
well—of scholars and practitioners who
share interests in generating deeper and
tuller knowledge about the nonprofit sector
and civil sociely. This ongoing work of
inquiry, conversation, and practical improve-
ment is carried on through its network of over
1000 members, its journal (Nonprofii and
Voluntary Seclor Quarterly), and its annual
conference. See www.arnova,org.

Association for Research
on Nenprofit Organizations
and Voluniary Action
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Dark and Light Matters in the
Nonprofit Universe

by Jon Pratt

The United States nonprofit sector con-
tinues to grow, now reaching 1.4 million
organizations with $2.9 trillion in
assets, but what is happening inside
these giant aggregations? One large
slice of this number, the 500,000 “non-
filers"—the dark matter of the nonprofit
universe, organizations with less than
$25,000 in revenues that have not been
required to file Form 990 with the TRS—
are subject to a new requirement of
annual electronic filing, and are likely
to shrink dramatically by 2010. For the
rest of the nonprofit sector, revenues
from charitable contributions and gov-
ernment funding are expected to
increase, particularly among the largest
organizations.

Organizational Slack (or Goldi-
locks and the Three Budgets)

by Woods Bowiman

How does “slack” impact a nonprofit's
ability to do its work? As Goldilocks
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The Take-Away

by the editors

might have discovered, those cold
organizations with too little slack live
hand to mouth and are unable to pursue
the opportunities in front of them or
weather the storms. Those hot organi-
zations with too much tend to lose their
dynamism to inflated salaries and
expenses. Organizations that are
neither too hot nor too cold keep suffi-
cient resources Lo pursue opportunities
and weather changes while staying lean
and responsive.

Transactional Analysis, Nonprofit
Style: An Interview with Richard
Brewster

Managers need to think in more
nuanced ways about the transaetion
costs associated with their funding
sources, Developing quality sources of
funding that offer both external and
internal diversity are key.

In Search of Sustainable Funding:
Is Diversity of Sources Really the
Answer?

by William Foster, Ben Dixon, and
Matt Hochstetler

How do nonprofit organizations go
about setting fundraising strategy?
Many, it seems, adopt largely unproven
mandates or common wisdom such as
“diversify.” Noting the relative dearth of
detailed pattern-level information on
nonprofit funding, the authors set out to
provide guideposts based on some

initial research into two sub-sectors. A
sample of organizations engaged in
youth services and environmental
advocacy suggests that nonprofits may
follow a pattern with respect to the
number and nature of funding sources
as they grow in size. For more detail
and possible implications of this “U-
shaped curve,” read on.

I Evunsaile Reddevelogines
Manprafits Should Not Gl Stuek
it the Bleack,

In Economic Redevelopment,
Nonprofits Should Not Get Stuck
in the Bleachers

by Judith Saidel

“Itis a radical proposition that there is
aplace for nonprofits in economic plan-
ning. . . . As nonprofits, we're entering
into new territory. We shouldn't be
afraid or hesitant about this,” says one
of the leaders of the New York's Non-
profit Executive Roundtable. This
article examines two instances in
which community or regional planning
processes factored in the economic
power of the nonprofit sector as part of
the overall regional economic plan.
Nonprofits are learning that the stakes
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in economic growth for comimnunity
wellbeing are enormous for all commy.
nity members, the opportunities for cre.
ative thinking are infinite, and nonprofit
leaders must step up to collaborative
leadership at these critical moments iy,
regional economic history.

“How Do Employers Weigh a Can-
didate’s Nonprofit Management
Degree When Hiring?”

by the editors

Nonprofit management education ig a
burgeoning field full of enthusiastic pro-
moters, parfticularly among those Instj-
tutions offering them and the students
who choose to pursue them, But, what
do those who hire in the nonprofit
sector think? NPQ conducted an infoy.
mal survey of its readers in which we
received a flood of responses, most of
which landed somewhere on a fairly
short continuum from “I don’t look at
that type of credential” to “It is (or may
be) a benefit on top of relevant
experience.”

