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Recent decades have seen a significant transformation of the not-for-profit
(NFP) sector. This includes a rise in the number of organisations and people
employed, a shift from charities and philanthropic agencies to hybrid social
enterprise business models, competing stakeholder interests and increasing
expectations regarding accountability and transparency. The role of NFPs
has also become more complex—they not only serve the disadvantaged
and fulfil social needs but also actively advocate for and implement public
policies and promote social and economic inclusion.

This growth and complexity has brought with it a need for innovative
and entrepreneurial approaches to leadership that stems from an in-depth
understanding of the changing nonprofit landscape. Addressing this need,
Transformational Leadership and Not for Profits and Social Enterprises
will help readers navigate extant challenges by drawing on conceptual
literature, both theoretical and empirical and emphasising practical real
world experience through case studies and vignettes

The key aim of this book is to help existing and future NFP leaders
at all organisational levels to support their organisations and employees
and in turn clients and communities, through theoretical insights and
practical approaches by focusing on transformational leadership aspects for
contemporary Not for Profits.
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is key reading for researchers, academics and policy makers in the areas
of Non-profit Management, Leadership, Public Sector Management and
Charity Management as well as related disciplines such as Philanthropy and
Social Entrepreneurship.
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Foreword

Since the establishment of Australia’s first charity and first not for profit
entity in 1813 in Sydney, The Benevolent Society, the not for profit sector
has not only contributed to the economic, social and cultural aspects of our
nation, it has shaped the very social fabric of our society.

From the smallest community-based association to the largest of our
health, education and community service providers each has acted in the
pursuit of enhancing the wellbeing of Australians and the common good of
our society. This endeavour has reached beyond our national boundaries
through international development and engagement.

Today the NFP sector has grown to involving over one million employees,
over four million volunteers and generating an annual turnover of some
$100 billion. It reaches into every city, town and community. It delivers vital
services, advocates for just causes, galvanises local communities and action,
embraces voluntary endeavour, builds bridges between diverse parts of our
society and engages with the government and business sectors. It has the
capacity to value add each dollar of donation and tax benefit given to it and
to optimise each hour of work so generously volunteered.

Yet challenges remain. Some of those are long standing—for example,
how do good concepts and projects move to a sustainable footing and be
replicated in different areas and locations? This is a great challenge especially
for Indigenous-based projects that are often viewed favourably but disappear
too quickly or remain isolated and not replicated. Others are newer—for
example the challenges associated with competing in highly competitive mar-
kets and emerging new social enterprise business models. And the changing
nature, expectations and attitudes of government funders remain an ever-
present source of sector anxiety.

The importance, constraints and challenges of the NFP sector were thor-
oughly identified in the Productivity Commission’s Report on the Contri-
bution of the Not for Profit Sector in 2010. Its analysis of the sector and
emerging issues remains as relevant today as it did six years ago. In particu-
lar, it said:

“The NFP sector has different motivations and faces some different
constraints to the government and the business sectors. These must
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be understood by government and business to improve their engage-
ment with NFPs, while NFPs need to understand the limitations they
impose.

e NEFPs are established for a community-purpose. Nevertheless, the
members’ control over how the NFP goes about achieving this
purpose can also be very important and even a reason for the
existence of the NFP.

e Many NFPs add value to the community through how their ac-
tivities are undertaken. The way in which NFPs are organised,
engage people, make decisions, and go about delivering services
is often itself of value. Yet, such participatory and inclusive pro-
cesses can be time consuming and costly.

®  Many of the activities of the NFP sector would not be undertaken
by the for-profit or government sector. This could be because of
lack of financial return, activities inherently being high risk, (po-
litically as well as in terms of whether they will be effective), or
because government or business lack the trust or client relation-
ship to deliver the services effectively.

e NFP activities may generate benefits that go beyond the recipi-
ents of services and the direct impacts of their outcomes. For
example, involving families and the local community in the de-
livery of disability services can generate broader community ben-
efits (spill overs), such as greater understanding and acceptance
of all people with disabilities thereby enhancing social inclusion.
Smaller community-based bodies can play an especially impor-
tant role in generating community connections and strengthening
civil society.”

Of course, even since that Report market based approaches to the funding
and financing of service delivery including consumer focussed reforms in the
areas of disability, housing, aged care and other human service areas have
made the environment an even more complex one for leaders in the NFP
sector. Competition with for profits has grown. Yet the overall growth of
the sector and the consequential spill over effects of NFP endeavour, whilst
insufficiently measured or understood, continue to remain very important to
the wellbeing of our national community.

Importantly the Commission recognised the pivotal role and need for
sound leadership of the sector. The sector and our society need leaders of
integrity, vision and commitment. They deserve leaders who understand the
value, significance and contribution of not-for- profit endeavour. They need
leaders who respect and value the past contributions of the sector yet are
able to respond to emerging challenges and opportunities. They need lead-
ers who are able to comprehend the changing context and circumstances
of our times and adapt to their environment whilst being committed to the
mission, purpose and values of their organisations.
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Above all leaders of NFP organisations need to understand it is the unique
qualities, values and aspirations that drive NFP endeavour that is their
greatest strength and even their competitive advantage in this ever changing
and contested environment. Such qualities aid, not undermine, efficiency
and effectiveness in such organisations and give organisational clarity and
distinction in a contested environment. That is why the community sup-
ports generous NFP taxation benefits and public donations remain strong.
Of course there are similarities to any business operator of a hospital, child-
care centre or aged care facility. Yet there are differences and spill over ben-
efits that should be understood and valued. NFP boards and leaders need to
constantly acknowledge, value and promote those differences.

Whilst discussing service delivery the Productivity Commission alluded to
this in the following:

“This recognises that the community is best served when service deliv-
ery systems play to the relative strengths of each participant and maxi-
mise the potential for complementarities. The potential contribution
of the NFP sector to addressing disadvantage and promoting a more
inclusive society can be substantially eroded by attempts to turn these
organisations into pale imitations of either government or business.”

For the leaders of small, community based NFPs the challenges remain the
empowerment of local communities to come together for a common pur-
pose and to maintain the enthusiasm and commitment of their members
and volunteers. From sporting clubs to local aid societies the maintenance
of local participation remains a core goal and challenge. Participation is
key to their existence. Some are challenged by the need to meet and adapt
to increasing cultural and ethnic diversity in order to meet emerging local
needs. Some are trying to find their place in a highly competitive world and
an environment of increasing dominance by large players in service delivery
across the nation. All are challenged by creating safe places for children and
adults to carry out their activities.

For leaders of religions and faith based NFP organisations their challenges
are to be relevant to the world in which they operate yet remain true to their
foundational beliefs and values. As trust in all institutions, including religions,
has waned, religious leaders need to understand, reflect and discern new ways
and means to renew their mission and build the trust and confidence of their
adherents and the community at large. For many leaders, the need for new
governance and accountability regimes may cause conflict with past practices
and powerful interests and will require competent and thoughtful leadership
that can articulate well the necessity for and the benefits of a new way.

For the leaders of larger human service delivery agencies, the challenges
are many and varied including responding to new funding and financing
arrangements including consumer directed models, increased competitive
based market models, changing relationships with government and business
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and evolving community needs. Many leaders are now confronted with is-
sues such as mergers and acquisitions, lead agency arrangements, partner-
ing with businesses to achieve social purpose outcomes. Developing social
enterprise models, and responding to the changing aspirations of clients,
workers and the community at large. New innovative financing and funding
arrangements such as social bonds and social venture capital also pose new
issues as well as creating new opportunities. And a thorough understanding
of risk and its management has emerged as a much-needed skill in today’s
world. For some however the greatest risks are their own ambitions which
can see a ‘growth at all costs’ strategy emerge aided by an overly compliant
board.

Yet there are some fundamental principles that apply to effective lead-
ership in the NFP sector irrespective of scale or structure of individual
organisations.

No one leader is more important than the collective effort of his or her
workforce and stakeholders and no one leader has more wisdom, under-
standing or insight than the collective intellect and wisdom of those in-
volved in their organisation. NFP endeavour needs strong leaders who are
prepared to listen, engage and motivate people to achieve the great and
simple things that makes an organisation achieve its outcome. Leaders need
to demonstrate through their actions that they are people of integrity, ethics
and values that are in line with the values of their agency. Where such an
alignment does not exist, the organisation will fracture and ultimately fail
in its core objectives.

Leaders in the NFP sector need to fully embrace good governance and
promote and demonstrate transparency and accountability. The days of
the so called ‘private’ organisation has gone. NFPs are accountable to their
members, their clients, their funders and the community. Today the Austra-
lian Charities and Not for Profits Commission has demonstrated that good
governance, transparency and accountability ultimately aid NFP enterprises
and enhance the good standing of the sector as a whole. Good governance
is essential to the creation of an efficient, effective and outcomes focussed
organisation.

Leaders in the NFP sector need to be willing to educate themselves and
their key staff as to the changing context and societal circumstances and be
adaptive to those changes. Too many leaders are so preoccupied with day
to day management that they fail to read the changing signs and conditions.
Leaders lead through being aware of what is happening, examining options
and seizing opportunities. They also develop new skills when necessary. Re-
sponding to new market based environments will pose immense challenges
and will be dangerous places for the ill-informed, unaware or unskilled lead-
ers. It will be perilous for the arrogant or complacent leader alike.

In order to meet new conditions some leaders will consider mergers, ac-
quisitions and new joint ventures. Such considerations will require skilful
analysis not only of the commercial and market environments but a deep
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consideration of the issues of shared vision, values and the ethos of the vari-
ous parties. The latter issues, unless carefully managed and fully anticipated,
can ultimately undo the most attractive deals or arrangements and too often
leaders become blinded by the financial or other issues and fail to fully take
into account the fundamental underpinnings needed for such success in an
NFP environment.

Above all leaders must be absolutely faithful to the mission of their NFP
organisations. External challenges can place great pressures on organisa-
tions. This has been especially so as governments have played a much more
directive role determining how, where, by whom and for how much ser-
vices will be delivered. Notions of cooperation and collaboration have been
weakened. And mission drift is rife within the sector. Good leaders under-
stand the value of maintaining integrity in the mission of their organisation.
More importantly the community values organisations that know what
they stand for and live out that mission with consistency and courage. Dare
I say, so will clients and consumers. That is not to say that some organisa-
tions should not evaluate the relevance of their mission as community needs
change and a new or modified mission emerges. Certainly, new ways of de-
livering the mission will always need to be examined. But that is a conscious
process, with a full consideration of the pros and cons of such change or
adaptation. That is the opposite of mission drift where often that which is
most precious is unintentionally lost.

Finally, in relation to engagement with government there is the need for
better mutual understanding to improve new forms of engagement in the
future. In relation to government and NFP engagement, it is important that
governments have a good understanding of NFP agencies, their diversity,
individual missions, service mixes, resource constraints, histories and de-
gree of dependence on government funding. Similarly, it is important that
NFP agencies have a good understanding of the government’s objectives in
relation to the services they are being funded to provide, the policies and
programs of the relevant government agency and the public policy making
process more generally. NFP leaders need to explore and foster new forms
of engagement whilst advocating for the causes and values that they repre-
sent. Equally good leaders need to know when it is right to walk away, when
the best interests of the organisation or more importantly those it serves will
not be respected or benefitted.

Australia needs good leaders in its politics, businesses and civil society.
The not for profit sector needs to embrace good leadership. Leadership is
always contextual as to time, place and environment. It is contextual as to
the nature and culture of an organisation. Yet it is always responsive, adap-
tive and creative.

Above all it is leadership that is also true to the core ethos of the organisa-
tion, its mission and its values. Success is built on this commitment.
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Not for profit endeavour will continue to shape the very fabric of our
society. Good leadership will ensure that Australia has a sector of which it
can be justly proud, one that serves the common good.

Robert Fitzgerald AM
Inaugural Chair, Advisory Board (2012-2016)
Australian Charities and Not-for-Profits Commission



Preface

Throughout the world Not for Profit organisations have long played a vital
role in the communities they serve, and their numbers have proliferated in
response to constantly emerging social and economic issues. Their founders
have typically been mission-driven leaders with a compassion for the people
whom they seek to help, and these qualities have attracted a myriad of vol-
unteers to the vision and mission.

However, the contribution of both these organisations and their leaders
has tended to be passively accepted rather than celebrated and positively
recognised. This is changing as governments have become motivated by de-
sire or necessity to engage with them to deliver public policies in complex
social arenas. As well, many private sector organisations have now realised
the potential benefits which association with them can bring to the whole
community, and to the morale of their own workforce.

Indeed, official inquiries in the UK, Europe, North America, and Austral-
asia have in recent times revealed not just the social value of these bodies but
also their contribution to GDP, employment and productivity of the nation.

There is an extensive literature in this field that is somewhat confusing as
authors grapple with the array of nomenclature including Charities, Not for
Profits, NGOs, Civil Society, Social Enterprises, and Social Entrepreneurs.
Indeed there is a growing school of thought that would seek to change the
familiar label of “Not for Profit” to “Not for Dividend.” This would reflect
more accurately the features of the sector, and affirm that there is no issue in
making profits provided they are retained and directed to the fundamental
mission of the organisation.

It is clear from both the literature and the vast array of practical experi-
ence in the sector that the common and key feature required for success is
sound and inspiring leadership. Indeed, this book is based on the premise
that what is required is Transformational Leadership.

In the modern era, challenges for Not-for Profits are becoming more
intense, especially regarding sources of funding and other resources, and
general support. Both those who have depended on traditional donors and
those depending heavily on government funding have been forced to adopt
different strategies to achieve their mission and maintain their identity.
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Often this involves actually reinventing themselves whilst remaining true to
their original purpose. New approaches include partnerships with govern-
ments, for profit organisations and other Not-for-Profits; new fund raising
approaches, marketing initiatives and brand differentiation; and ways of
keeping all stakeholders motivated including through the use of new tech-
nology. All of this at a time of greater scrutiny of the sector through regu-
lation, taxation, transparency provisions, and demands for performance
based outcomes.

In short, many traditional Not-for-Profits/Charities are looking to be-
come Social Enterprises, and it is this journey which is the focus of this
book, addressing the various leadership challenges which are encountered
along the way.

Doing good works is now as much a profession as a calling.

We have become aware of these leadership challenges through extensive
research as well as our conduct of leadership courses for the sector which
have included a widely diverse range of Not-for-Profits. The contents of this
book are based on this experience. In particular, it has become very appar-
ent to us that there is a paucity of resource material for leadership courses of
this kind offered by educators, for training by the organisations themselves
and the sector as a whole, and those wanting to gain a greater understand-
ing of the sector. We hope this book will go some way to filling this gap and
be of material assistance to leaders whose organisations wish to embark on
this journey or are already well advanced.

The book is based on the recent path-breaking research by Malhotra (the
basis of Chapter 2) on the challenges that face leaders on the journey, as
revealed in her longitudinal study of the literature and a number of cases
studies. There are then a number of conceptual chapters on leadership itself
and its many dimensions relevant to Not-for-Profit organisations. These are
followed by chapters from experts that address the many specific challenges
that have been identified. All of the authors have extensive experience in
relevant research and engagement with the sector.

To enhance its usefulness for training and professional development
courses, the book is structured in three parts: “The Leadership Journey,”
“Shaping the Journey,” and “New Journeys, New Horizons.” The first part
is conceptual, the second is practical and relates to the current day chal-
lenges, and the final third part addresses the leadership challenges of the fu-
ture. The book also features a number of vignettes (‘Leadership in Practice’)
and case studies (‘Stories from the Field’) to showcase a sample of Not-for-
Profit organisations who have successfully transformed, even re-invented
themselves as social enterprises, to address the challenges which are emerg-
ing. These cases provide candid and valuable insights into the leadership
challenges facing the Not-for-Profit sector today.

Many of these case studies include examples of leaders who are embrac-
ing new technologies and digital strategies to engage with current and fu-
ture stakeholders and funders, motivate employees and volunteers, achieve
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brand recognition, and link those who have with those who need. The ex-
perience spans a wide range of fields including focuses that are faith based,
indigenous health, animal welfare, humanitarian goals, the needs of the old
and young, health, education, housing, emergencies and natural disasters.
Many of the organisations featured are employing modalities and language
that appeals to younger generations and their aspiration to be involved and
contribute to society.

The book canvasses international experience as well as a particular focus
on Australia. It is designed to be a practical resource rather than merely a
theoretical one, and is squarely focussed on Transformational Leadership
which we believe is the approach required to address the identified chal-
lenges that are facing Not-for-Profit leaders, and will continue to do so, in
this ever-important sector of all societies.

Emeritus Professor Kenneth Wiltshire
(University of Queensland),

Dr Aastha Malhotra

(University of Southern Queensland)
Dr Micheal Axelsen

(University of Queensland)
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1 Leadership Concepts and
Approaches

Kenneth Wiltshire

Introduction

Sound leadership is often the most crucial factor in the survival, success, and
advancement of any organisation, community, or nation. This has been true
from ancient times to the present day. However, the notion and type of lead-
ership required are not a constant, and usually depend on the contemporary
circumstances. The very nature of leadership itself has also been progres-
sively subjected to wide ranging analysis thereby enhancing our understand-
ing of the dynamics involved.

This chapter is not meant to be a comprehensive or definitive coverage of
all leadership literature. It is merely intended as a snapshot of the changing
nature of the concepts and theories of leadership and their evolution, attest-
ing to the fact that there is no single definition of leadership, although there
would be many who would say that they can recognise leadership when
they see it.

The history of the evolution of leadership theories and concepts has been
well documented.! The earliest focus was on personal traits of leaders; such
factors as lineage, physical aspects such as height, strength, voice, presence,
and appearance; and qualities such as courage, determination, resourceful-
ness, and even a messianic vocation and sense of destiny. The basic assump-
tion was that there were such people as ‘born leaders’. The image of the
leader was the person out in front, clearly on a personal mission, controlling
and accruing all power to themselves, taking all the decisions and issuing
all the commands. Sometimes they have one or a few trusted advisers but
they take all the responsibility for strategies and tactics, including alliances,
leading to the final result.

Notions of what constitute leadership traits has been a moveable feast.
To illustrate this a new light on traits was provided by Stogdill in a 1948
analysis of 124 studies of leadership traits which had been conducted be-
tween 1904 and 1947.2 The majority of these studies showed that leaders
tended to be intelligent, more dependable or responsible, and more active in
social situations. The old supposed traits especially those related to physi-
cal characteristics had little relation to leadership. Stogdill’s conclusion was
that leaders had a strong capacity for organising and generating cooperative
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behaviour and this involved intelligence, alertness to the needs of others and
insight into situations, reinforced by habits such as responsibility, initiative,
persistence and self-confidence.

His work continued with a later 1974 analysis of 163 studies which sug-
gested that leaders are characterised by: a strong drive for responsibility and
task completion, considerable vigour and persistence in pursuit of goals,
creativity and originality in problem solving, initiative in social situations,
self-confidence and a strong sense of personal identity, willingness to accept
consequences of their decisions and actions, a capacity for absorbing stress,
willingness to tolerate frustration and delay, ability to influence the behav-
iours of others, and a capacity to organise groups to achieve the purpose at
hand.3

In both studies he was quick to point out that the mere possession of these
traits was not enough to ensure effective leadership—the actual behaviour
and style of the crucial was crucial.

There then emerged a perspective that personal traits alone were not
enough. The contingency in which leadership was required and displayed
was also a key factor. The contingency might, for example, be war, crisis,
rehabilitation, growth, competition, or sustainability. This gave rise to the
modern expression, well known in the corporate and military worlds, that
there are “certain leaders for certain times or situations”. The approach
became known as situational leadership.

Leaders and Followers

For a long period the leader himself or herself remained the focus of atten-
tion in leadership literature and studies. Then a paradigm shift occurred
when it was realised that a key way to understand the concept of leadership
was to study the leader-follower relationship. If it were possible to ascertain
why people were prepared to follow a particular leader the notion of leader-
ship would become clearer and easier to identify. In combination with previ-
ous concepts this school of thought spawned a range of other explanations
of the nature of leadership.

The idea of transactional leadership arose in this context. This was
the thought that leaders could enter some kind of bargaining or nego-
tiating process to convince people to follow them. Some attempt was
made to identify levers of power and influence by which this might be
achieved. However, this was a short-lived leadership concept, as might
be expected.

Charismatic theory was another, often-wobbly strand of thought which
sought to give an explanation for followers’ behaviour. ‘Charisma’, a word
derived from Greek roots meaning spiritual or metaphysical power or en-
ergy, was an additional element added to the traits of leaders who attracted
a large following. This thinking harked back to Weber’s categorisations
of authority—traditional authority (where some people possess authority
because those in their position or community have always possessed it);
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rational authority (where society calculates and determines that this person
needs to have such authority); and charismatic authority (based on the mys-
tical influence which some person has over others).* Of course, charismatic
leadership can be exploited with evil as well as good intent, leading to dire
consequences, as in the case of Hitler and many dictators past and present.

Role Models

Yet another popular approach to understanding the leader-follower rela-
tionship has been role modelling. Successful and well-respected leaders
have been scrutinised to determine just what qualities they possessed. For
example, a scan of hundreds of leadership texts has revealed that the people
throughout history most often cited as inspirational leaders include:

Joan of Arc
Winston Churchill
Mother Teresa
Martin Luther King
Mahatma Gandhi
John F Kennedy
Aung San Suu Kyi
Nelson Mandela

In the particular fields of business, adventuring, and sport many role
models have also been cited predominantly of leaders who triumphed
through adversity, turning around the declining fortunes of companies
or teams, or who achieved long running stellar results, for example
CEO of General Electric Jack Welch, and Antarctic Explorer Ernest
Shackleton.*

Interestingly it has also been observed that many, if not most, role models
do often have a flaw, sometimes a fatal flaw, which is usually not known by
their contemporaries, or if known is overlooked in the light of their achieve-
ments for the nation, community, or project. The most often cited cases
refer to drinking, gambling, health disorders, or aspects of morality. Appar-
ently, leaders do not necessarily have to be perfect in every aspect of their
personal lives even though this is considered desirable.

At any event the full scope of leader-follower perspectives reveals a long
distance from the notion underpinning trait theory—that people would fol-
low a born leader in blind faith. Now key factors which figured in any
explanation of the leader-follower dynamic included vision, trust, values,
integrity, inspiration, sense of direction, clear communication, and a team
approach.