Now You See It—Now You Don't:
Conflict of Interest Demands
More Than Just a Policy

by Mel Gill

NPQ readers couldn’t have been more
engaged in an issue when they
responded o our request for storieg
and questions about conflicts of inter
est. Nonprofil governance expert Mel
Gill sorts through readers’ quandarieg
and offers lenses for spotting ang
addressing conflicts large and small,
Many instances of possible conflict of
interest are not clear-cuf, rather pre-
senting themselves in shades of gray.
Gill offers four tests for spotting con-
flicts and guidance toward crafting
solutions,

Conflict of Interest: Mischief
Thou Art Afoot

by Rick Cohen

Some stories of nonprofit conflict of
interest seem almost Shakespearean
with casts of tragic heroes, stalwart
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truth-tellers, greedy villains, and occa-
sionally ineffectual sheriffs and consta-
bles. Contlict of interest has captured
the attention of the press and the
public, but these stories reveal that
what is or isn't confliet may be in the
eye of the beholder, NP(2's national cor-
respondent tracks some particularly
egregious examples of conflict of inter-
est and the difficulties they present in
for the organizations, law enforcement,
and for the broader nonprofit field.

Absent the Audit: How Small Non-
profits Can Demonstrate
Accountability Without One

by Jeanne Bell and Steve Zimmerman
Small organizations that are not
required to have audits often wonder
how they can prove they are financially
sound, well managed, and good stew-
ards of the resources entrusted to
them. Executives and board members
of community-based nonprofits are
often confused about when to begin
having their statements audited and
there is enormous diversity of opinion
on what this matter. Given this sce-
nario, how should those community-
based organizations that don’t get an
annual audit otherwise demonstrate
their fiscal responsibility? Authors Bell
and Zimmerman explain what an audit
does and does not do, and the critical
systems and reports that any organiza-
tion should have to demonstrate good
financial practice.

Online Volunteering Enters
Middle Age

by Jayne Cravens

So what's all the buzz about enline vol-
unteering? Isn't that a rather imper-
sponal and unrewarding way Lo
contribute to a cause or organization?
And surely, this must be something for
the young and tech savvy generation,
Jayne Cravens debunks much of what
we might assume about the nature and
potential benefits of volunteering via
the Internet. In the process, she illus-
trates the shared underlying success

factors for online and face-to-face vol-
unteering, as well as how the two can
build upon one another.

Preparing an Organization to
Sustain Capable Leadership

by Karen Gaskins Jones

How does an organization develop the
capacity to sustain viable leadership
over time? How does it become an
organization filled with leaders who
can effectively move an issue, program
or business agenda forward? Karen
Gaskins Jones asks readers to think
about suceession planning as more
than the coronation of a single leader.
The newer way to think and approach
succession planning is to cultivate
several leaders that can fulfill different
leadership roles. This “leader develop-
ment” practice is reinforced through
policy and an organizational culture
that supports the sustainability of
capable leaders within an organization.

Fleishman’s World—an Essay

by Pablo Eisenberg

Duke University's Joel Fleishman
describes his critique of foundations as
a “lover's quarrel,” a call for them to be
more self-critical, transparent, and
effective. According to Pablo Eisenberg,
The Foundation: A Great American
Secret; How Private Wealth is Chang-
inyg the World, is more Valentine than
spat, letting foundations off the hook
for what they fail to deliver to society.

Emotional Returns Sometimes

the Most Measurable

by Phil Anthrop

Phil Anthrop focuses his satiric gaze on
the tensions inside the Project for Pride
in Existence, a successiul Phoenix job
training organization. What is a smarter
communication strategy, documenting
outcomes or tugging at the heart? More
particularly, what should nonprofits do
when their funders are far more inter-
ested in vignettes than facts, but still
want to be respected in the morning for
their rigor about results?
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ACCOUNTING EVALUATION/RESEARCH FUNDRAISING SOFTWARE

Clifton Gunderson LLP

301 SW Adams, Suite 600, Peorla, L 61602-1528; 1-888-CPA-FIRM
wiww.cliftoncpa.com

The niation's 13th largest CPA and consuiting firm, Clifton Gundersen isa
leading provider of accounting and audit services, tax and financial
planning, technology consulling and management services for nonprofits.
Qur proactive advice and professional services are tailored to meet your
arganization’s needs. Count on Clifton Gunderson, and Count on Insight®.

CAREER OPPORTUNITIES

Talented Fund-Raising Professionals

(L5, aleading fund-ralsing consulting and management firm established
i 1947, seeks talented development professionals with
capital/endowment campaign, major gifts, and/or annual fund experience
ta join aur dynamic consulting team.

€5 provides full-time resident counsel on our international, national,
regional, and local community-based projects. Flexibility and willingness
1o relocate are a plus. Salary commensurate with experience.

Benefits of a career with [0S include;

« Performance-based career path designed for professional arowth
+ Diverse and rewarding opportunities in various nonprofit sectors

« Fxcellent relationships with leading nonprofits and philanthropists
« Dynamic internal training program

» Comprahensive resources available via corporate intranet

« Frequent internal networking opportunities

Email resume and safary history 1 careers@cesfundraising.com or fax ta
212-967-6451. €CSis an Equal Gpportunity Employer.

COPYWRITING

Seagull Writing

117 Dak Lane, Decatur, GA 30030; Phone: 404-377-9044
seaguilwritegtyahoo.com

www.seagullwriting.com

Seagull Wriling creates pessuasive and motivational copy to attract and
strengthen your refationship with donars, prospects, board and volunteers,
Drawing upon two decades of fund-raising, leadership and advocacy
experience, copywriter Mary Ann Siegel wiites custom-made fund-raising
appeals, direct mail, case statements, traning materials, web content, and more.

EDUCATIONAL OPPORTUNITIES

Harvard Business School
Ewecutive Education

Soldiers Field, Boston, MA 02163
1-800-HBS-5577, ext. 4176

Ernail: executive_education@hbsedu
www.zxed hbs.edu

Harvard Business School Executive Fdutation offers a full array of open-
enroflment and custom learning selutions. Each development opportunity
is graunded in field-based research and closeness to practice, providing
actionable learning for individuals that quickly translates into sustainable
results for companies.

Q Focus Group Resource

There’s no substitute for hearing directly
from the people you aim to serve.

503.287.0693
www.FocusGroupResource.com

FUND ACCOUNTING

Sage Software Nonprofit Solutions
12301 Research Boulevard, Austin, TH 78759

BO0-811-0561 * www.sagenonprofit.com

With 40,000 nenprofit customers and the largest range of award-winning
fundraising and fund accounting software oplions, Sage Software s the
vendor of chofce for nonprofits of all sizes. Qur global strength gives you
unrivaled cholce, quality, and service - providing innovative, flexible, and
easy-ta-use solutions designed with your needs in mind.

FUNDRAISING SOFTWARE

Blackbaud, Inc.

2000 Daniel Island Drive, Charleston, SC 29492
200-443-9447

solutions@blackbaud.com o www.blackbaud.com

Blackbaud is the leading global provider of software and related services
designed specifically for nanprafit organizations. Mare than 15,000
organizations use Blackbaud products and consulting services for
fundraising, financial management, business intelligence, Web site
management, school administration, and ticketing. Blackbaud's solutions
include The Raiser's Edge”, The Financial Edge™, The Education
Edge™, The Patron Edge®, Blackbaud® NetCommunity™, The
Information Edge™, The Researcher’s Edge™, WealthPoint™, and
ProspectPaint™, as well a5 a wide range of consulting and educational
servicas. Founded In 1981, Blackbaud is headguartersd in Charleston,
South Caroling, and has operations in Toronto, Ontario; Glasgow, Scetland;
and Sydney, Australia. For more informathon, visit www.blackbaud. com.