* For an interesting and forensic analysis of Shackleton’s leadership, see Margot Morrell and
Stephanie Capparell’s, Shackleton’s Way: Leadership Lessons from the Great Antarctic
Explorer (New York: Hachette, 2011).
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Organisational Leadership

Much of the leadership literature previously mentioned has been based on
general and random observations of leadership behaviour. However, there
is now also a body of work which purports to be based on close empiri-
cal studies of the behaviour of successful leaders and which often leads to
prescriptions or formulae which authors say can be replicated. Bookshops
at airports and train stations abound in these tomes—the 10 key factors of
leadership, the seven ways to success, the 12 thoughts of pathfinders etc. etc.
A fair proportion of this is pulp fiction but there are some works which are
based on well cited examples of actions and behaviour. Most of it is written
in the context of organisational leadership and it pops up usually in the sec-
tion of the shelving labelled ‘Management’.

Indeed, this gives rise to one of the key debates in the literature, and one
which is of considerable significance to Not-for-Profits and Social Enter-
prises viz. “Is there a difference between leadership and management?”

Leadership or Management

Basically there are three points of view to be found: (a) that the two con-
cepts, leadership and management, are completely different; (b) that they
are the same; and (c), as is so often the case in academic deliberations, a
hybrid approach which says that aspects of leadership can be found in man-
agement and that leadership requires elements of good management.

In the real world, this dilemma is also often to be found. Visit a school
and ask for the leader, (i.e. the school Principal), and you will be directed
to a block labelled ‘Administration’. Audiences sitting in an orchestral con-
cert could be forgiven for thinking that the conductor is the leader of the
orchestra given that conductors are always out in front waving their baton
and taking bows, but the real leader of an orchestra is the first violin player.
And just who is the leader of a sporting team? Some would say the captain is
the leader but captains do not choose players for the team, nor rotate them
during the match, nor decide their remuneration, nor determine the strategy
for the match, nor take the full credit or blame for the result. Indeed, the
coach and often the CEO of the club make these key decisions which in the
corporate world would fall to the front person of the business i.e. the cap-
tain. Even on the field where captains do have a near monopoly on immedi-
ate tactics, the modern practice in many sports is for the captain to have a
leadership team of three or four players who jointly decide such matters.

Those who say that leadership and management are different are often es-
pousing the thoughts contained in the literal definition of each concept. The
word ‘leadership’ is derived from a Greek word which, roughly translated,
relates to the path of a ship at sea. Hence leadership has strong overtones
of dynamic motion including long term vision, a goal or destination, a pas-
sage to that destination, and strategies and tactics to keep to that pathway
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or change course when required: in essence they have an overview of the
progress of the mission and also of the team below on the decks.

‘Management’, on the other hand, derives from a Latin word which re-
lates to ‘the hand’. Thus, the word gives rise to images of control, command,
direction, monitoring, oversight, performance measurement, all mainly ori-
ented to short to medium considerations: in essence a ‘hands-on’, active
rather than reflective posture.

One of the strongest advocates of a clear distinction between leadership
and management, John Kotter, claims that leaders focus on change by set-
ting direction and vision, aligning people to that vision, and motivating peo-
ple to achieve the vision. In contrast managers plan and budget to produce
results. They organise staff, and structure jobs and reporting relationships
to implement plans; and they control, problem solve, and correct deviations
from the plan. So, it is a leadership task to develop a shared plan, and a
management task to coordinate its implementation.’

By contrast, one of the key proponents of the hybrid approach, Yukl, says
that in influencing task objectives and strategies, commitment and compli-
ance in task behaviour to achieve these objectives, group maintenance and
identification, and in influencing the culture of the organisation the terms
manager and leader can be used interchangeably.®

Interestingly whereas some people used to follow the Kotter line and
argue that the Board should provide the leadership and the CEO the man-
agement, today leadership is considered a shared responsibility.

Whatever your view may be in this debate, we live in an era where many
leaders of organisations are concerned that they are being swamped too
much by demands that they focus on management issues thereby reducing
their capacity and time to focus on their true leadership responsibilities.
This can be seen best in organisations situated in a professional context
such as Heads of Hospitals who regard themselves as medical leaders, or
School Principals who used to be regarded as Curriculum leaders. However,
their job descriptions and performance measures are often struck in purely
management terms, including micro-management requirements. (Govern-
ment employers are the worst in this respect.) Some of this burden, but
not all, can be mitigated by delegating management to deputies or buying
in expertise: after all it is far easier to buy in management than leader-
ship. This issue is also plaguing Not-for-Profit Organisations where Board
membership may not have a full range of skills, or may be focussed solely
on short term factors. Government regulations may impose all manner of
management responsibility on the leader. It is becoming clear that CEOs of
most organisations are being considered predominantly as managers and
not given enough space or encouragement to practice and enhance their
leadership capacity.

By the same token, within the public sector itself, those who head gov-
ernment organisations are nowadays also required to have skills in the
arena of public policy leadership. This has been described as the act of
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stimulating the formulation and implementation of public policy among
multiple, diverse, stakeholders and constituencies. Not a great deal of at-
tention has been given to the nature of this domain but it is clear that it
includes—

Raising the issue to the public and policy agendas

Convening stakeholders to address the issue

Forging agreement on policy options and alternatives

Policy implementation: sustaining action and maintaining momentum.”

Leaders of Not-for-Profit organisations would do well to remember that
the government bureaucrats sitting opposite them in any discussion on pol-
icy or funding are motivated by these factors as well as others.

Lessons from Organisation Theory

Despite the debates and different perspectives in the various theories of lead-
ership, empirical analysis of leadership in organisations has produced a large
amount of consensus on what are the key attributes of modern day leader-
ship. Scanning some of the most cited studies, the aspects which appear
most regularly include the following:

Common Characteristics of Successful Leaders
Qualities

e Demonstrating core values, high standards, honesty, and integrity.
Completely sharing the values of the organisation and total alignment
with its mission and dedicated to protecting its brand and reputation.

e Inspiring Trust (the notion of trust is becoming increasingly recognised
as a key factor in all situations requiring leadership).

Vision and long term goals and perspectives, pathfinding.
Decisiveness, choice makers not choice takers.

Self-confidence including no pretensions nor attempts to be someone
other than themselves; in other words, “comfortable in their own skin”
(People can quickly spot a fake).

e Being prepared to give power away rather than attempting to control all
the levers of power and influence, and being prepared to hire someone
smarter than yourself.

Competencies

o Keeping the wellbeing of the clients always foremost in every delibera-
tion and decision.

e Protecting the brand though all aspects of governance, management,
operations and communications.
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Possessing detailed knowledge of the industry and sector. There is a
clear danger in hiring people who claim to be generic leaders and man-
agers. It rarely works out as employees quickly lose respect for someone
who does not appreciate the context and nature of their work, and
stakeholders and partners quickly small a rat in their deliberations with
such a person. A generic leader needs to devote much of their first year
to learning about the origins and history of the enterprise and its milieu.
Being aware of all the forces surrounding the organisation and sector.
Without overdoing it too much, a leader needs to belong to all relevant
industry bodies, read several newspapers and magazines, keep up to date
with relevant trending social media issues, and remain aware of key re-
search being conducted in the space of the organisation, and where ap-
propriate and possible fund research which will advance the cause.
Strategic thinking- from formulation to executing and evaluating of
strategies. (Case studies reveal that the major shortcoming of all strat-
egy is failure to implement.)

Clear and persuasive communication: perhaps the most important
leadership competency in the modern world, including communicat-
ing within and outside the organisation. Also, being seen to be sharing
information honestly.

Accompanying communication ability is the capacity to monitor the
message being sent and anticipate its effect on the recipients including
the way in which it will be interpreted.

Rational decision making based clearly on evidence, or, where values are
involved, making those values clear and the weight being given to them.
Then there is sheer competency itself. ‘Competent’ leaders can fulfil all
the tasks expected of them and it is useful if they can also handle, or at
least understand the fundamentals of the tasks of all their leadership team
members; even better if they spend time understanding the tasks of em-
ployees right down the line. (Many modern leaders spend at least a day a
month serving on the counter or working in the production room.)
Maintain a balance between the outward and inward elements of the
role, particularly the wellbeing of the staff and the maintenance of key
external stakeholders.

Ensuring sustainability of the organisation particularly in relation to
maintaining a diversity of funding sources.

Attaining effective partnerships whilst ensuring that the brand is not
submerged or even captured by any partner.

Personal Attributes

Always being visible, approachable and accessible and an empathetic
listener (harder in a large organisation, but successful leaders find ways
to achieve this goal, as long as it has a personal dimension and does not
rely on technology alone.)



10 Kenneth Wiltshire

e Exuding energy and enthusiasm (this of course also implies that a leader
needs to be healthy and fit.)

Showing sensitivity, consideration, and empathy for all employees.

e Being a team builder and remaining a team player.

Celebrating team and individual successes and challenging team mem-
bers to achieve even greater heights.

e Constantly endeavouring to be creative and innovative and allowing all
team members the freedom to suggest changes to current thinking and
practice.

e Promoting responsibility among followers.

Acting as mentor, coach, role model and motivator to all team mem-
bers, nurturing and instilling a sense of belonging among workers.

e Remaining resilient. Leadership can sometimes be a lonely affair, partly
because of the occasional need to keep some distance from colleagues,
and occasionally because there are some matters that can only be ad-
dressed alone. A leader may then be forced to fall back on his or her
own values, judgement, and instincts. It is a good idea to belong to
associations/circles of leaders of like organisations to share similar chal-
lenges and solutions.

Transformational Leadership

So, the literature on leadership, and especially that derived from the empiri-
cal experience of leaders, has effectively taken us full circle. Leadership is
now usually considered as a process or a dynamic, rather than in terms of a
position or hierarchy.

Leading from within is just as important as leading from the front. Del-
egating power is often a more important aspect of leadership than accumu-
lating it. Personal qualities and approaches are more important than just
structures and lines of reporting. “Servant Leadership” is an expression
capturing the modern belief that dedication to serve is the wellspring from
which all manner of leadership flows, especially in Not-for-Profit contexts.

Motivating team members and celebrating their successes and contribu-
tion to the organisation’s performance is the key to what is now recog-
nised as being transformational leadership. There are two broad usages of
this term. One is a broad or macro approach which focuses on cultural
change and innovation across societies. The other has a narrower focus par-
ticularly on the leader-follower paradigm within an organisation. Bass is a
leading exponent of this approach and for him the transformational leader,
rather than focusing on how the current needs of subordinates might be
met, concentrates on arousing or altering their needs.® Bass claimed that
transformational leaders achieve good results by employing one or more
of four strategies: Idealised influence (transformational leaders are admired
and respected by their followers and they act as role models or positive in-
fluences); inspirational motivation (transformational leaders communicate
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high expectations for subordinates and encourage them to aspire to high
performance); intellectual stimulation (transformational leaders encourage
their followers to be creative and innovative and to try new solutions to
old problems); individual consideration (transformational leaders provide
a supportive climate in which individuals are encouraged to grow and de-
velop). So, whereas transactional leaders achieve expected outcomes, trans-
formational leaders move the organisation beyond expectations.” Although
Bass did not specify it, all of this transformation should be motivated by the
broader public interest and by self-interest. There must be a moral dimen-
sion to transformational leadership.

So, we have indeed come full circle. Transformational Leadership is a
concept where anyone adopting the right approach can demonstrate leader-
ship wherever they may be located in the organisation. Such a leader is not a
‘born leader’, and does not need a specified list of traits, although the leader-
ship talents which they do possess can be materially enhanced. Of course,
not all leaders will be the same in terms of their personal style and approach
as leadership is both an art and a science.

Indeed, there is now a comprehensive body of thought on transforma-
tional leadership which takes its place as a fully- fledged leadership concept.
Moreover, it is a highly relevant concept for Not-for-Profit organisations
experiencing a transition to becoming also a social enterprise, which is the
topic of this book. Leaders are now regarded as agents of change.

The literature on transformational leadership is fairly vast but perhaps
the best known is the work of Kouzes and Posner, whose formula has been
successfully employed in numerous contexts:'

Practices and Commitments of Leadership
Challenging the process:

e Search out challenging opportunities to change, grow, innovate, and
improve
e Experiment, take risks and learn from the accompanying mistakes

Inspiring a shared vision:

e Envision an uplifting and ennobling future
e Enlist others in a common vision by appealing to their values, interests,
hopes and dreams

Enabling others to act:

e Foster collaboration by promoting cooperative goals and building trust
e Strengthen people by giving power away, providing choice, developing
competence, assigning critical tasks and offering visible support
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Modelling the way:

e Set the example by behaving in ways that are consistent with shared
values

e Achieve small wins that promote consistent progress and build
commitment

Encouraging the bheart:

e Recognise individual contributions to the success of every project
o Celebrate team accomplishments regularly

Warning: It is vital to recognise that formulae such as this do not mean that
leadership is just a box of tricks which can be switched on and off at will to
become mere “Pretend Leadership.” They must be real personal attitudes and
genuine approaches or they will have no transformational power.

Leadership for the Not-for-Profit and Social
Enterprise Sector

Much of the leadership literature which has been canvassed can be read-
ily applied to the Not-for-Profit/Social Enterprise sector. Indeed, there are
many similarities which are shared with both public and For Profit sectors.
Most are related to management aspects and some characteristics of gov-
ernance. Human and financial resource management throw up very similar
challenges wherever they occur.

However, there are a substantial number of leadership challenges of par-
ticular pertinence for the Not-for-Profit sector. They include the importance
given to the vision of the founders and the mission they carved out for the
organisation. These values, which have usually long underpinned the or-
ganisation, often carry more lasting and permeated significance than can
be found in any modern-day generic ‘Mission Statement’ of the kind which
adorns the walls of government departments or large corporates.

The focus on the needs of the client, which is espoused for all organisa-
tions, assumes a much more intense and compelling imperative for Not-for-
Profit organisations since this is their real raison d’etre.

Sustainability is far more of a challenge in this sector which is reliant so
often on none too permanent government grants or the vagaries of philan-
thropy. This is often why a move into social enterprises and commercialisa-
tion is pursued to obtain a more reliable stream of resources. However, that
in turn gives rise to the danger that these business activities may occupy
the main focus of the Board and Management and cause the original vi-
sion and mission to be downplayed or even overlooked, which will alienate
the clients and foundation stakeholders. All of this will be exacerbated if
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partnerships which are formed with the altruistic goal of improving sustain-
ability result in the partners diluting or even swamping the brand and hence
reputation of the Not-for-Profit. These are balancing acts which leaders in
other sectors do not face in anything like the same dimension. Not-for-Profit
leaders are constant jugglers.

Marketing and fund raising by Not-for-Profits faces these same hazards,
and innovation and entrepreneurial behaviour are far riskier in the Not-for-
Profit environment. There can be a lot to lose in terms of service to clients
and their wellbeing if the organisation stumbles. Boards of Not-for-Profits,
as custodians of the heritage and brand may need to refine their understand-
ing of the notion of ‘stewardship’ in investing funds and endeavouring to lift
returns in a world of ever changing financial markets.

The regulatory and governance requirements for Not-for-Profits are
complex and very time consuming especially for smaller predominantly
volunteer led Not-for-Profits. This arena becomes even more complicated
if the organisation has an advocacy role and is then occasionally obliged
to seek reform from the same governments who impose these governance
arrangements and provide funding for the organisation. Leaders have to be
very careful when they bite the hand that feeds them, and this situation has
not been helped until very recently by the weak nature of the peak bodies
in the Not-for-Profit sector who need to take on stronger advocacy roles
as well.

Leaders in this sector are usually strongly oriented to identifying and en-
couraging emerging leaders in their midst but this is more difficult than in
other sectors because staff numbers and hence vacancies are not all that
large, salaries are typically lower, and there is less flexibility for the design
of remuneration packages. Where there is a blend of paid and volunteer
positions in the workforce, added complications arise which can cause chal-
lenges to the maintenance of harmony.

These and many other dimensions are addressed throughout this book in
the chapters and case studies. The overall message is that Transformational
Leadership is essential in modern day Not-for-Profits and Social Enterprises,
and that requires these leaders to stay not just on top but ahead of the game.
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2 Three Schools of Nonprofit
Thought

Evolution of the Field and
Implications For Leadership

Aastha Malbhotra

Introduction

The nonprofit sector is a wide and diverse field constituted by organisations
ranging from charities to social service agencies. Together these organisations
serve the disadvantaged by fulfilling social needs, advocating and imple-
menting public policies, promoting social inclusion and building economies
by generating employment. In recent decades however, these organisations
have been confronted by various social, economic and political changes.
Challenges confronted by nonprofit managers and leaders include a tighten-
ing funding environment, growing competition for donors and grants, ris-
ing demand for services and increasing calls for accountability. Against this
background, nonprofit leaders and managers are being forced to explore
new ways of working. This includes adoption of highly formalised institu-
tions, corporate tools and solutions, capacity building initiatives and experi-
menting with innovative social business models, thus transforming the very
landscape of the nonprofit sector. Some however, argue that nonprofits can-
not be managed in the same way as for-profits due to contextual differences.
They stress the importance of community engagement and volunteerism.
The transformation has thus lent itself to diverse and sometimes contradic-
tory perspectives on nonprofit functioning and decision-making.

This introductory chapter builds on my doctoral research and a previous
paper (Malhotra, Verreynne and Zammuto, 2012) that traced out the evo-
lutionary development of not-for-profit management in the literature.! The
chapter synthesises the competing perspectives into three distinct schools of
thought where each school is based on unique values and motivations, and
has different strengths and shortcomings. The emergent framework pro-
vides a clarification in language and facilitates movement of the ‘either—or’
debate that has dominated current discussions towards a more holistic ap-
proach that stems from an in-depth understanding of where each perspec-
tive is coming from, how it is evident and its implications for leadership.

The chapter is structured as follows. It begins with an explanation of the
review process and then discusses the three schools of thought, covering
their origins, the key drivers that prompted their emergence, the key char-
acteristics and practices associated with each school as well as the reasons
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behind the transitions from one school to another. This is followed by the
theoretical and practical implications of the framework for various stake-
holder groups of nonprofit organisations and social enterprises, thus setting
the scene for the remainder of the book.

Review and Analysis Process

The methodological approach draws on insights from the work of scholars
who have traced the creation and evolution of fields such as new public
management and organisational strategy. The primary motivation was to
include a range of methodologically and intellectually diverse sources that
have influenced the development of the nonprofit field and thus inclusion of
editorial pieces, chronicles and government reports that provided important
contextual information along with research articles, relevant stock-taking
efforts and reviews conducted by other authors’ commentaries and opinion
pieces, research notes and reports pertaining to nonprofits was deemed criti-
cal to this review. In addition, noting that the nonprofit sector is a diverse
group of organisations ranging from small religious groups to large uni-
versities and many of these nonprofits operate within unique institutional
settings, thus making it improper to view them as a homogenous group, the
review process concentrated on the conceptual development of nonprofit
practice within the social service nonprofit organisations (SSNPO’s).

Reading through the publications facilitated a development of a sense of
the field and research findings, developments and observations put forward
by other scholars and propagated views along with the respective time pe-
riod. These were documented chronologically in a simple Microsoft Excel
table. A close examination of the resulting list showed that even though the
field was dotted with diverse and often competing ideas and research direc-
tions, as indicated by previous researchers, some views and insights were
expressed repeatedly over time. Adopting the process of ‘qualitative cluster-
ing’, the data was synthesised further by looking for patterns and forming
categories of similar and recurrent views and comparing and contrasting
insights within each to identify commonalities and variations.? Using the
emerging patterns as an organising lens and adopting a simple colour-coding
scheme, the developments were re-organised according to the underlying
perspective. For example, information related to the acceptance of man-
agement tools were assigned one colour while the ones related to new ap-
proaches combining management expertise with social aims were assigned
another. It is, however, important to note that the aim of this organisation
process was not to categorise the work of individual scholars, but rather to
delineate the observed contradictions and bring some order to the present
state of theorising in nonprofit functioning.

Drawing parallels with the work of scholars in other fields of manage-
ment and leadership that have classified fields of studies into ‘schools of
thought’ to effectively show how a field has evolved over time, the data was
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further distilled into “origins, characteristics as well as associated strengths
and weaknesses,” a classification typically visible in the literature.? Creation
of sub-categories, identification of relevant content and the writing process
was iterative and involved multiple drafts. Termed Traditional, Contempo-
rary and Hybrid respectively, the three schools have appeared at different
stages in the evolution of nonprofit practice and more importantly, each
school continues to have a considerable influence on nonprofit organisa-
tions. The next three sections present each school in further depth.

The Traditional School: 1960s and Before

Dating back to the pre-twentieth century, the first of the three schools is the
Traditional School. It reflects the earliest views towards nonprofit function-
ing and its origins are synonymous with those of the nonprofit sector—the
practice of charity. Although charitable activities have religious underpin-
nings and trace back to ancient times, some of the most influential develop-
ments resulting in the creation of the modern-day nonprofit sector came
about and gained prominence after the seventeenth century. Examples
include the establishment of alm houses across Europe and United States of
America and most significantly the passing of the English Poor Law of 1601
in England. The need for such services was cemented in the nineteenth cen-
tury with the coming of the Industrial Revolution. Rapid urbanisation and
mass migration into cities lead to problems such as poverty, overcrowding,
poor housing, disease and substance abuse.* In an attempt to combat these
problems, existing agencies, such as courts and hospitals, began to offer
support services. As the presence of and demand for these services grew, so
did attempts to organise and institutionalise them, which led to the forma-
tion of the very first social service agencies and nonprofit organisations.

Key Characteristics and Illustrative Practices

Deeply linked to these foundations, the Traditional School is underpinned
by the values of compassion for those living in difficult circumstances, col-
laboration and community concern for public good. The foremost of these
shows in the importance that some scholars place on a nonprofit organisa-
tion’s mission. The Traditional School not only endorses these views, but
also deems that focussing on anything other than the mission diminishes
an organisation’s ability to stay true to its purpose. For example, scholars
observe that nonprofit organisations often prioritise service delivery over
infrastructure, capacity and financial survival.’

The focus on client well-being and social goals is also visible in the second
characteristic of the school, efforts at professionalising the field through
government initiatives and establishment of formal social service depart-
ments, academic institutions and associations. Earliest examples include a
Summer School in Philanthropic Work organised in New York City in 1898



18 Aastha Malbotra

(which became the New York School of Social Work in 1917) and the Inter-
national Association of Schools of Social Work formed in France in 1928.
Ensuing endeavours have focussed on unifying community and welfare ser-
vices, improving skills and techniques for service delivery, developing high
standards of work and maintaining ethical conduct.® Illustrative practices
include supervision and formation of ethical codes that continue to govern
practice and prescribe service ideals.

Another characteristic is the emphasis on collaboration and community
engagement, a practice which has been a part of the nonprofit sector since
the 1930s and allows organisations to maximise the participation of ev-
eryone concerned, combine contacts, information and resources in order
to provide support to clients.” Advocates of the school recognise the im-
portance of fostering inter-organisational collaborations and suggest that
such practices not only allow nonprofits to address challenges that may be
too complex for a single organisation alone to solve but also work with
likeminded peers to collectively advocate for policy change and increased
government funding.® A predisposition towards community engagement is
also visible in volunteerism. Supporters of the Traditional School go beyond
the operational perspective of viewing volunteers as a resource, and instead
exalt the value of celebrating them and their spirit.” Notions such as “we
must encourage, feed, and reward the altruistic ‘habits of the heart’” sum
up the Traditional School’s approach towards the role of volunteers and
broader community members.?

While the Traditional school of thought reflects the earliest views towards
nonprofit management, its presence has been somewhat displaced in recent
years. There are two main causes for this. First, the perception that the
characteristics and practices of the Traditional School threaten nonprofit
organisations’ functioning and survival—thereby hampering their ability to
continue delivering services as well as casting doubt over their credibility
and accountability. It is important to note that while this discontent found
impetus in the 1960, it continues to be reflected in recent nonprofit work.
For example, the emphasis on service delivery is linked to a reduced focus
on building organisation’s capacity, cutting back or hiring underqualified
employees to reduce overhead costs, omitting to build financial reserves for
unforeseen or future expenses and not investing in appropriate resources
or infrastructure.!! The absence of proper systems, performance measure-
ment tools and standard measures of success further complicates assessing
the social impact of nonprofit organisations; some even extend this lack of
procedures to general functioning and question other organisational prac-
tices.!? Disapprovals include the unrestricted discretion of social workers
thus leading to concerns about the quality and consistency of service deliv-
ery and continued appointments of board members who, albeit passionate,
lack relevant expertise and are ineffective at making decisions

The second cause can be linked to the broader changes, societal level
shifts and policy reforms including the growing attractiveness of new public
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management and neoliberal views that became a part of the nonprofit land-
scape in the 1970s and 1980s. Resulting challenges include funding cutbacks
that led to a scarcity of resources, competition for government contracts and
clients, entry of for-profit organisations into the nonprofit arena, ability to
form cross-sector partnerships, decreasing voluntary support, intense media
scrutiny and demonstrated accountability from donors among others."?
These changes forced nonprofits to revisit traditional nonprofit practices of
empowerment, volunteerism and community building and instead consider
more businesslike practices for functioning, thus laying the foundation for
the next school of thought.

The Contemporary School: Early 1970s to 1990s

While the Contemporary School emerged primarily in response to the
changing operating environment, other factors such as research findings,
practitioner efforts, government directives and funder demands also
served as momentum drivers. Prominent examples include the first ever
Private Philanthropy and Public Needs Survey in 1973 which revealed
that nonprofit organisations were facing a range of management con-
cerns and that the sector lacked academic programs to prepare nonprofit
leaders.'

Subsequent government directives included budget cuts by the Reagan
administration in the US in the 1980s and encouragement for nonprofits
to develop management expertise and stringent control measures by the
Thatcher government in Great Britain. These changes brought with them
onerous regulations and reporting systems and compelled nonprofits to cut
back less financially feasible activities, seek endorsements and establish ad-
ditional revenue sources, all practices that demanded managerial skills."’
Advocates of the Contemporary School not only encouraged this shift but
also suggested that operating like a business would improve any non-profit
organisation. Benefits promised include setting an organisation’s direction,
reduced financial uncertainty, increased competitive advantage and compli-
ance with growing demands for accountability and transparency.

Key Characteristics and Illustrative Practices

The most prominent characteristic of this school is ‘managerialism’, a
practice that acknowledges a proliferation of conventional business val-
ues and skills within nonprofits. Illustrative practices include increased
managerial training and education, appointment of people on the basis
of their managerial competencies and even hiring management consul-
tants.'® Other examples include the adoption of tools such as cash-flow
management, accumulation of surplus revenue, and cost-conscious bud-
get regulations to strengthen organisations financially, subsidise loss-
making services and offset uncertainty in funding. The literature suggests
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that nonprofits have placed special emphasis on practices such as strate-
gic planning and strategic alliances and often linked them to enhanced
organisational performance.!”

Another characteristic of the Contemporary School is the ‘marketisa-
tion” of the nonprofit sector.!® This includes adoption of a market orien-
tation, application of marketing tactics and establishment of commercial
and revenue-generating arms.'” The notion of operating like a business is
further reflected in the third and fourth characteristics of the school—the
acceptance of evaluation and performance measurement, and the need of
nonprofit organisations to build capacity. One reason for the acceptance of
performance evaluation and measurement is the pressure to appease funders
and public perceptions as well as fulfil reporting conditions.?’ Capacity
building, on the other hand, is often based in the aspiration of nonprofits to
become self-reliant by developing their core organisation skills and resource
management techniques.!

In spite of its popularity, the Contemporary School has been the subject
of intense debate and criticism.? Numerous views contribute to this debate.
Some scholars emphasise differences in mission, attitude, processes and
structure between the for-profit and nonprofit sectors and, in turn, ques-
tion the appropriateness and transferability of for-profit business practices.
Points of contention include the challenge of measuring the fulfilment of a
nonprofit’s altruistic goals, personnel motivational factors such as mission
and commitment to social cause rather than monetary gain and profitability
motives. There is also the view that pursuit of efficiency-driven managerial-
ist practices can result in mission displacement and mission deflection, a
situation where organisations “move away from their founding principles”
and engage in a reduction of services or client focus to promote efficiency.?
Another view comes from researchers who express the concern that adopt-
ing for-profit business practices places undue pressure on smaller nonprofits.
For example, Zimmerman and Stevens note that the paperwork and for-
malities required for procuring funding strain the already tight resources of
smaller organisations.?

As a consequence, many nonprofit practitioners have resisted the rise
of the Contemporary School. There is a growing awareness that ‘super-
imposition’ of for-profit practices does not always produce the greatest or
desired results and nonprofit and activities and strategies specific to the non-
profit context are necessary.”’ Adding to this dispute are continuing changes
in the nonprofit environment and the resulting concerns about the sustain-
ability of organisations including steadily decreasing financial support that
have become prominent since the late 1990s. In response, many nonprofits
have turned to revenue-generating ventures and other practices that allow
them to pursue efficient operations and financial sustainability while pro-
viding services, thus paving the way for the third and most recent school of
thought.
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The Hybrid School: 1990s to Present

The Hybrid School responds to the dual challenge of fulfilling a social mis-
sion while maintaining a financially sustainable approach and calls for
‘blended’ practices that combine social passion with business acumen to
generate social and economic value and to increase access to resources.?
While there has been a high level of interest in the Hybrid School in recent
years, ‘hybrid’ practices that meet social and financial sustainability goals
can be traced back to the early 1900%. One of the earliest and enduring
examples is Goodwill that sells donated clothes and other unwanted items
to raise funds for charitable activities since 1902.

Other prominent examples include the Grameen Bank, established in
1983 in Bangladesh to empower communities and eradicate poverty through
micro-financing initiatives and the Ashoka Foundation, a nonprofit venture
established in 1980, which encourages innovative practices by providing
start-up funding to entrepreneurs with a social vision.”” Recent developments
that have cemented the presence of this school include publication of how-
to manuals and practice-led initiatives (e.g., Yale School of Management’s
National Business Plan Competition for Nonprofit Organisations seeking to
start or expand successful profit-making ventures in 2002), academic devel-
opments such as dedicated journals (e.g., Stanford Social Innovation Review,
started in 2003), and education and research centres (e.g., the Skoll Centre for
Social Entrepreneurship at the University of Oxford in 2003).

Advocates of the school argue that adopting Hybrid approaches can off-
set the weaknesses of the Traditional and Contemporary Schools by catalys-
ing social transformation, allowing nonprofits to seize opportunities and
achieve sustainable competitive advantage, which facilitates the long-term
viability of an organisation.?®

Key Characteristics and Illustrative Practices

The foremost characteristic of the Hybrid School is visible in ‘dual-natured’
practices that blur boundaries between nonprofit and for-profit work. The
most widely-accepted of these are social entrepreneurship and social enter-
prises. Social entrepreneurship is broadly understood as entrepreneurial
behaviour combined with a social mission or goal that emphasises and inte-
grates economic and social value.?” Examples include fee-for-service pro-
grams, social enterprises that aim to generate employment in disadvantaged
communities, for-profit organisations set up for a social purpose that direct
their profits to a social cause, socially responsible commercial businesses
engaged in cross-sector partnerships as well as nonprofits applying business
expertise and market-based skills for alternative resources.

Another characteristic of the Hybrid School relates to the role of inno-
vation within the nonprofit domain, where scholars assert that nonprofits
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are inherently innovative in tackling social problems.*® Although research
on innovation within nonprofits is largely anecdotal with limited empirical
research,! supporters of the Hybrid School actively promote innovation to
use existing resources creatively and generate new products and services and
gain competitive advantage.>

The third characteristic of the Hybrid School relates to relationships
across sectors, which includes initiatives such as venture philanthropy that
pertains to the adoption of venture capital principles in projects that aim
to achieve social change.? Such investors provide both growth capital and
strategic assistance; they also emphasise capacity building by investing in
organisational infrastructure and governance practices within the nonprof-
its they fund. Other examples include tools that combine performance mea-
surement with social value such as the Social Return on Investment (SROI)
established by the Roberts Enterprise Development Fund (REDF), Social
Impact Analysis, and Social Impact Assessment; tools which have revolu-
tionised nonprofit performance measurement, as they incorporate financial
data and the social impact of social policies and programs.>*

Hybrid practices have received tremendous attention in recent years be-
cause they promise profits, poverty eradication and empowerment in one
seamless package.’® The feasibility and sustainability of this school is,
however, still in question. The concern that the social focus of nonprofit
commitments and the revenue-driven nature of commercial practices are
fundamentally different means that divergent expectations can force organ-
isations to deliver services that are commercially viable rather than those
their communities need and focus on clients who are able to pay and refuse
those who cannot.

Similarly, organisations working across two distinct sectors may face
contradictory pressures while trying to establish legitimacy within each; for
example, a cafe that is a social business will compete with for-profit cafes.’”
The nascent stage of empirical evidence around the actual consequences
of Hybrid practices adds to the ambiguity. For example, while numerous
scholars have exalted the positive attributes of the Grameen Bank, the un-
intended consequence of increased violence against married women, owing
to the empowerment of women and their resultant refusal to hand over the
funds to their husbands in a male-dominated society, is less discussed.*® To
summarise, although the need to pursue practices that draw on the nonprofit
sector’s values and mission-based strengths with a sustainability outlook is
being increasingly recognised, the Hybrid School’s exact contribution to the
sector remains uncertain.

Discussion and Setting the Context for the Book

At the outset of this chapter, the transformational nature of the nonprofit
landscape and the contrasting and contradictory perspectives that exist
towards nonprofit functioning and the resulting debates were highlighted.
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The Three Schools of Nonprofit Thought provides an understanding of how
the perspectives have evolved within the nonprofit context and brings the
multiple perspectives together.

While the three perspectives have been recognised and discussed individu-
ally in previous research, scholars have applauded or criticised the diverse
perspectives individually (Mulhare, 1999; Siciliano, 1997), drawn attention
to their inherent contradictions (cf. Jackson 2009; Anheier, 2000), or high-
lighted the importance of understanding with equal rigour the positive and
negative consequences and harnessing the benefits of each (cf. Conner and
Epstein, 2007; Maier, Meyer and Steinbereithner 2014).%

The perspectives have not yet been positioned collectively in a single
framework, showing that they continue to influence the functioning of the
nonprofit organisations. I suggest that it is the co-existence of these perspec-
tives or schools of thought that embodies the inherent tension and conflict
that nonprofit leaders may experience in not only day-to-day operations but
also their overall aims and objectives. A collective understanding of these
perspectives as presented in the framework contributes in three ways.

Enhanced Understanding

First, the framework brings order and coherence to the academic and prac-
titioner debates and uncovers the motivations behind the three schools and
what has shaped them, practices that show how they may translate into
practice as well as the outcomes associated with each, and their potential
impact on the organisation. An enhanced understanding of own priorities
and insight into others’ priorities builds comprehensive insight into organ-
isational functioning and can facilitate better leadership and decision-
making in areas such as funding, investment and partnership decisions.

Platform to Embrace

Second, the integrative nature of the proposed framework captures the com-
plex, turbulent yet realistic view of what it means to lead and manage a non-
profit. From a practical perspective, it highlights the interplay of the three
schools which helps to explain the inherent tension and conflict that organ-
isations may experience in not only day-to-day operations, but also their
overall aims and objectives. An example of these implications can be seen in
insights the framework holds for the emerging social enterprise literature.
Insights related to the Hybrid school of thought within the framework not
only contributes to the clarity of the discussions around what constitutes
social entrepreneurship, but also places it within the context of the broader
development of nonprofit functioning and some of the unintended conse-
quences on vulnerable communities.

It also raises queries for authors who assert that hybrid organisations
are the key to profits, poverty eradication and empowerment as well as
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those who attribute their emergence to ‘heroic’ individuals who want
to fulfil a social aim using business acumen as noted in this chapter.
Such claims downplay the value of the sector’s charitable and philan-
thropic heritage and obscure the institutional and regulatory changes
that have compelled nonprofit organisations to seek alternative sources
of income—one of the significant activities of social enterprise activity.
The framework brings such insights to the forefront of theorising thus
paving the way for generation of insightful and penetrating research
questions as well as a more nuanced understanding of how nonprofits
should be led and managed.

Proactive Rather than Reactive Approach

Third, the Three Schools build on the work of past scholars who have iden-
tified the impact of these perspectives. For example, while Moore (2000)
observes that processes such as strategic planning that are integral to the Con-
temporary school have been linked to changes in the mission which may have
a negative impact on the reputation thus threatening its survival, Zimmerman
and Stevens’s (2006) research found that the formalities required for pro-
curing funding strained the already tight resources of smaller organisations.
The Three Schools can be used to pre-empt consequences and adopt a more
proactive rather than reactive approach to functioning and help navigate the
transformation that is characteristic of the current nonprofit environment.*

Valuable insights about strengths and criticisms associated with each
school of thought, while not exhaustive, can serve as a starting point for
nonprofit leaders to adopt a more informed approach to decision making,
anticipation of outcomes and possibly employment of organisational pro-
cesses to leverage the positive or mitigate the untoward or negative conse-
quences and thereby reducing some of the ambiguity surrounding nonprofit
practice.

Conclusion

The real challenge to understanding the nonprofit context is not to advocate one
school over another or to combine the three schools which, given the diverse
theoretical heritage and characteristics of each school, would lead to nothing
more than an impasse. Nor is it to promote a one-size-fits-all approach—Dby
avoiding a strong bias towards any one school of thought, nonprofit leaders
can make sure they remain aware of the complexity surrounding nonprofit
management practice (due to the presence of competing perspectives).
Instead, it is to examine and reflect on how the three schools manifest in
practice across different functional areas (for example, governance, informa-
tion systems) and the resulting implications, an exercise that is at the core
of my research endeavours. The content presented in this book draws paral-
lels with the evolutionary journey presented in this chapter. The leadership
journeys demonstrate how people leading them have coped with changes, the
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theoretical chapters highlight the prevalent models and the case studies provide
insight into the complex decision-making that occurs across functional areas.

The critical role played by nonprofit organisations in today’s environ-
ment, and the nature of their responsibilities, makes it crucial to understand
these complexities, eliminate the ensuing ambiguity and mitigate the associ-
ated risks. The three schools of thought presented in this chapter make an
important first step in this direction.
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3 The Journey of A Social Leader

Leading and Transforming
Organisations for Social Impact

Anna Krzeminska, Andreas Heinecke,
and Christian Koch

Introduction

Thousands and thousands of books are published on leadership training,
and American companies alone spend 14 billion annually to develop leader-
ship skills among their managers. Critical voices state clearly that this is a
waste of time and money. Studies have found that adult learners in a lecture
setting forget nearly 50% of what they learn within two weeks. And the
most highly trained leaders—CEOQOs of multinational companies—are often
unable to translate their knowledge into practice, and fail within their first
18 months on the job.! Another public saying boldly states that leaders are
born and not made.? That’s tough.

Leaders in the social sector,” no matter whether they are working for a so-
cial enterprise, running a social business or doing classical community work,
certainly face additional adversities. Although many of them haven’t studied
management or finance and could benefit from business training, they usu-
ally don’t have the financial resources to sit in a lecture hall for hours and
listen to skilled teachers.”* They don’t have the time and the patience to
follow theoretical models or be entertained in boot camps. Social leaders are
usually not promoted, and even if they would have the opportunity to join

Social sector is a collective term for a range of organisations that trade for a social purpose.
They adopt one of a variety of different legal formats but have in common the principles
of pursuing business-led solutions to achieve social aims, and the reinvestment of surplus
for community benefit. Their objectives focus on socially desired, nonfinancial measures of
the implied demand for and supply of services Organisations within the social sector may
occur in any legal form, such as agencies, clubs, foundations—any innovative nonprofit
enterprise, or profit organisations addressing a social problem, or hybrid organisations
with charitable status with elements of both types, or be imbedded in other organisations
as corporate social entrepreneurship (through CSR).

* According to Katherine Milligan, Managing Director of the Schwab Foundation of Social
Entrepreneurs, only 50% of the recently elected fellows came from a MBA background/
previous business career. The others have various backgrounds and worked in different
industries and foremost in the non-for-profit sector.
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leadership classes for non-profits, the offerings are quite limited compared
to the thick catalogue of leadership trainings for for-profits.***

Furthermore, there are the blurred boundaries between for profit and not-
for profit, the financial constraints across all phases of organisational devel-
opment, the scarcity of human resources due to low wages, the problematic
measurement of social impact, the broad spectrum of organisational forms,
the cross-sector approach, the threat of a mission drift, the unclear future of
the organisation due to a lack of defined and approved exit strategies.

Finally, the sector is currently transforming towards market-based mech-
anisms leading to the increased rise of new social ventures (social enter-
prises) and the transformation of established non-profits in the market. In
Australia, this transformation manifests, for example, through new regula-
tions such as the introduction of the National Disability Insurance Scheme
(NDIS). This transformation is affecting a significant number of organisa-
tions. An Australian Government study conducted in 20107 identified ap-
prox. 59,000 economically significant NFPs employing approx. 900,000
people (2006/07 data), which amounts to 8% of the overall workforce.’

Despite those difficulties, social leaders often succeed to cope with the
permanent Titan’s task of balancing a social mission with financial sustain-
ability, based on their broad spectrum of professional and life experiences
before they decide to contribute to the common good. They weren’t born
leaders. But they were people, who became leaders without necessarily hav-
ing the ambition to take a leadership role. They are collateral leaders, and
embarked on a journey within an unclear framework and a very vague
destination.

What does that mean for our topic of how to successfully lead and
transform organisations in the social sector? To better understand the
specific challenges social leaders face two of the authors of this chapter
conducted a global survey among social leaders in collaboration with the
Schwab Foundation for Social Entrepreneurship,t one of the world’s larg-
est non-profit organisations that support social enterprise. Published as
a pioneering leadership manual entitled ‘Leadership in Social Enterprise:
How to Manage Yourself and the Team’ in 2014 the study aims to support
the founders and chief executive officers of social enterprises by providing
advice that is tailored to the realities of mission-driven organisations at
various stages of their development. The practitioner-oriented manual was
derived from an extensive literature review, as well as interviews and a

#**+ A simple Google research shows the significant differences. 14 million hits are shown by
social leadership programs while 438 million hits pop up when it comes to business leader-
ship programs in general.

t The rough estimate for the overall number of NFPs in the study is 600,000, yet this does
include a majority of 440,000 of small, often informal and incorporated organisations
such as neighbourhood tennis or babysitting clubs that do not operate in a market.

¥ The detailed report is available at www.schwabfound.org/sites/default/files/file_uploads/
leadership_in_social_enterprise_2014.pdf


http://www.schwabfound.org/sites/default/files/file_uploads/leadership_in_social_enterprise_2014.pdf
http://www.schwabfound.org/sites/default/files/file_uploads/leadership_in_social_enterprise_2014.pdf
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global survey among key Schwab staff and almost 100 of the then approx.
250 fellows of the Schwab Foundation. The results of the global survey
are relevant for both new social ventures and NFPs given that 26.1% of
Schwab Fellows are Leveraged Non-Profit, 53.3% are Hybrid Non-Profit,
while only 20.7% are Social Business. What the results of the study sug-
gest is that, while social leaders are often inspirational, highly ethical and
visionary, important leadership behaviours seem to be underdeveloped in
many social leaders. These behaviours are associated with the more mana-
gerial side of running the organisation and as a result social leaders mainly
face the following four ‘managerial type’ leadership challenges:

Building a management team
Delegation and succession

Balancing and integrating

Personal and professional development

In this chapter, we will explore the implications of the general challenges
and recent transformation in the social sector for its leadership. We do so by
conceptually linking leadership challenges to different stages in the lifecycle
of social organisations, distinguishing between social start-ups and estab-
lished NFPs. For each stage we link leadership challenges to the empirical
results of the global survey of social leaders and develop recommendations
for transforming organisations for social impact.

The Journey of a Social Leader

In the following, we will relate leadership tasks to the process of organ-
isational development as it is described in two popular models: The first is
indicated in the Open Book of Social Innovation and differentiates between
six steps from the initial idea to systemic change.® Obviously, the tasks and
challenges of a social start-up are quite different from an established organ-
isation, which is able to improve the situation of their beneficiaries in a
systemic and sustainable way. The second model is based on the research
of Friedrich Glasl and Bernard Lievegoed, who differentiate between four
stages of the organisational lifecycle, i.e., the phases of pioneering, differen-
tiation, integration, and association.*

Pioneering Phase

Before the pioneering phase actually starts one person has to take the lead
to formulate a social cause and be convinced about the solution approach.

$  We apply a social systems perspective of organizations, as e.g. described in Kiihl, Stefan
2013, Organizations. A systems approach, Routledge. In this view, organizational culture
is an aspect of the informal side of an organization which comprises all those expectations
and rules that are not (or cannot) be formalized as terms of membership.
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Especially in newly established initiatives, the founder is the main driver and
plays the key role as fund-raiser, human recruiter, strategist, communicator,
hands-on practitioner, trouble-shooter etc. It’s a 24/7 job, and the founder
is quickly perceived as an asset (with all key contacts, personal reputation,
vision), and a threat (as no one can be equally capable in all domains, and
the competence to delegate is hardly developed). Usually the first follow-
ers are coming from close social networks (“friends, fools & family”). The
social enterprise at this stage is not necessarily an ‘organisation’, and can be
more seen as a loose net. Improvisation dominates, as processes are not well
planned. The whole venture is mainly opportunity driven, stays flexible and
reacts spontaneously.

The results of the Schwab Foundation leadership survey confirm the pop-
ular notion that Social Entrepreneurs are visionary, charismatic, inspiring,
as well as highly ethical and values-driven. Furthermore, social entrepre-
neurs empower those around them and therefore, facilitate strong commit-
ment of their team members to their cause and organisations. Thus, they
are perfectly suited to act as pioneers in the early phase of their fledgling
organisations.