(ascade Data Solutions - Donation Director

PO Box 2677, Albany, OR 97321

800) 280-2090

sales@donationdirector.com » www. DonationDirector.cominpg

Donation Director is fundraising and donor management software
designed for small to medium sized nonprafits. Osganize your donor
relationships in plain English without the use of hard to remember codes
and confusing layers of inrelevant features. Track appeals, events, donors,
staff, and velunteers. Manage pledges, donations, and all donor
correspondence. Denation Direcior provides detaled reporting on appeal
and solicitatien performance. Call ar visit our website o schedule a live
online demonstration today!

HKintera, Inc.

9605 Scranton Rd Ste 200, San Diego, CA 92130
858-795-3000

infog@kintera.com

Foster a powerful sense of community, fuel growth and promate your
organization's mission with Kintera's innovative “software as a service”
technology. Kintera’s products include solutions for constituent
relationship management, web content management, fundraising,
eMarketing, accounting and much more. For more information abaut
Kintera's software and services, visit www.kintera.com/fca.

FUNDRAISING SOFTWARE

DonorPerfect Fundraising Software
541 Pennsylvania Avenue , Fort Washington, PA 19034
B00-220-8111 ~ info@danorperfect.com - www.donorperfect.com/d§

Nothing is more critical to the success of your mission than growing
relationships with donors, velunteers, faundations and other constituents.
For over twenty years, DonarPerfect has provided thousands of nanprofits
the saftware tools they need to achieve their fundralsing geals.

Sage Software Nonprofit Solutions
12301 Research Boulevard, Austin, TX 78759
B00-811-0961 * www.sagenanprofit.com

With 40,000 nonprofit customers and the largest range of award-winning
fundraising and fund accounting software options, Sage Software is the
vendor of choice for nonprofits of all sizes. Dur global strength gives you
unrivaled choice, quality, and service - providing innovative, flexibie, and
easy-to-use solutions designed with your needs in mind.

INSURANCE SERVICES

Charity First Insurance Services, Inc.

One Market, Spear Tower, Suite 200, San Francisco, CA$4105
800-352-2767 ext. 8554 Marketing
Hatie_Kingacharityfirst.com

www.charityfirst.com

Since 1984 we've put your nonprofit first. A nationwide company
dedicated to insuring your nonprofit organization, Coverage’s include:
Package, Sexual Abuse, Professional, Workers' Compensation, DEQVEPLI,
hecident and others, Operations include: Arts, Civic & Soctal Clubs,
Community Drganizations, Social Service Grganizations, Residential
Pragrams, Schools, Educational and Training Organizations and many more.

How can you reach thousands of nonprofit leaders and decision makers inexpensively?

Place a classified ad in the Nonprofit Quarterly.

One year (4 issues) costs only $400. Please call (617) 227-4624 and ask for the advertising divector.
This is an effective and inexpensive way to expand youwr reputation among leaders of the nonprofit conumunity.
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and architectural drawings of the new
Bennet Pride in Existence Center.

“Really, this is kind of a pointless dis-
agreement about what you wish other
people would do with their money,” said
King. “Ultimately, some organizations
will receive donations and others won't,
and the ones that do get funded will be
those that have figured out how to
demonstrate the biggest bang for the
buck in the right way.”

“Yes, isn't that the question here?”
asked Benegas. “The numbers tell us
which programs work, and it’s our
moral responsibility to act accord-
ingly.”

“Lupe, you really may not be cut out
for this,” answered Bennet. “Yes, the
participant data are important, and we
always include some of your informa-
tion, so your time has not been wasted.”

1 was beginning fo understand the
issue. Benegas opposed creating the
new program to recruit 40- to 60-year-
old corporate mid-levels to run non-
profit organizations (the “Bravo
Careers” program), an infectiously
attractive idea to major donors and
national foundations—including Mr,
Bennet's network of business leaders.
Benegas felt that PPE should devote its
efforts to the existing youth employ-
ment program, since it had had proven
success and community benefit. To
Benegas the Bravo Careers venture had
none, despite its rich ability to attract
funds.