However, dangers of this first phase for social start-ups are failures due to
lack of experiences, too many concurrent activities, personality cult, power
struggles, chaos, obscurities, employees who are emotionally dependent, but
without professional performance. And from an organisational development
perspective, this early stage in the lifecycle has wide-ranging implications,
as it lays the foundations not only regarding structures and processes, i.e.
the “formal side” of the organisation, but as well for what is to become the
“organisational culture” later on.* A lot of the leadership challenges cited
above have their roots here, in the way the founder and the “first follow-
ers” interact, communicate, solve (or create) problems. Because gradually,
over time, these patterns become rules, rituals, habits, and newcomers start
adopting them, they become socialised into the ‘organisational culture’ that
is taking shape. This culture is still quite fluid in the beginning, but it quickly
stabilises and then becomes increasingly difficult to change.

Recommendation—Early Interaction and Communication
Patterns Matter

Understandably, the ‘organisational culture’ is seldom the first concern of the
founder in the pioneering phase as so many things happen in parallel and pres-
sure is high. Nevertheless, interaction and communication patterns that emerge
in the early pioneering phase cause a lot of the problems, inefficiencies and
energy loss later on. Therefore, it is an important leadership task to create suf-
ficient time for reflection and exchange in the team to avoid that small quarrels
turn into major conflict lines. Often, it is enough to consciously address this

# Referring to the famous quote by Ross Ashby: “Only variety absorbs variety” in Ashby,
Ross 1956, An Introduction to Cybernetics.
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topic periodically in small workshop formats. External facilitation can help as
it makes it easier for the team to address critical leadership behaviour, too.

Differentiation Phase

For social start-ups, the second phase usually begins with the first successes.
The approach is tested, the concept proven, and financial sources identified.
The organisation is growing, and becomes more process oriented and a sort of
rational apparatus. Due to third sources funding, governance structures need to
be implemented, and cause additional work load to serve all needs in terms of
accountability, transparency, business planning, financial management, codes
of conducts for the organisation, etc. Growth is often a very painful process,
and lots of social enterprises fail especially in times of success. They cannot
organise the growing demand and market pressure, and the founder is often
perceived as a bad manager, who isn’t able to organise the growth process.

Dangers in the second phase are inability to transform the “club into a
company,” the demotivation of the founder due to administrative work and
the loss of flexibility, and primarily personal (intuitive) decisions. Employ-
ees may see a mission drift and loss of culture, and leave the organisations
or stay with low motivation.

This is very much in line with the leadership challenges reported in the
global survey related to transforming the “club into a company” during the
differentiation phase, which centre on recruiting a management team and
balancing the increasing demands from running their enterprise. Neverthe-
less, responding to these challenges remains highly relevant for established
NFPs, too. When recruiting managers to their growing organisations so-
cial leaders face the challenge of attracting followers who share similarities
with the founder in terms of the social mission and culture but complement
the founder in terms of his/her strengths and weaknesses. While anecdotal
evidence suggests that hiring for-profit managers may negatively impact the
social enterprise and dilute its mission, the results from the Schwab study
suggest the contrary. Almost 60% of the respondents said they have suc-
cessfully recruited and retained managers with a for-profit-background, and
only 20% reported they have had conflicts with newly recruited manag-
ers from a for-profit-background. Also, while relying heavily on volunteers
during this stage may provide the organisation with cost-effective support
of followers with a strong social mission and cultural fit, it bears its own
risks. The survey shows there is more emotional conflict and tension among
members and between staff from different backgrounds in organisations
with more volunteers. Also, organisations with more volunteers report sig-
nificantly more conflicts with recruited managers from for-profit companies.

The challenge of balancing increasingly complex and sometime conflict-
ing demands during the differentiation phase depends on successful recruit-
ing. Survey results show that focusing on the work that the entrepreneur
enjoys most and that best suits their strengths is easier once a professional
and cohesive management team is in place. Highlighting the importance of
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complementarity in team composition, Schwab Social Entrepreneurs who
employ a higher proportion of staff with a completely different background
than theirs report fewer struggles with balancing. Diversity in recruitment
and team building, however, seems to differ based on the entrepreneurs’
own work background: Schwab Social Entrepreneurs with a strong business
background employ significantly fewer people with different backgrounds,
while those with strong volunteer work experience employ significantly
more people with a different background. Thus, the latter will likely be
better able to balance their responsibilities and focus on leveraging theirs
strengths to the benefit of the organisation.

Recommendation—Diversity is Key in the Management Team

The Schwab survey results provide a very clear orientation regarding recruit-
ing for NFPs: a variety of backgrounds in the management team is benefi-
cial to cope with the multiple challenges and tasks involved in following a
social cause and building the organisation to do so in the differentiation
phase.’ Managers with a for-profit-background can bring in valuable per-
spectives, but for NFPs that already have a strong business minded team, the
search direction has to be opposite, bringing in people with complementary
competencies.

Integration Phase

While the differentiation phase is very challenging, as the leader cannot cover
all needs, the integration phase combines the enthusiasm of the pioneering
phase with the rationality of the differentiation phase, and the organisa-
tion grows to an organism. The boundaries blur between ordinary for-profit
companies and mission driven ‘more than profit’ organisations, which can
lead to significant conflicts within the organisation. That’s quite bitter, as
by then the approach seems to be proven and the social impact increases,
but the organisation needs to integrate efficiency and impact to fully har-
ness its potential. Thus, smaller manageable units of work are often formed,
to make the organisation flexible again. The smaller units also incorporate
holistic tasks and can largely plan themselves, organise and exercise self-
control. A central office controls and offers support and consulting services,
but does not regulate.

The danger at this stage is, inter alia, that the organisation is too focused
on their own world and their functioning, so that the external stakehold-
ers such as clients and partners disappear from the view. Elements of almost
all four leadership challenges from the global survey are associated with the
characteristics of the integration phase. After successful recruitment during
differentiation, the founder needs to retain talent to ensure the sustainable
success of the organisation during the integration phase. However, this can
be challenging as especially talented and ambitious staff want to broaden
their experience and take over responsibility and are often lost if they are not
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offered interesting career and development prospects within the organisation.
While many social enterprises are growing fast, new leadership positions can-
not always be translated into promotion opportunities. This situation can
worsen if the leader struggles with delegating responsibility, which seems to
affect approx. half of the Schwab sample of social entrepreneurs.

According to the global survey one of the main challenges of the integra-
tion phase is to successfully combine social and commercial goals, which
are often conceptualised as conflicting. However, asked about conflicts
within their organisations, Schwab Social Entrepreneurs did not perceive
them to be a big problem. Still, a deeper analysis of the survey results
showed some interesting factors. The social entrepreneurs perceived bal-
ancing responsibilities and stakeholder interests as more challenging when
conflicts in the organisation were stronger, probably because it makes the
act of balancing external demands more difficult when internal stakehold-
ers are in conflict as well. There was also a connection of conflict to the
kind of people working with the organisation. Emotional and personality
conflicts between members of the organisation were reported as higher in
organisations with more employees with a social work background. Con-
flicts related to different goals, mindsets or professional backgrounds were
reported as higher in organisations with more employees with a business
background.

Recommendation—Self-Management, Wholeness
and Purpose Orientation

Looking at the leadership challenges outlined above for NFPs in the integra-
tion phase, a lot of them have to do with finding adequate organisational
models that help balancing between structures and openness, mission and
economic orientation and keeping staff motivated and conflicts at bay. Con-
sultants and financiers often propose NFPs adopt rather classical organ-
isational designs that originated in the business sector. But these usually
involve hierarchical structures with typical line functions such as marketing/
communications, sales, production, R&D etc. which don’t fit the culture
and style of working of NFPs. They are often introduced anyway because
they are deemed ‘professional’ and create trust with external stakeholders.
Yet, NFPs should be careful not to embrace these models too quickly. Rein-
venting organisations, a book by former McKinsey partner Frederic Laloux®
dealing with organisational design, is probably the most discussed release
in this field in the last years. It promotes (and empirically backs) the advent
of a new type of organisations that rely on self-management (structures/
processes), strive for wholeness (general practice/HR processes) and pur-
pose orientation (strategy development). Instead of introducing more struc-
tures, processes and back-office functions, Laloux proposes a radical form
of self-management and simplification of internal bureaucracies. This might
be very interesting for NFPs because it is close to values shared in the sector,
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reduces frustrations for mission-driven staff members and provides them an
attractive work environment with a lot of freedom and responsibility. The
organisations surveyed in Reinventing Organisations all delegated hiring
of new team members, negotiating about roles and responsibilities, even
payment issues into the sub-teams, with positive effects on team spirit and
culture. Hence, it could be an interesting approach to manage internal con-
flicts, too, but it requires a very cooperative leadership style to implement
these models.

Association Phase

The integration phase is followed by the association phase, which this is sci-
entifically least explored. In the Open Book of Social innovation this phase
would be the achievement of a systemic change. In this phase the idea can
become bigger than the founder, and s/he and the organisation may become
obsolete. The danger in this stage is a leader who doesn’t want to let it go.
Missing succession plans and clear exit scenarios may block this process,
and the final success of the social venture may be hindered due to personal
agendas.

In the survey, Schwab Social Entrepreneurs rated the improvement of
their own managerial skills and leadership style as the least problematic
of all leadership challenges. Less than one third of respondents perceived
developing their own management skills and leadership style to suit their
organisation’s needs as challenging. This lack of self-reflection can become
problematic for those who underestimate the importance and time, which
usually amounts to years, to build a succession plan. Of course, many social
leaders are worried about the risk of mission drift once they leave the organ-
isation. However, there are various governance mechanisms such as asset
locks and legal forms that can be implemented to counter potential mis-
sion drift. The qualitative interviews conducted with selected social entre-
preneurs prior to the global survey, however, clearly showed the perceived
importance of continuous personal development. Concerning their develop-
ment as effective leaders, social entrepreneurs heavily emphasised the need
to reduce the role of the ego in decisions and conflicts, and the value of
religious values or spiritual practices such as meditation to achieve this goal.
Mastering the key challenge of personal development seems to be the basis
for mastering all other leadership challenges.

Recommendation—Change Starts with the Leader

Leaders have a role model and enabling function, especially when it comes to
learning and the inevitable change processes in the lifecycle of the organisa-
tion. They need to demonstrate the readiness to admit themselves to uncer-
tainty—and also have experience in re-stabilising in challenging situations.”
Rather than striving single-handedly for bold objectives, it is often more
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important to create the space for group learning and exchange in the team.
This attitude of post-heroic management is very much in line with the Schwab
survey results that suggest that social leaders stressed the need to reduce the
role of the ego in decisions and conflicts, and the value of religious values or
spiritual practices to achieve this goal. As well, it is a precondition for plan-
ning and implementing succession solutions—for long-term social impact,
probably the most important change processes in the career of a social leader.

Conclusion

The journey of a social leader has lots of trade-offs. It’s a roller coaster,
and not everybody is robust enough to stay motivated over decades. The
unbreakable belief in the mission is key to keep the energy high to make the
impossible possible.

Notes

1. Pierre Gurdijian, Thomas Halbeisen and Kevin Lane. “Why Leadership Devel-
opment Programs Fail,” McKinsey Quartely, 2014.

2. Shinnosuke Nakayama, Leaders Are Born, Not Made, Fish Study Finds, Scientific
America August 2013, www.scientificamerican.com/article/leaders-are-born-not-
made-fish-study-finds/

3. Productivity Commission 2010, Contribution of the Not-for-Profit Sector,
Research Report, Canberra.

4. Robert Murray, Julie Caulier-Grice, Geoff Mulgan. “The Open Book of Social
Innovation,” 2010, www.nesta.org.uk/sites/default/files/the_open_book_of_social _
innovation.pdf

5. Friedrich Glasl and Bernhard Lievegoed, 2010, www.ngo.de/images/stories/

organisationsentwicklung/oe-prozesse/glasl-phasen.pdf

. Laloux, Frederic 2014, Reinventing Organisations, Nelson Parker.

7. Varga von Kibéd, Matthias; Schneider, Karin 2016, Fihrungskrifte und
Veranderungen—die Haltung macht den Unterschied. Zeitschrift SyStemischer,
08/2016.

[e)}

Bibliography

Ashby, Ross. An Introduction to Cybernetics. London: Methuen, 1956.

Glasl, Friedrich, and Bernhard Lievegoed. Die Phasen einer Organisation nach Friedrich
Glasl.2010. Retrieved from www.ngo.de/images/stories/organisationsentwicklung/
oe-prozesse/glasl-phasen.pdf

Gurdijian, Pierre, Halbeisen, Thomas, and Lane, Kevin. “Why Leadership
Development Programs Fail.” McKinsey Quarterly (2014).

Heinecke, Andreas, Magdalena Kloibhofer, and Anna Krzeminsa. Leadership in
Social Enterprise: How to Manage Yourself and the Team. Schwab Foundation
for Social Entrepreneurship, 2014. Retrieved from www.schwabfound.org/sites/
default/files/file_uploads/leadership_in_social_enterprise_2014.pdf

Kihl, Stefan. Organizations. A Systems Approach. London: Routledge, 2013.


http://www.scientificamerican.com/article/leaders-are-born-not-made-fish-study-finds/
http://www.scientificamerican.com/article/leaders-are-born-not-made-fish-study-finds/
http://www.nesta.org.uk/sites/default/files/the_open_book_of_social_innovation.pdf
http://www.nesta.org.uk/sites/default/files/the_open_book_of_social_innovation.pdf
http://www.ngo.de/images/stories/organisationsentwicklung/oe-prozesse/glasl-phasen.pdf
http://www.ngo.de/images/stories/organisationsentwicklung/oe-prozesse/glasl-phasen.pdf
http://www.ngo.de/images/stories/organisationsentwicklung/oe-prozesse/glasl-phasen.pdf
http://www.ngo.de/images/stories/organisationsentwicklung/oe-prozesse/glasl-phasen.pdf
http://www.schwabfound.org/sites/default/files/file_uploads/leadership_in_social_enterprise_2014.pdf
http://www.schwabfound.org/sites/default/files/file_uploads/leadership_in_social_enterprise_2014.pdf

The Journey of A Social Leader 43

Laloux, Frederic. Reinventing Organisations. Nelson Parker, 2014.

Murray, Robert, Julie Caulier-Grice, and Geoff Mulgan. The Open Book of Social
Innovation. 2010. Retrieved from www.nesta.org.uk/sites/default/files/the_open_
book_of_social_innovation.pdf

Nakayama, Shinnosuke. “Leaders Are Born, Not Made, Fish Study Finds.” Scien-
tific American August 2013. Retrieved from www.scientificamerican.com/article/
leaders-are-born-not-made-fish-study-finds/

Productivity Commission. Contribution of the Noi-for-Profit Sector, Research
Report. Canberra. 2010.

Varga von Kibéd, Matthias, and Karin Schneider. Fiihrungskrifte und
Verianderungen—die Haltung macht den Unterschied. Zeitschift SyStemischer.
2016.


http://www.nesta.org.uk/sites/default/files/the_open_book_of_social_innovation.pdf
http://www.nesta.org.uk/sites/default/files/the_open_book_of_social_innovation.pdf
http://www.scientificamerican.com/article/leaders-are-born-not-made-fish-study-finds/
http://www.scientificamerican.com/article/leaders-are-born-not-made-fish-study-finds/

Stories From The Field: The Red
Cross and Red Crescent Movement

Introduction

The Red Cross and Red Crescent Movement is by its very nature a unique
organisation which has evolved continually since its formation in 1864 when
the First Geneva Convention was signed by 12 nations in Geneva Switzer-
land and the International Committee of the Red Cross (ICRC) was formed.
At that time, the organisation was focussed solely on human conflict. The
visionary founder of the organisation was a young Swiss businessman Henri
Dunant who observed at first hand the Battle of Solferino in Italy. He was
appalled that the wounded Austrian soldiers were not assisted by the local
population in the same way the wounded French soldiers were. He wrote a
book urging that a respected independent and neutral international organ-
isation be founded to assist the wounded and prisoners of war and that they
operate under a well-recognised and protective emblem, the red cross on a
white background (which was the reverse image of the Swiss flag).

The Geneva Conventions and their Additional Protocols form the core
of international humanitarian law, which regulates the conduct of armed
conflict and seeks to limit its effects. They are also designed to protect those
not taking part in hostilities (adjacent civilians, medics and aid workers)
and those who can no longer fight (wounded, sick, shipwrecked troops and
prisoners of war).

The original 1864, 1906 and 1929 Conventions were consolidated and
updated in the Geneva Conventions of 1949 which have been ratified by
most States around the world.

The original Conventions have had three Protocols added with two in
1977 and one in 2005, which approved a third protective emblem, the Red
Crystal.

The Movement Structure

Since 1864, Red Cross (and since 1929 Red Crescent) Societies are able to
be found in countries which have ratified the Geneva Conventions and its
protocols.
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The Red Cross and Red Crescent Societies are not strictly non-Government
organisations as they can only be formed in any country with the approval
of the Government of that country and they are said in the Geneva Conven-
tions to be ‘auxiliaries to Government’ in the humanitarian field.

So today the Red Cross and Red Crescent Movement (the Movement)
has National Societies in 190 countries and organisations in several other
countries are making applications to join the Movement.

The Movement has two central bodies, the ICRC (which as mentioned
earlier was formed in 1864) and it continues today to be guardian of the
Geneva Conventions and it monitors conflicts in over 80 global conflict
zones at present. It is a fiercely independent body whose central committee
is composed of Swiss citizens and it has over 30,000 skilled employees.

The International Federation of the Red Cross and Red Crescent Society
(the International Federation) was not formed until 1919 (at the same time
the League of Nations was formed) at the urging of the then United States
President Woodrow Wilson. The Federation secretariat is also located in
Geneva but it also has significant regional offices in other parts of the globe.
The International Federation has approximately 400 employees and it pro-
vides services to assist National Red Cross and Red Crescent Societies to
grow to be more efficient in the countries in which they operate. It facilitates
the exchange of best practice, innovations and ideas between the different
National Societies.

The 190 National Societies vary in size and strength and collectively have
over 20 million active volunteers who work principally in the humanitarian
areas of disaster preparedness, response and recovery as well as in a wide
range of health and community services.

The Standing Commission of Red Cross and Red Crescent (on which
I serve and had the privilege of chairing from 2011 to 2015) is an overarch-
ing body of nine senior Movement representatives including the two senior
executives of the ICRC and International Federation. Its task is to work to
achieve Movement harmony and to address whole of Movement matters
and to organise the regular international meetings of the Movement includ-
ing the International Conference held every four years with Governments as
well as National Societies with one vote each. This body approves changes
to the Geneva Conventions.

It works hard to ensure the 190 National Societies, who are ruggedly
independent, work harmoniously with the ICRC and International Federa-
tion on combined Movement humanitarian responses to major conflicts and
disasters. All components of the Movement work under the Seven Funda-
mental Principles in all they do and these Principles are Humanity, Indepen-
dence, Impartiality, Neutrality, Unity, Universality and Voluntary Service.

The overall mission of the Red Cross and Red Crescent Movement is to
use the power of humanity (utilising volunteers wherever possible) to help
the most vulnerable people in the world and in any given country.
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Movement Leadership

The Red Cross and Red Crescent Movement does not have one leader who
is the equivalent of the Secretary General of the United Nations and a team
of Under Secretaries General and middle managers reporting to him.

The ICRC has an Executive President and a Director General as its
leaders with the former having a more external focus while the Director
General tends to be responsible more for the internal management of the
organisation.

The International Federation has a volunteer President (usually also the
President of a National Society) and a Secretary General (or full time CEO).

Each National Society has a President, some of whom are full time execu-
tive presidents while the remainder are volunteers with other jobs and a full
time Secretary General (or CEO). The Australian Red Cross Society has an
unpaid volunteer as its national President.

There is no obligation on these global leaders to work together and the
role of the Standing Commission first formed in 1929 has been partly to
provide a mechanism for any concerns about differences of opinion or ap-
proach in major humanitarian matters or global operations.

The International Conference of the Red Cross and Red Crescent in Se-
ville in 1997 ratified an agreement (known today as ‘the Seville Agreement’)
which provides considerable guidance on which organisation takes the lead
in major field operations where the ICRC, the International Federation and
National Societies are all involved.

Beyond this formal mechanism, there are regular meetings between the
global leaders to discuss particular matters of concern at any given time. Since
2011 the ICRC and International Federation with the strong support of the
Standing Commission and many National Societies have been working on an
overall RCRC Movement Co-ordination and Co-operation project to provide
more guidance especially in matters not covered by the Seville Agreement
such as global fundraising, use of the social media and leadership training.

The Movement leaders are chosen by their Annual General Meetings
(or equivalent named bodies) except for the ICRC President who is chosen
by the international committee itself. The ICRC, the International Federa-
tion and the larger National Societies like the Australian Red Cross Society
endeavour to follow sound governance principles with strategic plans dis-
cussed widely within their organisations with staff and members. Exter-
nal grievance experts are often engaged to assist in improving the internal
grievance procedures and to review performance of key officers and board
members and the effectiveness of the current strategic plans the different
components have adopted.

Other Leadership Challenges for the Movement

The challenges faced by the Movement with its complex structure of 192
independent entities are immense as the world considers the Red Cross
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and Red Crescent Movement (or the Red Pillar as it is often termed) to
be a single organisation. Hence there is a need for effective co-ordination
and co-operation mechanisms internally to ensure in a major conflict zone
like Syria, Afghanistan or Iraq or in a national disaster response, there is a
common approach and no duplication of effort or waste of our precious
resources.

The Standing Commission works hard on its ‘Movement Harmony’ remit
to ensure that the two Geneva based institutions are working together ef-
fectively and that as far as possible the National Societies are also working
with the two big institutions in a co-ordinated and co-operative way.

As mentioned previously, protocols and procedures have been established
to determine which major institution or National Society is the ‘lead institu-
tion’ in any major humanitarian response involving multiple actors. Increas-
ingly we are finding that it is best if the host National Society is the ‘lead
institution’ as is the case in Syria during the present time of conflict where
the Syrian Arabic Red Crescent Society is the lead institution for the Move-
ment response and the ICRC, the International Federation and all partici-
pating National Society follow the SARC volunteers (as often do the UN
organisations and NGOs) into conflict areas to do their humanitarian work.

An operational challenge for the organisation is the fact that it has more
than one international symbol, the Red Cross and the Red Crescent. There
are 29 Red Crescent Societies (mainly in Islamic countries) who work seam-
lessly with Red Cross Societies in joint humanitarian responses. This can be
confusing to the general public especially in a given country which does not
recognise the second emblem.

Another challenge for the Red Cross and Red Crescent Movement is
language as it has four official languages which can be spoken at its in-
ternational meetings and these are English, French, Spanish and Arabic.
More recently, Russian has been added as an unofficial fifth language of the
Movement.

Much time is spent in the Movement on translation and interpreting the
language used at meetings and in documents. It is also difficult to achieve
our goal of standard procedures and practices. All National Societies have
been urged for instance to have a young person on their national board.
However in some cultures young people are not considered to be sufficiently
wise or experienced to be included on a national board and hence this rec-
ommendation is not followed there.

A further challenge for the organisation and especially the International
Federation is the need to be perceived as even handed in establishing interna-
tional committees and working groups. These cannot be sourced from one
continent, gender or age group. Hence all committees, boards and working
groups need to have broad geographic, gender, age and skill based represen-
tatives so that their findings or recommendations gain global acceptance.

Another issue for the Movement is the independence of each component
and the lack of any means to compel a national society to act in a particular
way. As in any federation, the international leaders and boards can only
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hope that good sense prevails and that good ideas and practices will be
taken on board. It can take considerable time and patience to get universal
or even wide acceptance of common practices and solutions to humanitar-
ian problems. Members need great patience and resolve.

Given the mission of the organisation is to mobilise the power of human-
ity to help vulnerable people (who are not being helped effectively by others)
it is not easy to compromise the main mission except sometimes because
of lack of resources or because of the perceived antipathy of Government
or opposition forces, some National Societies may choose not to put their
limited resources into areas in which it will be difficult to make any real
difference.

Australian Red Cross Society

The Australian Red Cross Society was formed in 1914 as a branch of British
Red Cross and it was initially focussed on providing support for Australian
Servicemen in World War I and sending parcels and communications to
prisoners of war.

After World War I the Australian Red Cross expanded its range of ser-
vices into health and community services and it for instance established
blood banks around the country.

After World War II the Australian Red Cross expanded its activities even
further as it considered how best to implement its mission to help the most
vulnerable people in country and abroad. Today it provides over 70 hu-
manitarian services grouped under eight headings:

The Australian Red Cross Blood Service

Disaster Response (domestic and international)
Disseminating International Humanitarian Law (IHL)
Aboriginal and Torres Strait Islander services
Migrants, refugees and asylum seekers

International aid and assistance

Locational disadvantage

Social inclusion

The Australian Red Cross Royal Charter of Rules were changed by the
National Council at their annual meetings in 2005 and 2007 from a federal
body to a united national body with a single national strategy, one decision
making board, a single management and budget. This was a major under-
taking and it was driven by the need to have in place effective risk manage-
ment and to avoid duplication of services and administration with resultant
cost savings.

The change process required a national governance committee with some
experienced governance professionals on it and some external assistance
from governance experts to develop a model for a functioning unitary
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structure taking into account the long history of the organisation and the
views and feelings of its members, many of whom had been members for
well over 3 decades.

Once a coherent set of reforms were developed and approved (after much
vigorous debate) by the national executive (now the national Board), an
explanatory paper and a Power Point presentation were developed to better
explain it. The senior leadership conducted workshops in all States and Ter-
ritories over a three-week period, in two-hour separate interactive meetings
with States Boards, their senior staff and other key members and stakehold-
ers. Good suggestions and new ideas were taken on board to improve the
overall proposal. The main driver for change was risk management. It was
strongly argued that the organisation needed one overall body to have over-
sight and responsibility for all activities of the Society in every part of the
country to help meet its workplace health and safety and other legislative
requirements. The first raft of changes were unanimously adopted by the
National Council at its annual meeting in November 2004 and approved by
the Governor General in 2005 and the changes were gradually implemented
over a 12-month period.

Brand and Marketing

Australian Red Cross is challenged by the breadth of its activities. Only the
blood service operates as a national monopoly. In other areas the Australian
Red Cross operates side by side with Government owned enterprises and
other non-profit organisations in its service offerings.

Different operational and marketing strategies are required depending on
the area and location of the services being provided. Increasingly we have
developed procedures to operate co-operatively with other humanitarian ac-
tors recognising that our donors and supporting governments expect there
to be joint action by all humanitarian actors in a crisis situation to the maxi-
mum extent possible to minimise any waste of resources.

In West Africa during the Ebola crisis, the Secretary General of the Inter-
national Federation of Red Cross and Red Crescent and his staff worked to
develop applicable procedures in the three main affected countries in estab-
lishing the key operational roles and responsibilities. Thus MSF took pri-
mary responsibility for the medical treatment while the RCRC Movement
took primary responsibility for keeping an updated register of victims and
their families and it also attended to the respectful burial of the Ebola dead.

There are specific guidelines on the promotion and use of the Red Cross
symbol (or brand as our symbol is often known). As mentioned earlier it is
a protective emblem under the Geneva Convention and International Hu-
manitarian Law demands that use of the emblem not be trivialised or in any
way impugned or brought into disrepute.

These guidelines do not permit the Australian Red Cross to allow its name
or more importantly its emblem to be used by others without its express



50 Stories From The Field: The Red Cross

approval. This approval is never given to companies or organisations in-
volved in weapon manufacturing, tobacco, alcohol or illicit drugs or any
form of human trafficking.

The Australian Red Cross marketing team receives regular training by
Australian Red Cross International Humanitarian Law officers on emblem
abuse. This often leads to a conservative approach in decision making as
marketing officers try hard to avoid any suggestion that the Red Cross em-
blem is being misused or compromised. Of course the Red Cross is one of
the most visible and high profile global emblems, so there is no shortage of
external businesses eager to be involved as a partner in Red Cross services
and activities, such is its brand strength.

Engagement with Donors

The Australian Red Cross has over the past 15 years received massive sup-
port from ordinary Australians in times of crises. In the Victorian Bushfire
response for instance there were over 600,000 donors, at least two thirds of
whom made their donations online.

Since the Bali bombing appeal in 2002 the Australian Red Cross has put
in place a system of regular reporting to donors on its activities to show how
donor funds are being employed. The internet has been a great boon in al-
lowing electronic messaging to donors to save on posting and printing costs.

Donors are free to opt out of reports on disaster or appeal responses but
unless they do that, regular reports are provided on the use of donated funds
in any given project. In the case of larger donations and business partners,
more complete reports on the use of funds are provided.

Partnerships

Despite the Red Cross fundamental principle of independence, the Move-
ment at the higher level has recognised that the organisation could not and
should not act alone in a major conflict or disaster response. The expec-
tation of Government and other stakeholders is that there will be a co-
ordinated humanitarian response from all actors

This comes quite naturally to the Red Cross and Red Crescent Movement
as it has co-operated and co-ordinated mechanisms in place for its 192 sepa-
rate Movement components.

It is relatively simple then to adopt or extend these co-ordinating and co-
operating measures to encompass other humanitarian agencies working in
the same space at the same time.

Formal partnerships can occur at times with other humanitarian agencies
(especially UN agencies) and more recently with businesses. As in the area of
marketing there are international and national guidelines. Bodies involved
in arms manufacture, alcohol, tobacco, etc. are not able to partner with
Australian Red Cross or even to make donations in many cases.
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Human Resource Management and Volunteers

As an organisation which has always relied heavily on volunteers being part
of its humanitarian response, Australian Red Cross has considerable experi-
ence in training and managing volunteers. It has volunteer codes of conduct.
It provides insurance for them while performing their allocated duties. The
national human resources team of the organisation has a specific responsi-
bility to manage paid staff and volunteers, to monitor the conditions under
which they work, and to evaluate their performance on a regular basis.

Volunteers are required to commit to the seven Fundamental Principles
of the organisation and failure to do so (and indeed any inappropriate
actions or omissions) will lead to a volunteer’s services being terminated
immediately.

A challenge for the organisation arises in major disaster responses when
the number of trained staff and volunteers are inadequate to deal with the
response. In such cases volunteers from other agencies are utilised and at
times there will be spontaneous volunteers from the affected community
who need to be quickly vetted before they are allowed to assist. Initially they
will be required to work with a trained volunteer who can assist them and
monitor their performance.

Naturally, any volunteer working with children is required to have a ‘blue
card’ (in Queensland) or its equivalent in other States if they are in a situa-
tion where they will be working with children.

Interface with Stakeholders including Governments

As mentioned earlier, the Australian Red Cross is cognisant of the need to
regularly inform others (especially donors) of the way in which its donated
funds are being acquitted.

It naturally follows that the same principles apply to stakeholders other
than donors. Regular electronic updates are provided to them on the work
and activities of Australian Red Cross on any given project or disaster re-
sponse in which the stakeholders are involved. For Government and busi-
ness partners more complex reporting including audited financial statements
are provided where that is appropriate. It is appreciated that stakeholders
do need to be told what good works are being undertaken or, in the rare in-
stance where mistakes occur, what is being done to remedy these inevitable
human errors we all make from time to time.

On the flipside to this, an important stakeholder in any humanitarian
response is the beneficiary, and Australian Red Cross has modified its proto-
cols and procedures in the past 15 years to ensure there is adequate briefing
and discussions with beneficiaries on the services with which they are being
provided.

During the Asia Tsunami response in Aceh ARC emergency response rep-
resentatives sat on the ground with local villagers in remote areas so the Red
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Cross recovery team could listen to the views of beneficiaries on the type of
new housing to be provided to replace the homes lost in the tsunami. Vari-
ous options were provided as it was recognised that one size does certainly
not fit all!

Use of Innovation

The Australian Red Cross in common with all other national societies and
other humanitarian agencies is open to modifying its standard procedures
and service delivery to take on board innovations and new opportunities to
help reduce administrative costs and to provide more effective assistance for
those in need. This and our significant local volunteer base helps that vital
donated dollar go further.

Australian Red Cross staff are encouraged to attend seminars in new tech-
nologies and those are gradually trialled and if successful introduced into
the organisation’s formal procedures going forward.

As mentioned earlier, the Victorian Bushfire saw over 600,000 dona-
tions made on line which helped reduce the cost of accounting for the over
$300 million contributed by so many donors. Regular reports by email were
given to all donors providing email addresses as opposed to the need to post
out materials to those providing only a postal address.

Staff who pioneer new and innovative ideas are celebrated in the organ-
isation. Two years ago a Red Cross staff member and a volunteer were
awarded the Greg Vickery Scholarship to help them develop a live platform
and e-learning bay on the dissemination of International Humanitarian Law
to young people. This was an excellent example of the organisation encour-
aging innovation in a unique service area of the organisation.

Greg Vickery AO

Member of the Standing Commission of Red Cross and
Red Crescent, and the immediate Past President of

the Australian Red Cross Society
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4  Stakeholder Partnerships and
the Delivery of Services

Stephen Jones

Introduction

Non-profit institutions (NFPs) in Australia are a wide-ranging group of
organisations established to provide charitable goods and services for the
public benefit.! Key to the success of NFPs is their ability to form strate-
gic alliances and partnerships with a variety of stakeholders: policy mak-
ers, other service delivers, sponsors, and coaches/mentors. Forming and
maintaining these relationships has become a key challenge for NFPs as the
wellbeing of their clients, and their own survival in a dynamic regulatory
period from 2010 depends upon these relationships. This chapter examines
the case of the Australian NFP sector and explores how the charities have
needed to operate through partnership arrangements to enhance their abil-
ity to contribute to the wellbeing of their clients and their own sustainability
as they pursue their service obligations.

The discussion presented here looks primarily at issues surrounding part-
nership arrangements between the NFP sector and the Australian Govern-
ment as the primary funder of organisations that have been contracted to
provide services classed as ‘public goods’. The rationale is that core social
services such as childcare, healthcare, disability services, and employment
services are difficult to fund privately for the people who need the services
the most.> With the government as the primary source of NFP funding, Aus-
tralia is similar to the UK, New Zealand and Canada and dissimilar to the
USA, where the majority of NFP funding comes from philanthropic founda-
tions and private donors. The provision of help and support to those in need
is increasingly viewed as a three-sector solution based on contributions from
government, private business and NFP organisations. There is an increasing
role for private sector individuals and organisations such as banks, superan-
nuation funds and private corporations contributing to social enterprises as
a component of their Corporate Social Responsibility (CSR) programmes.3
However, despite the emergence of these philanthropic contributions they
still represent a small proportion of the pool of financial support for the
majority of NFPs. In 2015 the 50,908 charities in NFP sector in Austra-
lia received a total revenue of $134.5b; $11.1b (8.3%) in donations, with
$55.6b (41.4%) of direct government support.* Long-standing partnership
arrangements have existed between the NFP sector and governments in
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Australia, including local, state and federal levels. Of particular importance
in this chapter are the arrangements between federal government agencies
with social welfare responsibilities that undertake specific arrangements
with relevant NFP organisations.

This chapter will first place the emergence of partnership arrangements
in the broader theoretical context of neoliberal ideas that have reformed
relationships between governments and the private sector, including NFP
organisations, since the 1990s. Second, the chapter will examine the na-
ture of the partnership arrangements, including the areas of engagement,
and the approaches taken by government agencies and NFP organisations.
Third, the areas of concern regarding partnership arrangements raised
by both sectors in recent surveys will be outlined. Finally, the chapter
will consider possible ways in which partnership arrangements can be im-
proved to maximise the delivery of services to the most vulnerable sectors
of the community.

The NFP Sector in Australia

The NFP sector in Australia makes a considerable social and economic contri-
bution. Table 4.1 provides a snapshot of the situation as recorded by the Aus-
tralian Bureau of Statistics in 2015. The Australian NFP sector is comprised of
approximately 600,000 diverse organisations the majority of which are small,
non-employing organisations, and 10% of which are registered charities. In
2012-13 there were approximately 57,000 NFPs with an active tax role. In
2014 there were approximately 60,000 charities registered with the Australian
Charities and Not for Profits Commission (ACNC). The top 1,000 NFPs are
involved in the following sectors: health, education & research, social services,
culture & recreation; environment; development & housing; law & advocacy;
international philanthropy; religion; and business and professional associa-
tions including unions.’

In 2015 charities in Australia reported sources of income that were largely
from ‘other income and revenue income primarily from donations and be-
quests’. Table 4.2 highlights the main sources of income for the NFP sector.

Table 4.1 NFP Key Results (Source: Australian Bureau of Statistics, 2015)°

Not for Profit Institutions in Australia 2012-2013

Number of organisations 56,894

Value added to national accounts $54.8b

Income $107.5b

Assets $176b
Employment 1,081,900 persons
Volunteers 3,882,300 persons

Volunteering hours 520.5 million hours
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Table 4.2 Key Indicators of Income Sources, 20157

Income Source Charities which Mean per
received any charity ($)
income (%)

Government Grants 35.1 1,093,425

Donations & bequests 62.8 219,399

Other income & revenue 91.2 1,329.641

Total 98.1 2,642,302

The process for awarding contracts for human services provision is com-
petitive and used on major programs. Government funding comprises a
large portion of the budgets for the NFPs, but does not fully fund services
except in 25% of cases where the government would have fully funded ser-
vices they have elected to outsource.® According to contemporary govern-
ment attitudes, accountability and transparency for delivery of services is
best be achieved by clear regulatory standards that standardise contracts,
finance and performance reporting.’

A Preference for Partnership Arrangements

Contemporary NFP activity has developed within a neoliberal political and
economic ethos. Essentially, this ethos privileges the idea that competition
in the market maximises utility and brings benefits to the priorities of the
state.'” The increasing application of a neoliberal, market-based framework
starting from the late 20th century has changed the relationship of NFPs
with the state and ultimately other NFP stakeholders.!’ The Keynesian,
community-based model of NFP organisation has been supplanted by the
state setting policy for public sector goods & services by a disaggregated,
decentralised group of providers.'? The rationale is that instead of relying on
a single provider (e.g., the government) to provide public sector goods & ser-
vices, multiple providers across a range of for profit and NFP organisations
will better meet the demand more efficiently and according to consumer
choice. “Neoliberals cast the non-profit sector as an independent third force
closely cooperating with government to sustain social provision.”!3
Neoliberal approaches to governance arrangements have also been writ-
ten about extensively under the term ‘New Public Management’ (NPM).
The ideas under this approach incorporate the above points but also meet
the goals of minimising government bureaucracies, establishing contractual
arrangements with stakeholders in delivering services and increasing results
and privatising services.'* The movement towards NPM has successfully
introduced new approaches into many developed economic contexts, in-
cluding Australia. However, the movement has also had the paradoxical
effect of prioritising economic efficiency over embodying traditional values
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of care. There is focus on establishing more choice at a lower cost and in
some cases a better value aligned with a need for decentralised organisations
to report on their activities, through contractual arrangements. Partnership
agreements established on these ideas has helped to create competing de-
mands on both NFP staff and volunteers to keep a delicate balance between
serving their clients within the mission of their organisations, and remain
accountable to the state for their income, expenses, activities and retention
of NFP status, useful for tax purposes.

NPM has traditionally been rolled out with regulatory reforms as the
mechanism for changing the culture of public service departments and min-
istries as they downsize and devolve service-delivery responsibilities to ex-
ternal providers.' The application of NPM principles has had consequences
for government agencies and is closely linked with wide-ranging dissatisfac-
tion with and lowered confidence in government as the best provider of
public services. The key characteristics of NPM are synthesised from a wide
range of sources by Carroll and Steane (2002) and Keating (2001) as:'®

e Multiple providers of public services including: government, NFP and
business actors

e Results-driven service as measured in terms of efficiency, quality and
cost as determiners of which actors provide service

e Government primarily in governance role over public services
Reliance on market mechanisms and contracts rather than rules to co-
ordinate supply and demand for public services

e Accountability linked to results and separation of politics from manage-
ment of public services

In surveys of Government Department employees, 88% view arrange-
ments with NFPs as a partnership.!” Some of the reasons why partnership
arrangements with the NFP sector continue to be an attractive option for
the delivery of government services, and the degree of importance placed on
some of the characteristics by the government agencies surveyed, are out-
lined in Figure 4.1. Other, more nuanced, reasons include:

e Partnership arrangements permitted joint decision making and shared
responsibility

e They facilitated the joint delivery of services
NFP partners could co- contribute to the sharing of costs

e Partners could maintain a frequent communication on issues relating to
service delivery

e NFP partner shared common goals with government agencies in terms
of the groups receiving the services.!®

Many agencies argued that the NFPs they work with are more efficient
at delivering services than governments. NFPs are seen as best placed to
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Characteristics of a partnership considered important for efficient service delivery
(total number of responses in parentheses)a
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Figure 4.1 Characteristics of a partnership considered important for efficient service
delivery?

address community needs as a result of being closer to the target group for
which the service is aimed. In this Australian context this has been particu-
larly true for agencies that fund services to Indigenous groups. NFPs in such
instances can be closer to the Indigenous communities and have a better
understanding of the needs and expectations of remote communities."’

Advantages of Partnership Arrangements

Partnership arrangements with the NFP sector are advantageous to gov-
ernments in a number of ways. In countries like Australia with increas-
ingly diverse heterogeneous societies the demands for government services
are increasingly complex and challenging for individual organisations to
provide. Where governments do well in providing services from tax dol-
lars is where there is majority demand such as for roads, health care and
schools which are classed as truly ‘public’ and can be met, on the whole, in
a homogenous way.

There are at least three different ways to view the partnership arrange-
ments, between governments and non-profits in providing services to a het-
erogeneous population with diverse needs, two of which are government
failure theory and interdependence theory. Increasingly there are views that
argue there is an inability of government to provide services across a range
of interest groups with complex demands. One example from the Australian
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context is the challenges refugees bring to government services including the
need to focus on issues relating to language, health, education and employ-
ment problems associated with individuals in this situation. Governments
are seen to be failing to deliver services in circumstances where the needs
are much more specific to groups and individuals with needs that may not
configure with the overall general needs of the population. Faced with these
more specific needs and niche groups, secondary markets open up such that
alternate service providers begin to have relevance. Non-profit providers
and third party, for-profit firms vie for market share in terms of quality and
cost of services provided.?! Some scholars refer to this view as remedialist
meaning that non-profits step in when governments fail to deliver services.?
Another set of ideas relating to the partnership arrangement looks at rela-
tive benefits and missional purpose of government and non-government or-
ganisations. Instead of regarding non-profits as ‘gap-fillers’ for areas where
the government is not poised to respond to needs of niche groups, ‘inter-
dependence’ approaches propose that governments and non-profits work
collaboratively in the areas of their respective strength. In this way, govern-
ments are investors in service providers who are missionally oriented to-
wards addressing particular needs. Figure 4.2 provides an indication of the
range of areas where NFPs provide services. A second way to refer to this
view is essentialist, where values of altruism and cooperation are preferred
to market mechanisms.?> Governments are not the only investors, however.
According to interdependence theory, philanthropists may also have an ac-
tive role as stakeholders. They can be encouraged to work with government
to augment the availability of public services for niche groups.?

The third set of ideas supporting the partnership arrangement describe
government relationships with non-profits is adversarial where both parties

Percentage offering types of services

Emergency
Employment
Housing

Health

Disability

CALD

Indigenous

Family and Community
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Figure 4.2 Australian NFP Service Types?
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are suspicious of one another and are constantly holding each other to ac-
count.?® This role is not necessarily separated from non-profit as either gap-
filler or preferred provider. As direct service providers, non-profits are viewed
as both more trustworthy and efficient than large government bureaucracies
especially when it comes to accurately representing their needs.?” In theory,
they have the flexibility to respond more quickly to the needs of their clien-
tele. In each of these partnership arrangements there are consequences for
NFP organisations establishing closer relationships with government agen-
cies. Areas where non-profits are vulnerable include: (1) becoming more
bureaucratic in response to government reporting requirements; (2) spend-
ing more time pursuing philanthropic donations than on services; (3) paying
more attention to the mission and staff of the non-profit than the clientele;
and (4) not delivering services effectively or at all.?®

Scholarship around partnerships between government and non-profits
seems to be in agreement that they are ever more the norm than the excep-
tion in developed countries (McLoughlin 2011, p. 241). Governments see
the benefits of partnership arrangements as they have a variety of reasons
to pursue them including wanting to make sure that particular services are
delivered in a high-quality way without interruption. Although the litera-
ture on these partnerships reflect inherent tensions between governments
and non-profits including the management for partnership as well as how
best to deliver and regulate services, the overall consensus at the macro level
is that these partnerships are desirable for governments and the non-profit
sector.”’

Earlier iterations of government-NFP partnerships, starting in the 1990s,
could largely be characterised by government setting the agenda and terms
of engagement, including gag clauses preventing the NFPs from comment-
ing on government policy affecting their clientele. More recently, NFPs have
pushed back for the right to advocate and openly challenge government
policy and in so doing have begun to shape the terms of the partnerships.*
The literature cautions against viewing the government as a unitary body,
however, where different departments of the government have more sector-
specific views about their relationship with NFPs. The formal contracts be-
tween government departments and NFPs are not sufficient, by themselves,
to fully encourage the development of partnerships between government
and NFP agencies. In fact, actor-oriented leadership in the dialogical, inter-
organisational interface can make a profound difference to the success of the
partnership and the outcomes for clientele.’! The relational element where
trust, goodwill and collaboration are built lead to the most well-rounded
solutions for service provision.