“We have to go where the momen-
tum is, you know that,” King explained.
“Our funders want us to be change
agents, and this is how they want us to
do it. Qutside people have plenty of
influence and good ideas. What do you
think was more important when the
state tripled our job training contract,
program numbers or having the Gover-
nor bring the Commissioner of Jobs and
Training to PPE for a tour?” he chal-
lenged.

“No one is telling you to lie, Ms.
Benegas. It's a matter of emphasis,”
said. Bennet.
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I tried to stay neutral and support-
ive, but I'm afraid [ cost Benegas her job
when T raised the matter of an unusual
footnote, 15b, I remembered reading
this unusual foothote somewhere in the
progress reports Lupe wrote to the
Results Foundation, “Lupe, I definitely
think you have been successful in
making this case to PPE’s funders; the
Results Foundation specifically cites
your 15b outcome calculator in their
annual report.”

Benegas took a deep breath, “Do you
really want to know what that’s about,
Mr. Anthrop? Then I'll tell you.”

“Lupe, I think this has gone far
enough,” spoke up Joe King in a much
louder voice. “Why don't you take a
brealg?”

“Oh no, we've started this, we might
as well get everything out in the open,”
Benegas responded, looking flushed,
but determined to tell a long story
about exposing untruths. “They want to
be seen as scientific investors, but this
funding is just shopping cart philan-
thropy: they want to buy some of these
and some of those without really learn-
ing anything. The guidelines? The
outcome measures? Fake, fake, fake.”

Over the next half hour Lupe
Benagas confessed her frustrations
about developing reams of statistics
that she felt were never seriously exam-
ined. After five years of this she had
begun inserting test phrases into grant
reports, including 15h.

Footnote 16b, Benagas confessed,
was described in early reports as an
automated adjuster for average partici-
pating PPE job trainee’s income, adding
a share of that year’s lottery winnings
assuming all low-wage workers bought
lottery tickets, effectively adding a
1/1,000,000th percentage point to their
annual income.

There was silence in the room when
she finished, and King quietly said
“Lupe, you know I love you, and some
day we may look back on this and laugh,
but you had best clean out your things
and move on.”

I was assigned to smooth the
waters with the Results Foundation, a
task which [ failed miserably. When [
met with their board chair (and major
client of Consolidated Mammon),
Sarah Wingate, I thought we might
have a quick chuckle and move on,
agreeing to keep it quiet. In a rare
verbal misstep for me, 1 said, “Sarah, in
a way this will actually turn out to be
quite helpful to the Results Founda-
tion, since you've gained a new appre-
ciation of how the foundation has been
lax in reading reports and tracking
grantees.”

Not only were Wingate and the foun-
dation deeply offended by the sub-
terfuge, Wingate announced that the
Association of Large Foundations was
that same day making public the news
that the Results Foundation was receiv-
ing its Golden Millionaire award for
published annual reports. The press
release lauded the foundation's trans-
parency in reporting its complex evalu-
ation criteria—specifically citing the
15b outcome calculator.

Thad to call King to tell him that the
Results Foundation wanted all their
grants from the last nine years back, to
be routed through the Scottsdale Com-
munity Foundation. And, ves, I'd be
sending in my resignation letter to the
board that afternoon.

Three years later we've all moved
on. I'm back to consulting. Lupe is now
at the Arizona Department of Jobs and
Training, investigating the Governor’s
tax-break job creation claims. PPE
launched its “Bravo Careers” program
to remarkable fanfare and discreetly
un-quantified results—a winning
fundraising formula. And trans-
parency in evaluation criteria? Mum’s
the word.

PHIL ANTHROP is a consultant to founda-
tions in G-8 countries.