Some private sector organisations in Australia also provide funding to or-
ganisations via corporate sponsorships. Sponsorship is particularly common
in the arts. However, it is also used to support social purpose organisations
to finance (what is likely to be) a high-profile event or campaign. Box 1
provides a case study of one organisation in Melbourne that works together
with the NFP organisation on goals of mutual interest. In such contexts,
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corporates will typically seek to promote their brand to existing or new cus-
tomers through the initiative. The sectors receiving significant philanthropy
were environment, development and housing, law, advocacy, philanthropic,
international ($3,194m—37%); religion ($1,805m—20%); social services
($1,240m—14%); and culture and recreation ($1,082m—12.5%).%> The
observations of the NFP sector of corporate participation suggests there are
some crucial elements to the relationship that need to be present for corpo-
rates to consider partnership arrangements. These elements include:

1. Prioritising issues: corporates supporting organisations that address so-
cial problems and needs that align with their own interests (e.g. educa-
tion, health, the arts, etc.). For many corporates, these issues are aligned
with their commercial priorities and focus

2. Matching geographies: corporates supporting organisations that oper-
ate in the same communities and locations as they do

3. 3. Picking growth stages: corporates supporting organisations at a par-
ticular stage (or cycle) of growth (e.g. start-ups, new initiatives or or-
ganisations looking to scale)

4. Supporting staff: corporates supporting organisations that their own
staff already support, often resulting in matched giving programs, to
maintain and deepen the relationship

5. Engaging partners: corporates seeking opportunities to work alongside
organisations to deliver programs and activities, including through vol-
unteer opportunities.

Within Australia, property group The GPT Group (GPT) is an example of a
corporate whose giving program demonstrates a number of the above trends.
In particular, GPT’s giving program focuses on sector priorities (including
environmental sustainability, healthy living, social inclusion and learning and
employment); supports partners in set geographies; and provides opportuni-
ties for employee engagement. GPT’s approach also looks to support partners
that deliver on business objectives, such as brand and reputation.

Box 1: Partnership to Support for the homeless in
Melbourne?*

STREAT’s partnership with The GPT Group (GPT) began in 2010 with the
opening of a STREAT coffee cart in Melbourne Central. Over the last year,
STREAT’s pilot site with a monthly casual lease has evolved into a five year
commercial agreement, becoming Melbourne Central’s first social enterprise
tenant.

Since opening its doors at Melbourne Central, STREAT has served more
than 319,000 coffees and trained more than 175 young people who were
homeless or at risk of homelessness. Beyond the direct benefits for the young
trainees, the cart and subsequent kiosk has played a key role in boosting
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STREAT’s volunteer ranks and developing a loyal customer base. GPT also
provides ongoing support to STREAT, helping to organise and promote other
fundraising activities at the centre such as ‘Sleepless in September’—a sleep-
out at Melbourne Central which raised $48,000 towards STREAT’s youth
programs last year.

The co-founder and CEO of STREAT, likens the start of the relationship
to dating where both parties tested the waters to see whether there was align-
ment between their priorities. After seeing how each operated and the early
results, both organisations committed to the relationship and are now looking
at opportunities to scale.

(Source: Pro Bono Australia, 2014)

Government Role to Regulate

Given the importance of the benefits to both current and future generations
of Australians, it is vitally important that the NFP sector is well regulated
so that it remains accountable to the communities it serves.”* In Austra-
lia, regulation is seen as a vitally important mechanism towards ensuring
that organisations, which exist for the express purpose of serving the public
good, actually fulfil their mandate to do so. In regards to the NFP sector, the
Australian Government has taken different positions over the past decade.
It is the dual role of government as regulator and government as partner
that has been a critical source of friction between federal agencies and NFP
organisations. Submissions made to various parliamentary inquiries argue
that the NFP regulatory environment has been overly complex and that
action should be taken to reduce the regulatory burden on the sector. With-
out reductions in the burden NFPs argue they will be unable to achieve
the efficiencies and more effective operations that makes them suitable as
implementation partners. In 2012, the Australian Government established
the Australian Charities and Non-profit Commission (ACNC) as a vehicle
with the intended purpose of improving the quality of management of NFP
organisations. In order to put some stability into the sector, and champi-
oned by the Association of Chartered Accountants, the ACNC was commis-
sioned with the goal of putting some structure into a sector with variable
public oversight across localities while at the same time reducing regula-
tory and reporting burden on NFPs. The establishment of the ACNC as an
independent regulatory agency was a major development in the maturation
of the NFP sector and formalising aspects of the sector’s relationship with
the broad range of government departments and agencies. The focus of the
ACNC was to be on two specific areas: that they provide the public goods
and services claimed in an efficient and transparent way; and, that their
volunteer boards operate the charities in a transparent manner. Embedded



64 Stephen Jones

in the establishment of the ACNC was legal clarity on the different forms

of charities and NFPs and tailored reporting that allowed the public and

funders to understand the financial health of these organisations.3
Principles underpinning the ACNC regulatory approach include:*

e Fairness: presumption that lack of compliance is more to do with lack
of understanding or error than intentional fraud. ACNC is committed
to responding proportionally and consistently in its role to uphold poli-
cies and procedures.

o Accountability: ACNC strives for transparency and mutual understand-
ing with all stakeholders to charitable organisations.

o Integrity: “The ACNC is committed to acting with integrity, adhering
to Australian laws and the Australian Public Service’s Code of Conduct
and Values, as well as our organisational values.”

o Independence: “ACNC is an independent statutory office holder with
its own budget. ACNC reports annually to Parliament.”

e Respect: ACNC is committed to engaging with charities and their stake-
holders in order to make informed decisions while respecting the au-
tonomy of the charities.

Australia’s NFP sector is similar in some respects to the USA, the UK, New
Zealand and Canada but has distinctive characteristics. In many ways the
Australian NFPs are younger than the NFP sectors in these other countries
as evidenced by the relatively late, and highly-contested, appointment of the
ACNC as a NFP regulator.’® Despite various objections to the existence of
the ACNC in the political discourse there has been a high level of support
within the NFP community. Surveys of NFP organisations since 2013 re-
veal a strong preference for a quasi-independent body to manage regulation
over the traditional monitoring and control by the Australian Tax Office.
Over 80% of NFP organisations surveyed support the establishment of the
ACNC. There is a strong preference for the regulatory approaches of the
ACNC (44%) in comparison to the tax office (6%). The NFP sector con-
tinues to argue that reducing unnecessary regulations and compliance costs
should be a high priority for the ACNC. The ACNC continues to survive
political challenges to its existence by the newly elected federal government
with a renewed effort to minimise the bureaucratic reporting requirements
imposed on charities as a result of regulation.®

The decision to retain the ACNC in a highly-contested policy space re-
mains in many ways ‘dysfunctional’ with the burden of compliance and
managing partnership relationships with various government departments
still falling to NFP agency staff. There is no agreement in the literature pre-
ceding the formation of the ACNC as to the desirability or appropriateness
of partnerships between government and NFPs. One concern for leaders of
not for profits has been that the government and NFPs cannot truly be col-
laborative partners because the government has both the top-down power
and the financial leverage.** A second concern is the reliance on customers
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to be able to make the optimal decisions when choosing who they want
to provide their social services.*! Partnerships are not ipso facto good or
bad, but in order for NFP partnerships with government and, secondarily,
private sector companies, it is important to keep the original purpose of the
NFP in frame.

If governments expect NFPs to show value per dollar spent as the primary
measure of the partnership’s success, then the strategic organisational form
needed within NFPs is challenged. In this scenario, NFPs must meet the re-
quirements of the funding body and the needs of the client base with limited
material and human resources.*> While in many ways government agencies
state they prefer partnership arrangements there are ongoing issues that re-
flect the fundamental conflict of the principal/agent relationship. The next
section will outline many of the key concerns raised by both government
agencies and NFPs on the nature of the partnership arrangements.

Partnership Challenges

In the past some government agencies have expressed concern about the
capacity within the NFP sector to undertake the management and admin-
istration of government programmes. The field of NFPs with the capacity
to undertake much of the work available has been limited and it has been
difficult to attract new entrants to make submissions through tender pro-
cesses. Perhaps the first and most significant challenge is the overall view
taken by a government agency and its staff to the concept of a partnership.
As the ‘principal’ in the partnership relationship, government agencies wield
tremendous power in terms of the contractual arrangements that determine
the role of the relevant parties. Survey data suggests there are varying views
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across agencies as to exactly what they mean by a partnership. Some prefer
to maintain a top down approach that closely monitors and controls pro-
gramme delivery, programme quality and safety. Other agencies seem to
adopt an almost casual relationship with their partners where the arrange-
ment is ‘by intention and not in a legal sense’.** Other agencies adopt a more
equal arrangement that reflects the nature of a true partnership agreement.
In these partnerships there are strong consultation arrangements through-
out the policy development and implementation stages.

The approach taken by the partners will largely determine the operation
of the partnership, and in many respects the outcomes it achieves. When
asked if they experience any difficulties in establishing an effective and effi-
cient partnership, many agencies and their staff blame the NFP organisation
for the problems. Figure 4.3 highlights some of the gaps that many govern-
ment agencies existed in the capacities of NFP organisations. Agencies focus
on what they see as weaknesses in the NFP organisation including poorly
qualified staff and high staff turnover. They further criticise the NFPs for
having objectives and priorities that are different from the government or
that the requirements of the government are too high and onerous. Those
agencies that take a more consultative approach to the partnership arrange-
ments argue there may be issues on both sides. They take a more consulta-
tive and innovative approach that investigates and trails new approaches
to areas such as monitoring and evaluation, contract arrangements, gover-
nance and accountability and risk management.®

For their part leaders of NFPs have been raising issues they find chal-
lenging in partnership arrangements with the federal government. A 2015
Senate Inquiry into the community service tendering process by the federal
government revealed a range of issues that impact on the capacity of NFPs
to undertake their contractual obligations when partnering with the gov-
ernment. At the fundamental level NFPs point to the contract terms and
conditions as a key factor undermining their efforts to support and improve
community outcomes.* The restrictions placed on funding allocated to pro-
grammes, and the inconsistency of this funding for any longer than three
years, have both been restrictions and reduced NFPs flexibility in identifying
needs in the communities they have been contracted to serve. This is par-
ticularly serious as it places many NFPs in highly precarious situations. On
the one hand if they meet the contractual demands they will satisfy one as-
pect of the partnership arrangement. However, in meeting these contractual
demands they risk failing to meet the requirements of the community they
have missional obligations to serve. This is a self-defeating approach as the
NFPs are selected as partners by the government on the basis of their capac-
ity to meet the social demands of their clients. For these reasons NFPs have
been claiming the contractual arrangements have challenged and ‘in some
cases destroyed, relationships and collaborative partnerships’.*” Regarding
social safety net services, such as social housing, veterans’ affairs and unem-
ployment assistance, there are intractable problems requiring ongoing and
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long-term commitment by government in order to continually meet variable
needed in these two areas among others. In these instances, clear policy
objectives need to be articulated, paired with funding transparency, and
appropriate regulation.*® In other instances, contractual terms have bound
organisations together, irrespective of different operating methods, distinct
missions and organisational governance methods. Such approaches again
fail to maximise the opportunities of the distinctive nature of many NFPs
that make them attractive as partners in the first place.

Gag clauses have been a long-standing cause for concern that prevent
NFPs from advocating on behalf of their clients that have added extra pres-
sure to the NFP sector and the collaborative nature of partnerships with
government in Australia. Government agencies have demanded that NFPs
not criticise the governments that provide more than 50% of their funding.
While the gag clause was removed at the Federal level in 2013 (Freedom to
Advocate Bill 2013) it is only partially removed by state governments. The
impulse to restrict democratic freedoms to advocate on behalf of the vulner-
able remains active among some ministers at the state and federal levels. The
larger problem with periodically tying government funding to non-criticism
clauses is that principles of participatory process and collaborative gover-
nance are put at risk in so far as NFP organisations accurately represent the
citizens claimed.* The Australian Council of Social Services (ACOSS) ar-
gues that confidentiality requirements make it impossible for organisations
to identify the level of resources and how to best use them within certain
communities or population groups.’® From a public policy perspective this
weakness prevents NFPs from fulfilling a critical partnership role of provid-
ing policy learning that could contribute to the improvement in the delivery
of service to vulnerable communities. Other areas of concern expressed by
the NFP sector include:

Micro management
e DProliferation of service agreement and contracts—cocktail funding &
reporting
Short term funding arrangements for long term problems
e Sub-contracting through lead agencies
Variability across government agencies

Data gathered on NFP perspectives reflect that this partnership relation-
ship is not satisfactory, in palpably dissatisfactory ways, regarding these
same reporting requirements, which are viewed as micro-managing ser-
vice delivery with short-term government contracts.’! From the informa-
tion outlined above it seems there is a disconnect between the government’s
view and the NFPs’ perspectives on program improvement. Government
program respondents tend to be more optimistic about the effectiveness of
current arrangements, and the future of those arrangements, than NFPs.’?
The relationships between NFPs and government agencies remain subject
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to political interference and electoral cycles that create new agendas for
change. The need for reform remains an ongoing issue where NFPs remain
in a weak negotiating position with government agencies that hold the fi-
nancial and political power. The next section will attempt some insights on
the future directions these partnership arrangements may take.

Future Directions

Despite the benefits acknowledged by the agencies some scholars have
argued that the application of neoliberal principles to the NFP sector has
actually caused a cultural and institutional shift away from relationship-
based service provision and a consequent diminution in the quality of ser-
vices provided.” There are, of course, some advantages to both government
and the NFP sector in ensuring that partnership arrangements work effec-
tively in the delivery of services to those who need them the most.

Government agencies continue to prefer market based approaches, such as
competitive tendering, not only for logic related to NPM ways of thinking,
but because of concern to reduce risk around fraud and lack of appropriate
governance.”* One of the challenges is towards achieving a balance between
the government’s need for stringent reporting requirements against the NFP
sector’s limited capacity. Recent recommendations are that reduced red tape
for NFPs can be achieved by streamlining and standardising these require-
ments across federal, state and territory agencies reducing the financial re-
porting burden to NFPs.>> Moreover, it would reduce the compliance burden
for NFPs. In 2016 the ACNC commissioned a report on options to reduce
reporting requirements for ACNC registered charities. The report is a follow-
up to 2013 research by the ACNC on reporting burdens on the charity sector
produced by regulatory requirements. The 2016 report found that the great-
est administrative, cost and reporting burden is related to fundraising due to
differences between jurisdictions at the state, territory, Commonwealth and
even international levels.’® There are areas that charities have identified where
reporting requirements (e.g., regulatory burden) can be reduced. These in-
clude streamlining and updating requirements to stay current with legislation
and the pace of the charitable sector. By far the most attractive suggestion was
that the ACNC would be a centralised entity for reporting on fundraising,
taxation and incorporation across multiple jurisdictions.

In 2010 the Productivity Commission identified a willingness within the
federal government agencies to improve relationships with NFPs. Agency
staff recognised the difficulties in administering programmes and forming
effective partnerships.’” The submissions to the 2015 Senate Inquiry into
social services reveals that many of the ideas raised by the Productivity
Commission remain relevant. Some of these ideas include:

e Increasing flexibility in relationships; for example, creating consultation
groups and discussion panels and establishing client centred arrange-
ments (outcomes based).
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e Increasing the capacity of NFPs; for example, working with peak bodies
to build sector capacity, providing targeted infrastructure investments
such as developing frameworks for best governance and business prac-
tices, training for staff and developing new standards.

e Better coordination and consistency in program requirements; for ex-
ample, developing shared responsibility agreements, increased use of
multi year agreements.’®

There seems to be little doubt that there will continue to be an increase in
demand for NFPs to deliver government services. This appears to be driven
not only by the success of past and current engagement experiences but also
by a public recognition and preference for the NFP sector to deliver these
services. Public surveys have long revealed a preference for the NFP sector
by people who said they had used a community service:

e 85% of people agreed that non-profit organisations should operate
community services

e 47% agreed that for-profit organisations should operate community
services.

e 57% said they preferred services run by non-profit organisations.*’

In 2014 the ACOSS submission to the Australian Government inquiry
into the not-for-profit sector listed 10 recommendations. These include:
using ACNC’s eight principles of good charity regulation as a NFP sectoral
benchmark, protecting the independence of the NFP sector, reducing red-
tape, and effectively using the meaningful data already gathered to guide
policy decisions.®® It remains to be seen whether the ambitions of public
sector agencies and the desires of the NFP sector will be realised through
recognition of the changes needed by political decision makers. The political
will to change the dynamics of the government/NFP partnership arrange-
ments will ultimately serve the interest of stakeholders involved in service
delivery and most importantly the most vulnerable members of our society.
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5 Corporate Social Responsibility,
Government, and the
Balancing Act

Kenneth Wiltshire

Introduction

Leaders are jugglers.

This is more so in the Not-for-Profit sector than any other, where one of
the biggest juggling acts is balancing relationships with government on the
one hand, and with the private sector on the other. While these partnerships
can play a vital role in helping Not-for-Profits deliver their vision and mis-
sion to the benefit of their clients, it is crucial that leaders of Not-for-Profits
understand the motivation and the drivers of these suitors, as well as some
of the risks involved (Figure 5.1).

Funding

Corporate Social
Responsibility

A4

Government Not For Profit
Advocacy and
Partnership

Corporates

Figure 5.1 The Juggling Act

The Government Equation

The government interface has long been a factor for the sector, involving
funding, taxation, regulation, and the need to lobby governments on behalf
of clients to fulfil the mission of the organisation and maintain its sustain-
ability. This in itself is a delicate operation since no sensible leader would
want to bite the hand that feeds the organisation; at least not too often.
That in itself can become more problematical since there have been several
instances where governments have punished organisations who have dared
to speak out against government action or policy. There have even been
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shameful examples of governments who have written clauses into funding
arrangements forbidding public comment by the recipients of grants. This,
together with the tendency of some governments to suddenly modify, reduce
or even terminate program funding, has led many experts to advise Not-for-
Profit organisations not to become too dependent on government grants as
part of their revenue mix. A notional cap of 30% is often advocated.

Unfortunately, there is a tendency for program staff of Not-for-Profits to
become hypnotised by government funding and support in the belief that it
conveys some kind of imprimatur or legitimacy for the programs involved.
This often leads to their developing a symbiotic relationship with the gov-
ernment bureaucrats administering their program funding. Imagine their
surprise when the grant is often threatened as a result of government cut-
backs or the ubiquitous ‘reviews’ which have become so commonplace,
not to mention the vagaries of elections. Indeed, the shortness of the elec-
tion cycle, (usually three or four years maximum), does not sit well with
the 5-7 year cycle required to demonstrate the effectiveness of, say, a
welfare, health, education, or housing program. It is crucial that the CEO
and Board members of the Not-for-Profit do not become entrapped by
this phenomenon.

This is not to say that Not-for-Profit Leaders should not take advantage
of opportunities provided by various contemporary public sector reform
platforms. These trends include—

Privatisation

Funder/Purchaser/ Provider Splits

Contracting Out/Outsourcing

Contestability and Competitive Tendering

Public Private Partnerships

Joint Ventures

Franchising

Community Ownership Programs with Government Empowerment
Consumer Directed Care (despite mixed results with consumer choice
and voucher schemes)

Indeed, many of these initiatives have allowed Not-for-Profits to obtain
actual ownership of public assets and the care of the associated clients. Oth-
ers have enabled beneficial partnerships with the public sector particularly
in service delivery where Not-for-Profits are invariably superior given their
intimate knowledge of their clients and their needs, and have a strong record
of compassionate care.

The challenge for the Leader of the Not-for-Profit is to analyse carefully
what is on offer from governments and only enter into these initiatives if
there is symmetry with the mission and potentially significant benefits for
the clients. There is no harm in letting a government sale or a grant offer sail
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by the window if they do not meet these tests. The same will be true if the
government, through such mechanisms, tries to encourage amalgamation
between Not-For-Profits, something which is becoming a more common, if
subtle, motivation for governments who see possible reduced overheads in
such moves, leading to their being able to reduce government funding of the
relevant programs.

The Leader also needs to be courageous in standing up to coercion from
governments who are trying to push them into these sometimes ideologically
based programs. This is best done initially in a direct and confined manner,
using evidence based arguments, but, if public action including resort to
the media becomes necessary, it is best handled by the sector as a whole, or
affected groups of organisations in the sector acting together. These are situ-
ations where an effective peak body for the Not-for-Profit sector becomes
essential, especially one with a research/evidence based advocacy team.

Corporate Social Responsibility CSR

Not-for-Profit organisations have long enjoyed support from many private
sector companies and entities, including sponsorship and donations in cash
and in kind. Frequently, personal and institutional linkages have developed
and personal connections have often played a large part, especially with
founders. In recent times these relationships have become more widespread
and formalised through the upsurge of what is now known as Corporate
Social Responsibility (CSR). There are few definitions of CSR because it
comes in many shapes and sizes. One comes from the World Business Coun-
cil for Sustainable Development:!

“Corporate Responsibility is the continuing commitment by business
to behave ethically and to contribute to economic development while
improving the quality of life of the workforce, their families, and the
local community and society at large. More than goodwill, corporate
community involvement, or strategic corporate philanthropy, corporate
responsibility is a genuine attempt by a company to build meaningful
relationships between the corporate sector and the rest of society.”

Rather than being actually defined, CSR tends to be conceptualised, and
this conceptualisation includes the following strands:

e Business Ethics: Some see CSR as simply a component of business ethics
which embraces concern for something more than just profits, including
community welfare.

o Corporate Citizenship: Being a ‘good corporate citizen’ has become
something of a mantra these days and there are, once again, several
perspectives of the concept. The three most common ones are:
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The limited view where CSR is seen as simply corporate philanthropy.
An equivalent view where CSR equals corporate citizenship.

* An extended view where CSR extends to the political role of a cor-
poration in society.

o A globalisation conceptualisation: CSR is intimately related to universal
concern for the environment, absence of exploitation, and elimination
of bribery and corruption. There are of course international and cul-
tural differences in approach.

e Beyond the Triple Bottom Line: The boundary for corporate behaviour
is pushed even beyond the triumvirate of concern for profits, people,
and the environment, to include the values mentioned in the other con-
ceptualisations including particularly ethics, role modelling as corpo-
rate citizens, wellbeing of communities and nations etc.