Reprints of this article may be ordered from
store.nonprofitquarterly.org, using code

140115.
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HAD NO IDEA WHEN | JOINED THE
PPE board that an epic battle had
been raging for years.
The Project for Pride in Exis-
tence was the most highly
acclaimed job training organization in
Phoenix, so 1 was thrilled to join the
board shortly after I relocated to
Arizona to head up Consolidated
Mammon's Charitable Gift Fund. They
wanted me on the development com-
mittee, and I was happy (o help.

PPE (as everyone calls it in Phoenix)
is one of those organizations that the
community just knew was excellent,
and it seemed to be everywhere—with
corporate sponsors, an appropriately
pitched, glitzy-but-gritty annual
fundraiser, state and county contracts,
and a growing portfolio of local and
national foundation grants and major
donors.

What could go wrong in an organiza-
tion lauded for moving long-term under-
employed men into $17/hour jobs with
benefits? [ was headed for my Jeep after
the PPE board orientation lunch at the
Ritz-Carlton when Lupe Benegas caught
up with me.

“Isaw you agreed to be on the Devel-
opment Committee. I think you should
know what's actually going on,” said
PPE’s young Deputy Advancement
Director. Just then Joe King, PPE’s long-
time President (a former priest and a
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by Phil Anthrop

comrnunity institution in his own right)
came up to thank me for joining the
board and ask about a mutual acquain-
tance, so Lupe Banegas shook my hand,
gave me a knowing look, and left.

This small interaction was a tip-off—
but not about the nature of the issue.
That was made painfully clear two
weeks later at my first Development
Committee meeting, in a screaming
match over fundraising strategy
between Banegas, Joe King, and Dor-
rance Bennet, chair of the commitiee,
one of the wealthiest people in Phoenix,
and a self-described “business realist.”

As ] listened to the argument in the
PPE President's office, memories of
grad school battles between the
“quants” and the “pols” filled my head.

The Quantitative side was taken by
Benegas. “This is not a rational process!
The entire field of philanthropy has
spent years discussing outcome meas-
ures, but the truth is they get superficial
attention. What the hell is going on
here?" Benegas wanted PPE to base its
public communications and foundation
proposals on the organization's care-
fully documented outcome measures,
not on PPE’s fraditional anecdotes and
emotional tugs.

It was refreshing, and actually a little
bewildering, to see “business realist”
Bennet take the opposite tack:

“Foundations and corporations will

. . Emotional Returns Sometimes
& the Most Measurable

never base their decisions on a numeri-
cal equivalent of college entrance calcu-
lations—a simplistic two-axis grid of
GPA and SAT scores. This is why engi-
neers tend to be poor fundraisers: they
expect a result based on reason alone!
These are humans, for God’s sake! With
emotions! You have to engage them!

“Do you think $10-million donors
considering Yale and Stanford would
make this decision based on graduation
rates and GPAs?” continued Bennet,
“No, they made their pile, and now
they're going to enjoy it.”

Joe King didn't call himself a
“charity realist,” but he just as well
could have. “Lupe, I know you have a
master's degree that was all about
measuring results, but what's going on
here is different. Ultimately, it’s about
creating an emotional return on invest-
ment,” King said. “What is of greatest
consequence is how the contributor
feels after a donation—and this is true
of mega-donors and large foundations
as well as for $5 donors.”

I could see that Bennet and King
were scoring no points with Benegas,
who had invested thousands of hours in
outcome measures with voluminous
documentation, only to be shoved aside
by compelling stories of heroic single
fathers, DVDs of tearful, employed men,

Continued on page 79
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Performance Management. Strategic Management! Board Governance. By itheir very nature, inon-
profit organizations face unique challenges in these critical areas. Forward-looking leaders know that to
deliver lasting social and economic value, they must plan ahead for future success. 'Harvard Business
School's Social Enterprise Initiative leverages the School's core strengths to promote leadership excellence
in nonprofit, private, and public-sector enterprises. These Executive Education courses share the common
goal of helping leaders respond to the growing importance of the nonprofit sector. and its ever-increasing
interrelationship with business,

Learn more at www.exed.hbs.edu