In relation to potential partnerships with Not-for-Profits we consider Cor-
porate Social Responsibility to be a deep commitment which must involve
more than just sponsorship, joint advertising, philanthropy, or donation
schemes. It must involve physical engagement between the staff of the two
partners and joint activity in the work of the Not-for-Profit. Good examples
from Australian experience include the way the two major airlines Qan-
tas and Virgin have participated in the actual work of charities and where
senior executives of the corporates have devoted a number of days each
year in mentoring and training staff of the charity; or the Broncos football
team which has actively worked with staff of IUIH, an indigenous health
organisation, through the innovative Deadly Choices program to encourage
health checks and subsequent follow up.

Once again, Not-for-Profit leaders need to understand the drivers and
motivation for CSR before they enter this arena.

The Drivers of CSR

The CSR phenomenon of the past two decades has been driven by both pos-
itive and negative forces. Scandals have often revealed unethical and anti-
social behaviour which has caused companies to reform their practices and
revisit their values base. If these scandals have caused crises including cor-
ruption, exploitation, and even destruction and death, such remedial action
will follow more swiftly, either voluntarily or at the behest of the law and
revision of regulation. The spread of ethical consumerism has had a salu-
tary effect on the behaviour of companies worldwide and, along with social
awareness and education, has prompted many to consider the formal adop-
tion of CSR policies and strategies, which lead as well to ethics training. Of
course, companies have been forced to address their corporate responsibili-
ties by sheer laws and regulations introduced by governments across many
areas of business activity, often in response to scandals or catastrophes.

All of these factors enter the equation in a stark manner when a competi-
tor adopts CSR as a policy. So too when Generation Ys and Millennials,
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who are often attuned to global ethics and are being interviewed for a job,
ask the company’s interviewers whether the company has a CSR policy and
practices. This is becoming an experience of growing frequency.

The Motivation for CSR

The business case for CSR was well expressed by one of the pioneers of the
approach, Anita Roddick, founder of “The Body Shop’, when she stated that
“Being good is good business.” The argument is that it will result in more
satisfied customers, attract committed employees, create brand differentia-
tion, and achieve competitive advantage.

It will also serve as an aid to risk management and achieve long-term
benefits from trading in a safer, better educated, more equitable, stable
environment. Moreover, if businesses take voluntary action of the CSR
kind, this will forestall regulation and will increase independence from
government.

The Sceptics

Of course, there are sceptics regarding these arguments. Some say CSR is
merely a cloak for self interest and profit maximisation, and the motives are
questionable.

There is also a broader line of attack on the whole CSR concept by the
likes of Milton Friedman, and ‘The Economist’ magazine (until recently),
who simply say that CSR is contrary to the value and purpose of business;
in fact it is not the role of business at all, and can also be anti—free trade.

Despite the persuasive language and argument surrounding the business
case for CSR it is almost impossible to measure any causal relationship be-
tween CSR and the profitability of an enterprise, even though a significant
improvement of morale within the organisation may be observed. It is also
not clear whether CSR has contributed to financial success, or whether fi-
nancial success has enabled the firm to ‘indulge’ in CSR.

This conundrum is well summed up in the statement, “It is not so much a
matter of whether profit subsequently arises from social actions, but whether
profit or altruism was the main reason for the action in the first place.”

The Moral Arguments for CSR

Given the ambiguity surrounding the real motivation to adopt CSR, its
advocates often stress moral arguments. They include:

e Corporations can cause social problems (such as pollution) and hence
have a responsibility to solve those problems they have caused and to
prevent further problems arising.

e Aspowerful social actors, with recourse to substantial resources, corpo-
rations should use their power and resources responsibly in society.
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e All corporate activities have social impacts of one sort or another,
whether through provision of products and services, the employment of
workers, or some other corporate activity. Hence corporations cannot
escape responsibility for those impacts, whether they are positive, nega-
tive, or neutral.

e Corporations rely on the contribution of a much wider set of constitu-
encies, or stakeholders in society, (such as consumers, suppliers, local
communities), rather than just shareholders, and hence have a duty to
take into account the interests and goals of these stakeholders as well as
those of shareholders.

One way of conceptualising the nature of Corporate Social Responsibility
is contained in the summation of the responsibilities of companies set out
in Table 5.1.

Table 5.1 Corporate Social Responsibility and the social context

Corporate Social Social Context
Responsibility

Philanthropic responsibilities Desired by society
Ethical responsibilities Expected by society
Legal responsibilities Required by society
Economic responsibilities Required by society

Strategies and Stances

It has also been observed that companies have adopted several clearly iden-
tifiable strategies regarding these responsibilities. They have been catego-
rised as:

e Reaction: The corporation denies any responsibility for social issues e.g.
by claiming they are the responsibility of government, or by arguing
that the corporation is not to blame.

e Defence: The corporation admits responsibility but fights it, doing the
very least that seems to be required, or adopting a superficial public
relations approach.

e Accommodation: The corporation accepts responsibility and does what
is demanded of it by relevant groups

e Proaction: The corporation seeks to go beyond industry norms and an-
ticipates future expectations by doing more than is expected.

This conceptualisation is taken further by experts in business strategies
who have identified Corporate Social Responsibility stances which have
been taken by firms and the role of leadership in each of the stances. This
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approach is also useful for leaders of Not-for-Profits and social enterprises
in considering potential partners. For example, Angwin et. al identify four
basic approaches taken by firms:?

e Laissez-faire: role is just to make a profit, observe legal compliance, pay
taxes and provide jobs, defensive to outside pressures.

o Enlightened Self Interest: CSR makes sound business sense, reactive to
outside pressures.

o Forum for stakeholder interaction: Good for sustainability or triple
bottom line, proactive in social issues.

e Shaper of Society: engaged in social and market change, taking a defin-
ing role in society.

The outcome of these Corporate Social Responsibility strategies and
stances may include the development of social policies, social programs,
and social impacts. These might include country-based projects, commu-
nity development projects, changes to employment and HRM policies and
practices, refinement of purchasing and financing policies, health programs,
education and training. Most importantly it will often lead to partnerships
with Not-for-Profits and NGOs.

Incentives

There are powerful incentives nowadays for companies to adopt these strat-
egies. Stock markets often have indices such as the FTSE 4 Good Index,
which is an evaluation of the CSR performance of companies. Superannua-
tion funds usually have a ‘responsible investment’ category. Social account-
ing standards have been developed such as various ISO categories, triple
bottom line measures, sustainable development reporting such as the Global
Reporting Initiative and Green Globe. The UN Global Compact reports on
progress towards ten universal principles, and the UN Experts on Interna-
tional Accounting standards provide voluntary technical guidance on cor-
porate social responsibility reporting.

A very pungent measure has been the UK Business in the Community/St.
James Ethics Centre ‘Corporate Social Responsibility Index” whose weight-
ing of corporate behaviour is set out in Table 5.2.

Of course, there are many other incentives for companies to adopt Corpo-
rate Social Responsibility programs, especially where these involve intimate
partnerships with effective Not-for-Profit organisations. This includes the
sheer inner and outer glow which can surround the whole organisation in
both tangible and intangible forms. It means a lot to the corporate commu-
nity of employees and shareholders to be recognised as a good corporate cit-
izen with a sincere desire to make a difference in the world by encouraging
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Table 5.2 Weighting of Corporate Behaviour as part of Corporate Social Respon-
sibility Index

Corporate Behaviour Weighting

Corporate Social Responsibility 10%
Strategy

Integration across the business 22%

Management of corporate 26%

responsibility within business
across sections of community,
environment, market, workplace

Performance and impact in a range 36%
of social and environmental
areas

Level of assurance provided by 6%
participants

recognising and supporting those who serve at the front line of bringing
hope into the lives of the worthy and needy.

The Leadership Challenge and the Balancing Act

Thus emerges the balancing act confronting the leader of a Not-for-Profit:
“How to maximise the benefits and avoid the pitfalls of partnerships with
both government and corporate sectors?” For it can be a delicate act indeed.
Essentially it involves catching and surfing the potential waves of support
while avoiding being dumped or wiped out.

In relation to engaging with both potential partners, the dumpers can
involve coming to see ‘citizens’ as merely ‘clients’ and thereby transforming
a former personal client relationship into a purely contractual one. Another
danger is becoming contract-driven so that goal displacement occurs and
the aim becomes securing contracts rather than providing a service. It is
also possible to become too dependent on donors, and even tailoring bids
to donor’s wishes. The brand can be weakened by too close a relationship
with these partners, especially if they seek to take all the credit for the results
being achieved. The credibility of the Not-for-Profit can also be tarnished by
partners. Binding partnerships may also jeopardise capacity to lobby both
governments and corporates on social and community issues of importance
to the Not-for-Profit. It can also occur that the Not-for-Profit starts to mimic
aspects of the partner’s behaviour including becoming top heavy in staffing
at the expense of front line resourcing and attention.

Taken to extremes these trends can cause a wipe out for an unprepared
Not-for-Profit especially if the leader and staff start to look, sound, and
speak like bureaucrats or capitalists, lose credibility and ruin the brand.
There is also a real danger that close identification with one or other partner
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will narrow the traditional support base of the Not-for-Profit as its members
become disenchanted or feel there is no longer any need for their support or
funding. “We’ becomes ‘they’. In short, the potential exists for the Not-for-
Profit to be exploited and be seen as just an arm of government or business.
In other words, it can lose its raison d’etre.

By the same token there are real potential benefits for an astute leader
of a Not-for-Profit who can see emerging trends in both public and pri-
vate sectors, identify niches and opportunities associated with these trends,
and develop innovative ways and programs to help these potential partners
achieve their goals without compromising those of the Not-for-Profit. The
foundation must be a good fit between the vision and mission of the Not-
for-Profit and those of its potential partner.

Benefits may include:

Direct tangible benefits to clients

Increased funding particularly for priorities in difficult arenas
Support from a wider than traditional support base
Enhanced sustainability

Skills enhancement for the organisation

Boost to staff morale

More impetus to be able to mobilise the community to address the
mission

Enhance the image of the organisation

Influence Public and Business policy

e Raise the status of the whole NFP sector.

In this scenario, the Not-for-Profit leader who is carefully surfing for part-
nerships will be catching the breakers for a rewarding ride to the shore for
all concerned, especially the current and future clients of the organisation.

Notes

1. World Business Council for Sustainable Development. “Corporate Social Respon-
sibility: Meeting Changing Expectations,” World Business Council for Sustain-
able Development: Geneva, 1999, 3.

2. Angwin, Duncan Neil, Gerry Johnson, Richard Whittington, Patrick Regner and
Kevan Scholes. “Exploring Strategy,” (2017).
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Leadership in Practice: Institute
For Urban Indigenous Health

Introduction

Amongst all the issues facing indigenous Australians, health has long been
the most important concern. With no discernible improvement in indigenous
health over the decades a sense of doom and gloom has pervaded discussions
of the matter despite successive rollouts of often well meaning, but usually
misguided, government initiatives involving both incentives and penalties.
The key focus for health, welfare, education, and employment, has come to
be captured in the phrase ‘Closing the Gap’ between the indigenous and non-
indigenous population, but little has been achieved nationwide to date.

Into this scenario stepped the creation of the Institute for Urban Indig-
enous Health, when four separate indigenous health associations based in
different parts of South-East Queensland decided in 2009 to form IUIH as
a regional, community controlled confederation whose key focus would be
the improvement and advancement of the health of indigenous peoples of
the region. IUIH is a company limited by guarantee under Corporations
Law. Its vision is to reduce the disparity in health and well-being experienced
by Aboriginal and Torres Strait Islander peoples in South East Queensland
through access to comprehensive high quality and timely primary health
care services, integrated with the broader health and human services system.
The values of IUIH are laden with concepts such as community, cultural
respect, holistic approaches, excellence, stewardship and collaboration.

The four members of IUIH who founded and now own IUIH are:

e the Aboriginal & Torres Strait Islander Community Health Service
(ATSICHS) Brisbane Ltd;

e the Kalwun Health Service;

e The Kambu Medical Service; and

e The Yulu-Burri-Ba Health Service

Each of these organisations is located in separate parts of the South East
Queensland region.

Some idea of the scale of health service requirements can be seen when it
is realised that the indigenous population of the South-East Queensland, is
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more than the total indigenous population of each of Victoria or South Aus-
tralia, more than two thirds of the indigenous population of the Northern
Territory, and more than half of the total indigenous population of Western
Australia. The indigenous population of South East Queensland is projected
to be over 100,000 by 2031.

The Results

Past data has shown that the life expectancy of indigenous people in the
region has been 12 years less than that for all Queenslanders, the gap being
identified as due to cardio vascular (29%), diabetes (16 %), chronic respira-
tory (11%), cancer (10%) and mental (9%).!

Given the magnitude of this health challenge the results achieved to date
have been nothing short of outstanding. Since the founding of IUIH in 2009
there has been:

e An increase in health adjusted life expectancy by 0.6 years for all pa-
tients and 0.8 years for diabetics, achieved in just 15 months

A more than tripling of indigenous patient access

A 250% increase in visits to GPs

A 2,500 % increase in ‘Health Checks’

A 500% increase in GP Chronic Disease Management Plans

The number of Primary Health Care Clinics in the region has increased
from the original five to 18, also facilitating placements for 307 students
across 16 disciplines. The active patient population is approaching two-
thirds of the indigenous population of the region. Outside of government,
the IUIH network is the largest employer of indigenous people in the region.?

Leadership Challenges

The leadership challenges of maintaining such an organisation are formi-
dable. A key one has been the past reluctance of indigenous Aboriginal and
Torres strait islanders to engage with the mainstream health system itself,
including hospitals and General Practitioner clinics. It is often felt that they
lack an understanding of indigenous issues and cultural factors. Moreover
sheer practical matters such as inadequate transport and accessibility have
proven to be barriers. So the fact that IUTH is community controlled has
been crucial to its success as it generates a feeling of trust and empathy with
the indigenous communities. It also is a key factor in designing services and
support for indigenous patients which are tailored to their situation. Com-
munity Control is seen as the local community having control of issues that
directly affect their community as well as being a practical expression of
self-determination. So a Community Controlled Health Service is an incor-
porated Aboriginal and/or Torres Strait Islander organisation, is initiated
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by a local indigenous community and based in that community, is governed
by an indigenous body which is elected by the local indigenous community,
and is delivering holistic and culturally appropriate health services to the
community which controls it.

However this has also meant a need to counter views of some extreme
white groups (and occasionally politicians), who have attempted to depict
community control as an aspect of segregation and even special treatment.
There has also often been the risk that because governments have usually
focussed their indigenous health initiatives on remote indigenous communi-
ties, there would be a strong temptation for them to attempt to mainstream
indigenous health services in urban areas. Since the health results achieved
by TUIH speak for themselves such views have been easily countered. Also
the TUIH clinics are open to all and have many non-indigenous clients.

Potential for Innovation

The creation of TUIH was also based on the potential for development of
‘new’ models of delivery, and new business models to decrease dependency
on grant funding from government by moving to a social enterprise model
and becoming more community controlled. It would also facilitate the need
for the sector to demonstrate leadership within indigenous specific and
mainstream health system reforms. Coordination and integration would
also open up considerable possibilities to achieve scale, consistency, and
sharing of funding which could be redirected to emerging health challenges
across various parts of the region.

Family

As might be expected the successful operation of the governance arrange-
ments for the Institute poses considerable challenges. The unique design
features a Board made up of four Directors each of whom is appointed by
the four constituent indigenous health authorities and the Board Chair is
selected from their number. They in turn appoint another four Directors
who are skills based, and have mainly been non indigenous.

Integral to maintaining the harmony and synergy of the four indigenous
bodies who make up the TUIH, has been the concept of “family’ which is
deeply embedded in indigenous culture. However it has also strongly de-
pended on the appointment of a talented CEO, trusted by all members of
the family, who can provide the leadership required to maintain such har-
mony and maintain the focus on the main objective—improving indigenous
health. The current CEO Adrian Carson, a well respected youthful indig-
enous leader, has proved adept at meeting this challenge even when some
inevitable differences of view have arisen between some of the membership
organisations. (In all fields of human activity managing any federation or
confederation is always a hazardous occupation.)
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Leading in a Hazardous Environment

Leadership in the very uncertain environment of indigenous health also
requires considerable negotiating skills since managing the interface with
governments and other stakeholders is crucial to the survival of the organ-
isation. Given the complexity of the context in which IUIH operates this
is arguably more of a challenge than that faced by leaders of large cor-
porates. This is especially so in relation to the government interface since
under Australia’s cumbersome federal system responsibility for health pol-
icy and funding is split between national and state/territory governments.
With often no love lost between the two levels of government, maintaining
productive relationships with both requires dextrous skills on the part of
the CEO, not to mention endless plane trips, and an acute antennae and
other monitoring devices to measure the political temperature and wind
direction. This is especially important since all governments keep shifting
organisational responsibility for indigenous health between mainstream
health departments, specially created agencies for indigenous health, and
even Prime Ministers’ or Premiers Departments.

Funding and Sustainability Challenges

IUIH is a Not-for-Profit organisation whose funding comes predomi-
nantly from governments through the healthcare funding systems. How-
ever this arena is fraught with uncertainty and instability for [UIH given
the constant changes in government policies on health funding, espe-
cially that of the Medicare and health grants programmes which have
been subject to constant tinkering and occasionally more radical over-
hauls including sudden withdrawal. The situation is not helped by the
fact that both the Commonwealth and Queensland governments have
operated under maximum, three-year terms, and elections are often held
at even shorter intervals. This adds up to a very uncertain and unstable
environment in which to provide leadership for survival and sustain-
ability. Indeed, IUIH has occasionally been caught in such an electoral
cycle when promised grants have not materialised or time frames for par-
ticular public health programs have been drastically shortened. In these
situations Adrian Carson has convinced the Board that the objective of
improving indigenous health is essential and the organisation should
boldly step out, in faith, dipping into reserves in the hope that previ-
ous promised grants for programs such as the opening of new clinics in
needy areas will be revived. This exercise of faith has generally paid off.
Nonetheless it is all an abject lesson for Not-for-Profits who become very
dependent on government funding.

IUIH funding sources are split between 65.8% in Grant Funding and 34.2
% in Non-Grant Funding, and the latest year saw a 9% growth in Non-
Grant funding.
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Rising to the challenge to diversify the funding base Adrian Carson has
led the organisation into an array of partnerships, sponsorships, and en-
trepreneurial activities. The best known of these initiatives is the ‘Deadly
Choices’ program whereby indigenous people are given access to sporting
and cultural events and other programs and benefits, but only provided they
have a health check and follow up on the results of that check. It has been an
outstanding success causing a dramatic escalation in the number of health
checks and ensuing health treatments. This program has also attracted the
sponsorship and partnership with the Brisbane Broncos, a successful Rugby
League team whose involvement includes publicity, support and advocacy
for indigenous health and indigenous welfare more generally. Other sport-
ing and business organisations, as well as Foundations, have followed the
example and many partnerships have been forged.

The TUIH entrepreneurial approaches have also included commercialis-
ing the ‘Deadly Choices’ program as well as franchising the TUTH ‘model of
care’ which includes skilful use of basic funding to address multiple aspects
of personal health particularly dental health, establishing physical exercise
programs including provision of gyms such as the “Work it Out’ program,
‘“Mums and Bubs’ programs, and cultural programs including intergenera-
tional forums with indigenous elders to improve mental as well as physical
health. Indeed the focus on the health of elders and their continuous engage-
ment is a prominent aspect of IUTH programs.

IUIH is fast becoming a social enterprise as well as a Not-for-Profit.

Leadership through Example and Sound Management

CEO Adrian Carson has a clear leadership and management style which
has been key to the organisations’ success. It includes as a foundation his
philosophy:

e Leaders build consensus—they don’t seek it. . .
Leadersarepositiveaboutthepresentandthefutureoftheircommunities—
they can’t influence the past but can determine the future. . .

e Leaders are authentic—they wuse their individual strengths and
experiences. . .

e Leaders are humble—they understand the privilege and responsibility
of serving their community. . .

e Leaders are readers—they are dedicated to continuous learning.’

Carson has introduced a database which would be the envy of every
large corporate. Figures are readily to hand on health issues throughout the
region, the take-up rate in engagement and health checks, the number of
clients and their illnesses, the deployment of funds and staff, the compara-
tive performance of all clinics, etc. This allows for evidence-based policy-
making and strategy formulation. It has also proven crucial in approaches
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to governments for funding in an era when results based funding is the
norm. The database is invaluable for management decisions, the best exam-
ple being the location of transport needs for clients of the clinics. Transport
for medical attention has been one of the greatest obstacles to provision of
health services to indigenous people in the past and now IUIH has a series
of transport arrangements operating across the region—a key factor in the
success of the organisation.

The Board and staff of TUIH are significantly involved in devising the
strategy for the organisation aided by sound work in use of the database and
continuous environmental scans.

Fostering Leaders

The CEO is well respected and trusted by his staff, both medical and
administrative. He has instituted an effective professional staff development
program and paid special attention to identifying and training emerging
leaders in the organisation. Carson constantly admonishes his team never to
‘play the race card’ i.e. dwell on past injustices to indigenous Australians.
Indeed he seldom engages publicly in the many of Australia’s often ran-
corous debates about indigenous rights, treaties, constitutional recognition,
and perceived racism. His focus is steady on improving indigenous health
although keeping aware of the perceptions of non-indigenous Australians
whilst designing new initiatives.

The CEO has proven to be very successful in his liaison role with all
stakeholder including governments, partners, sponsors, and the media. He
is an effective communicator and advocate for his cause and TUIH effec-
tively uses all the modern social media modalities. However getting tradi-
tional media interested in good news stories (which are abundant in IUTH)
has proven very difficult. Carson possesses a good political nose and ef-
fectively establishes networks which keep him abreast of changes which are
afoot in both public and private sectors. He is always innovative seeking
new opportunities especially for the opening of clinics, seeking new fund-
ing sources, and exploring new modalities of service delivery. Many other
regions of Australia are seeking to replicate the IUIH programs, and the
organisation has received accolades and awards for its model of care and its
sound approach to governance.

The CEO’s outward facing qualities are supplemented by his inward man-
agement capabilities. He is open and accountable to the Board of IUIH and
operates with particular respect for his indigenous colleagues. When a dif-
ficult situation has arisen in one of the four constituent bodies he has taken
the positive step of sending in a ‘Spearhead’ to assist them in addressing the
situation be it financial or management or human. This spearhead concept
of using an experienced and trained person to assist parts of the organisa-
tion on a short-term basis is one that could well be copied by all organisa-
tions, including Not-for-Profits.
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Future Leadership Challenges

As with so many organisations IUIH will have to be careful not to become a
victim of its own success. This applies especially to the rapid rate of growth
which it is experiencing in its client base and its staffing. Welding an organ-
isation of its future size will be challenging, including ensuring that the
organisation does not become too top heavy, making sure that amicable
relations continue between head office and field clinics.

A key challenge is to guarantee that any risks associated with continuing
and future funding avenues are well accounted for in the risk framework
and monitoring of the organisation, because IUIH operates in a very uncer-
tain environment. The past success in diversifying the funding base needs to
continue to mitigate these uncertainties.

Carson himself has enumerated the major challenges for the South East
Queensland Community Controlled Health Services as:*

e Operating and maintaining a strategic focus in an increasingly uncer-
tain policy and funding environment

e Building the evidence base for Urban Indigenous Health and South East
Queensland Community Controlled Health Services—including contri-
bution to ‘social determinants’ of health

e Continuing to build leadership/capacity within the South East
Queensland Community Controlled Health Services.

And what of the CEO himself? For all his many achievements and talents,
he appears to be overloaded in terms of juggling his outward and inward
facing leadership responsibilities. For the sake of the health of indigenous
Australians, he will hopefully keep out of the way of buses, but it might be
time to explore appropriate and innovative approaches to delegation and
load sharing.

Message from the Chairperson

Whatever the future may bring in terms of leadership challenges the organ-
isation has a sound base from which to face them. As the IUTH Chairperson
Aunty Lyn Shipway says:®

“I am proud to state that the range of services now available to our peo-
ple is at least equivalent to, if not greater, than that available to within
the broader health system. Through our integrated approach to plan-
ning, development, and delivery of comprebensive primary health care
to our communities, we have achieved a system of care that the vari-
ous government reforms of the past decade have promised but failed
to deliver. Our approach places the people-our families-at the centre of
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the system, with care and business models developed to ensure that our
services are of the highest quality and sustainable.” (5)

Kenneth Wiltshire

Non-Executive Director IUIH.

Notes

1. Stephen Begg, Theo Vos, Bridget Barker, Chris Stevenson, Lucy Stanley and
Alan D. Lopez. “The Burden of Disease and Injury in Australia 2003,” Aus-
tralian Institute of Health and Welfare, 2007, http://hdl.handle.net/10536/DRO/
DU:30046702

2. Institute of Urban Indigenous Health. Annual Report, 2015/2016: 4.
3. Noted in a presentation to Practice Managers by Adrian Carson, 2016.
4. Institute of Urban Indigenous Health.

5. Ibid.
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6 Financial Sustainability Through
Leadership

David Knowles and Chris Wilson

Introduction—a Brave New World

The non-profit sector is a significant contributor to Australian life in a com-
munity, cultural and environmental sense. It is easy to appreciate this con-
tribution to Australian life, yet overlook the non-profit sector’s enormous
contribution to our economy. According to the Australian Bureau of Statis-
tics (ABS), non-profits contributed $57.7 billion (3.8%) to Gross Domestic
Product (GDP) and employed over one million Australians (9.27% of the
workforce at the time) in 2012-13." Volunteers alone contributed 521 mil-
lion hours of work, equating to $17.3 billion of value-added. As the table
below shows, between 2006-07 and 2012-13, the sector and its contribu-
tion to the economy and Australian civil society grew considerably.

As well as experiencing a period of significant growth, the non-profit sec-
tor is also in the midst of a paradigm shift. Life for non-profits is changing
rapidly, and in many ways dramatically. Non-profit leaders face a future
that looks nothing like the past—one in which they must deal with changes
in government policy, increased regulation and accountability, rising costs,
higher funder expectations, the need to prove impact, systemic change,
tougher competition and the impact of digital innovation.

Adapt or perish is not an exaggeration for many non-profits given what
they face in terms of competition and change. Standing still is not an option.

It is worth noting that the recent significant growth in Australia’s non-
profit sector has been achieved without a proportionate rise in income or
workers, suggesting the sector may have begun to operate on a more effi-
cient basis.>? While non-profits should constantly look for ways to increase
their efficiency, building and increasing financial sustainability is perhaps
the highest priority for non-profit leaders. The importance of securing ad-
equate funding has certainly been reflected in numerous leadership surveys
in recent years and there is plenty of evidence to suggest this issue will con-
tinue to be of critical importance. For example, in the Australian Institute of
Company Directors (AICD) 2016 NFP Governance and Performance Study,
45% of respondents described their income in the next financial year as
highly variable or uncertain.?
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Table 6.1 Contribution of the non-profit sector to the Australian economy

2006-07 2012-13 % Change
Contribution to $34.66 billion $57.71 billion 67%
Gross Domestic
Product
Income $75.99 billion $107.48 billion 41%
Assets $138.06 billion $175.98 billion 26%
Employees 889,900 1,081,900 22%

(Source: Australian Bureau of Statistics)

Australian non-profits increasingly operate in a dynamic environment
populated by a plethora of new competitors and funders who demand re-
sults as well as evidence of need and intent. To adapt and thrive in this new
world, organisations must evolve and leaders must change the way they
think and work.

To build a sustainable funding base in this environment, non-profits must
adopt an enterprising mindset. An enterprising mindset is not a for-profit
mindset, although making a profit or operating a for-profit business may be
an effective way to achieve mission-based goals. Rather, it reflects an astute,
dynamic and commercial approach that recognises non-profits are subject
to market forces and must compete just as hard for support as they strive to
help those they represent. The dictionary defines enterprising as ‘having or
showing the ability or desire to do new and difficult things’ and ‘having or
showing initiative and resourcefulness’. These words sum up the enterpris-
ing mindset non-profits must adopt.

What This Means for Leaders

Embracing and adopting an enterprising mindset requires a different way of
thinking and acting.

To begin with, non-profit leaders must first of all understand and ac-
cept that they work for a social enterprise, in the broadest sense of this
term. Social enterprises, in this context, come in many forms. They in-
clude charities, non-profit groups and a plethora of for-profit groups
with either a clear social purpose or a commitment to shared value. In
essence, regardless of form, a social enterprise is a revenue-generating
business with primarily social objectives, whose surpluses are reinvested
for that purpose in the business or in the community, rather than being
driven by the need to deliver profit to sharebolders and owners.* Re-
spondents in the AICD 2016 NFP Governance and Performance Study
confirmed that their top two priorities over the next twelve months are
responding to changes in their operating environment and diversifying
their income sources.’
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Leaders play a critical role in securing the financial future of their or-
ganisations. With so much competition from an ever-increasing number
of socially-motivated enterprises, non-profit leaders looking to achieve
financial sustainability will need to be proactive, enterprising and
results-focused. They need to adopt a performance-based social enterprise
mentality without compromising their values or their true purpose as a
mission-based organisation. While this may be a real challenge for some, it
is actually a natural and necessary response to the paradigm shift currently
playing out. In this context, leaders need to question how their method
needs to evolve in order to achieve their mission. The method is merely a
means to an end.

While non-profit leaders do not need to trade mission or values for finan-
cial sustainability, they will need to be brave. To be strong and effective,
non-profits—like other businesses—need investment in people, systems,
infrastructure, brand and marketing. They will need to demonstrate their
impact and overcome entrenched ideas about the way non-profits should be
funded and how they should allocate their expenses. If leaders are to secure
sustainable funding for their organisations they will at some point need to
argue for investment that reflects the true cost of their operations. This is
just one of the many challenges and opportunities they face.

Funding Sources

While adequate funding has long been an issue for organisations in the non-
profit sector, a lack of funding options is not the problem. It is important
to remember that the non-profit sector is vast and diverse and consequently
the availability and suitability of individual funding sources will vary con-
siderably from organisation to organisation. The rest of this section is given
over to describing the most common sources of funding and some of the
contemporary sources non-profits are beginning to tap.

Governments

The relationship between government and the non-profit sector is integral to
the idea of a strong civil society. Government has long been a major funder
of the non-profit sector in Australia.

In recent times, the non-profit sector’s reliance on government funding
grew from 33.5% of total income in 2006-07 to 38% in 2012-13, accord-
ing to the ABS. Charities also become more reliant on government funding
as they scale. “The Australian Charities Report 2014’ released by the Austra-
lian Charities & Not-for-profit Commission (ACNC) reported that 41% of
large charities received more than half their total income from government
sources, compared with just 9% of small charities.®

With an ageing population and other factors likely to put future admin-
istrations under significant budgetary pressure, all levels of government are
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paying close attention to spending. Many Australian government agencies
are reviewing the extent to which they fund non-profit institutions and the
manner in which they fund social issues in a broader sense.

New ‘funding’ thinking is manifesting itself in a number of different ways.
Examples include:

Social Impact Bonds & Pay-for-Success Contracts

As governments look to maximise the social and economic benefit of their
funding, they are examining how to transition funding from activity-based
block funding to an ‘outcomes-based’ or ‘pay-for-success’ model. This is
evident in the introduction of Social Impact Bonds (also known as Social
Benefit Bonds) by numerous state governments.

User pays/Individualised Funding

It is now common for governments to use their funding to stimulate effi-
ciency, create competition in the marketplace and give individual beneficia-
ries greater choice. An example of this is the National Disability Insurance
Scheme (NDIS), which replaces block funding of disability organisations
with individualised funding for people with a disability.

Government Contracts

Competitive tenders open to for-profits as well as non-profits are another
common means by which governments allocate funding. In recent years,
governments in Australia have been increasingly willing to award contracts
for social programs to for-profit entities, where historically such work
would have been given to non-profit organisations.

While financial support is highly valued by receiving non-profits, it is
worth noting that the importance of government funding extends beyond
purely financial considerations. For example, funding can provide a seat
at the table, which, in turn, can help an organisation influence policy and
advocate for those they support.

Philanthropy

Many of our great non-profit and charitable institutions are steeped in a
rich philanthropic history. Many more institutions were founded by and are
run with the help of significant gifts made by generous benefactors. While
some believe Australia does not have a culture of philanthropy, others see
reasons to be more positive:’

“The practice of giving on this continent is eons old. The rich tradi-
tions of the indigenous Aboriginal and Torres Strait Islanders honour
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reciprocity and relationships with ancestral lands, nature and clan, and
an assumption that wealth is distributed.”

More recently, private philanthropy in Australia got a significant boost,
with the introduction of Private Ancillary Funds (PAFs), then called Pre-
scribed Private Funds, in 2001. PAFs have since become a popular structure
for individuals and families looking to structure their giving in a tax-effective
manner. In the 2013-14 Tax-Year, donations to PAFs represented 19.8% of
all tax-deductible gifts claimed and donations made by PAFs to charities
equalled $300 million. By the end of the same year, PAFs had already do-
nated $1.78 billion back into the charity sector.

In addition to PAFs, PuAFs and Community Foundations offer Austra-
lians the chance to commit to philanthropic activity in a planned, structured
way. The advent of structured giving in Australia has given rise to a new
breed of engaged philanthropist, who operates with a focus measureable
impact. While the philanthropic dollar is hotly contested by grant-seeking
charities, philanthropy should be seen as a two-way exchange of value. The
philanthropist can offer time, talent and treasure, and in return, charities
can offer donors the opportunity to be involved in something important,
while making a meaningful difference. This also means charities are in a
position to offer donors and their families opportunities for education and
self-fulfilment.

Other Fundraising Sources

The Australian fundraising landscape is becoming more competitive. A per-
son need only walk down the street, look at their email in-box, check their
mail or answer their home phone to realise that charities are competing hard
and investing heavily to win funding. The giving landscape is also challeng-
ing for fundraisers. In 2013-14, tax-deductible giving increased 11.7% to
$2.6 billion. However, on closer inspection, giving outside of gifts o PAFs
and PuAFs fell 6.1%. And 102,751 fewer tax-deductible claims were made
than the year prior. In addition, the overall proportion of taxpayers claiming
a tax-deductible gift fell slightly to 35.1%, well below it its recorded high
of 47.9% in 1985-86.%

The Australian fundraising landscape is evolving thanks to competitive
pressure and broader societal changes, like the digital revolution and the
rise of social enterprise. Some of the more popular fundraising methods
employed by non-profits include:

Regular Giving

Regular giving, where individuals are signed up to make ongoing donations,
often by direct debit on a monthly basis, has become integral to the sustain-
ability of many of Australia’s leading charities. The attraction for charity
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leaders is a reliable and predictable income stream that is largely untied.
The downside of regular giving is evident in aggressive donor acquisition
methods employed in practices like face-to-face fundraising and telemarket-
ing. The practice of face-to-face fundraising, carried out by third party fun-
draisers (sometimes referred to in a derogatory way as ‘chuggers’ or ‘charity
muggers’) has become particularly controversial, with participating chari-
ties now beginning to question their reputational exposure.

Community Fundraising and Events

Community, or peer-to-peer fundraising, has been very popular in recent
years, to the point where the market appears saturated. Like face-to-face and
telemarketing, many non-profits are outsourcing activities, such as sporting
challenge events, to for-profit event management businesses. Like regular
giving, this can prove lucrative, efficient and good for brand-building. How-
ever, non-profit leaders need to work increasingly hard to stand out from the
crowd and even successful events can be criticised due to high event man-
agement costs and slim margins. Event fatigue is also a factor, particularly
for organisations targeting affluent individuals who are likely to receive
multiple invitations each year.

Bequests

Back in 2005, the Giving Australia report found that “an estimated 58%
of the adult population have made a will and of these 7.5% have included
in their Will a bequest to a charity or other nonprofit organisation.”’ With
an aging population and strong property valuations, bequests represent
a significant opportunity for charities, particularly when they are Willed
without any restrictions or conditions. Some bequests also form the basis
of a perpetual endowment. We need only look at Paul Ramsay’s incred-
ible $3 billion bequest to The Paul Ramsay Foundation, as a reminder of
the transformative power a bequest can have. Building a profitable bequest
programs is a challenge for non-profit leaders as the return can take several
years and outcomes are difficult to predict. However, delaying investment in
a bequest program only delays the return.

Crowdfunding and Online Giving

For many years charities have seen the opportunities that exist online, but
many have lacked the knowledge and experience to successfully harness its
potential. In Australia, we are now starting to see organisations that have
invested in digital and mobile fundraising rewarded with success. Building
or using an effective fundraising platform is one of the critical tasks facing
charity leaders. While there is often a case for outsourcing platform manage-
ment, crowdfunding, where members of the public are invited to contribute
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to a community fundraising target usually tied to a specific project, has
shown the value of controlling an effective and efficient digital fundraising
platform. As we have seen in the for-profit world with businesses like Uber
and Apple, the owner of a digital platform usually has a significant degree
of control over users of the platform.

Membership Fees

Sustainably financing membership-based organisations has historically been
less complex than other non-profit institutions due to the recurring and
relatively predictable revenue they generated through membership fees and
flow-on events. However, as the digital revolution gathers pace, would-be
members have found access to information and each other easier, quicker
and cheaper than ever before. Building a compelling value proposition has
become harder for many membership organisations.

Corporate Philanthropy and Sponsorship

Over the last decade, the corporate sector has moved away from ‘cheque-
book philanthropy’ towards a more strategic and commercial approach
to corporate social responsibility. This has seen charity leaders go from
building key relationships with single decision makers (typically the Chair
or CEO), to building relationships across boards, committees, leadership
teams and divisions. These relationships are now more likely to be based
on an alignment of strategic interests, rather than just passion for a cause.

Income from the Sale of Goods and Services

The non-profit sector in Australia has a proud history of innovation. What
has been largely missing is the ability to turn that innovation into a sustain-
able, untied income stream. As the line between for-profit and non-profit
continues to blur and non-profit leaders explore new avenues for sustain-
able funding, the social enterprise model becomes increasingly attractive.
Economically-meaningful non-profits currently generate 41% of their
income from the sale of goods and services and this figure will surely rise if
leaders choose to adopt an enterprising mindset.'

Social Enterprise

Social enterprise has the capacity to deliver significant impact and perma-
nently alter the non-profit landscape. There is an enormous power in tying
social impact to consumption and procurement. Social enterprises offer-
ing quality goods and services whilst simultaneously delivering significant
social and environmental impact will prosper. Whether they prosper at the
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expense of traditional charity fundraisers remains to be seen, but this is a
distinct possibility.

Property

Two thirds of all assets owned by non-profit organisations are invested in
Property, Plant and Equipment. Yet, rental income represents less than 2%
of all income earned by non-profits, suggesting that property is not generally
seen as an income earning investment, but as a working asset used for core
operations.!!

Interest Income and Endowment Income

After property, cash is the main item on the Australian non-profit sector’s
balance sheet.'? Interest income can be significant and vital in helping to
offset operational costs. In recent years, falling interest rates have impacted
many non-profits, forcing some to review their decision to invest in cash.

In this environment, non-profits with surplus cash are considering the
merits of investing it in other asset classes. With existing property exposure
so high, many organisations moving out of cash are making endowment-
style investments that provide a reasonably steady and reliable income
stream in excess of that available to the cash investor. Some go further and
invest in the hope of growing their capital base as well. Regardless, all those
looking to invest for a better return must regularly ask two questions: “Is
it better to spend money now or invest for the future?” and, “How much is
enough when it comes to building a reserve or endowment?”

Debt and Equity Financing

There is an increasing awareness among funders that adequate capital is
needed to help scale non-profit organisations and that core organisational
infrastructure investment is critical if non-profits are to fulfil their potential
and achieve their mission. This awareness is still in its infancy, but it can be
increased quickly if leaders in the sector begin to advocate for it strongly.
In his 2001 book, Third Sector—The Contribution of Nonprofit and Coop-
erative Enterprises in Australia, Mark Lyons remarked that “capital is
harder to raise (for non-profits) than for the equivalent for-profit organ-
isations. It might come from borrowings, but in the case of public-serving
nonprofit organisations it will often come from donations gathered in a
capital appeal.”"® There are indeed challenges for non-profits wanting to
access debt and capital markets. Legal structures often prohibit a non-profit
organisation from offering equity investments. Many organisations are not
in a position to take on debt, which is often subject to lender restrictions in
any event.
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In recent times, impact investing has emerged as a possible solution to
the question of attracting capital. The current reality is though, most non-
profits are simply not in a position to structure a compelling impact invest-
ment product. Most are not even in a position to repay investors who expect
to be adequately compensated (in a financial sense) in return for making
their investment.

Challenges, Opportunities and Realities

The biggest challenge facing many non-profit leaders is perhaps changing
the way they think about their work. To adopt an enterprising mindset a
leader needs to move away from the traditional non-profit mindset, which
can be quite limiting, without adopting a purely commercial mindset, which
is inappropriate in a mission-based context. This is a balancing act that
requires leaders to fiercely protect mission and values while being more
open to new realities and new ways of working. The backdrop for this chal-
lenge is as follows.

Rising Funder Expectations

Funders of all type expect more than they have in the past. In an inter-
connected world, members are harder to please. Governments and major
philanthropic donors increasingly expect evidence of impact. Even small
donors want direct engagement and input with the organisations they sup-
port. Demonstrating impact is very important and useful and it can also be
hard and expensive. Leaders need to strike a balance between proving their
impact in order to attract support, using evidence of impact to better direct
available funding, and simply getting on with the job.

Government Funding and Policy

Non-profits that are heavily reliant on income from government may need
to adjust their business models in the face of government funding pressures
and a general policy shift towards outcome-based funding.

Philanthropy Limitations

Non-profits cannot rely on philanthropy to meet funding shortfalls, because
in most cases philanthropy will be unable to fill the gap. As shown below in
Figure 6.1, only small charities derive a significant portion of their income
from donations, while overall, donation income accounts for just 8% of
charitable income in Australia. Obviously, philanthropic support is likely
to be even more challenging for non-profits operating without charitable
status. Donation income is valuable—leaders just need to be realistic about
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Philanthropy is unable to fill the funding gap

Where did Charities get their income?

On average, smaller charities rely more on donations and bequests and less on government grants

XS (<=850,000) S (>850,000) M (>$250,000)
22%
32% 32%
61% 55% 49%
7% 13% 29%
L(>$1m) XL (>810m) XXL(>$100m) 29

12% 8%

49% 52% w5 44%
0
38%

. Donations and Bequests - Government Grants . Other Income

*  Only small charities get a significant percentage of their income from donations
* Onaverage a DGR can expect to attract $81,590 in donation income
« Donations account for only 8% of income generated by charities

Figure 6.1 Philanthropy is unable to fill the funding gap.'

how much they can attract. The need to be realistic is especially impor-
tant as giving growth in Australia becomes more concentrated and reliant
on structured philanthropy vehicles like Private Ancillary Funds (PAF) and
Public Ancillary Funds (PuAF) that can be challenging to connect to and
engage with. The 2016 Koda Capital Giving Snapshot revealed that while
tax-deductible giving rose 11.7% in dollar terms, 25% of all giving was to
PAFs and PuAFs, while giving outside of PAFs and PuAFs fell by 6.1%.'

Intermediary Risk

Managing intermediary risk is a challenge for non-profit leaders, particu-
larly in the digital age. Few non-profits will identify as mere intermediaries,
standing between funders and beneficiaries, yet the description fits many,
to some degree. Intermediary risk in this context is the risk of rendered
partially or completely redundant by the creation of an alternative platform
that is able to connect people more efficiently and/or effectively. An example
of this risk can be found in the rise of digital crowdfunding platforms like
Chuffed, platforms that connect funders with communities in need, while
facilitating funding of community projects.'®
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Building Capacity Without Adequate Funding

Non-profits should be diversifying their income streams, seeking alter-
native revenue sources and taking steps to reduce their overall depen-
dence on external funding. In a competitive environment, where there
is uncertainty around government funding and philanthropic support
is in short supply, every leader should be engaged in building a sus-
tainable and reliable financial position. Building capacity while being
funded on an activity basis is one of the main challenges for anyone
facing this task. In this regard, the Australian Charities and Not-for-
Profits Commision (ACNC) guide ‘ACNC FAQ: Charities and admin-
istration costs’ is a useful resource.!” Growing self-generated and/or
untied revenue has to be a very high priority for leaders seeking to
build their overall capacity.

Presently, just thirty five percent of non-profit revenue comes from ‘In-
come from Services’, 6% from ‘Sale of Goods’, 2% from ‘Rent, Leasing &
Hiring’ and 2% from ‘Investment’ & ‘Royalties’.!® These forms of income
are invaluable to the non-profit sector and there must surely be a focus on
growing them in years to come as leaders look at the sustainability of their
business models.

Sweating Existing Assets

While seeking to grow revenue, leaders also need to ensure they are get-
ting the most out of their existing assets. Two thirds of all non-profit assets
are held as property, plant & equipment, while cash accounts for a further
19%." In a low interest rate environment the decision to hold surplus cash
needs to be reviewed and existing property commitments also need to be
questioned. If a property asset is not contributing strongly to a mission-
related goal or activity, the question of whether the capital tied up in it can
be better applied must be asked.

Capitalising on the Digital Revolution

The digital revolution is an opportunity and a threat. Whether looking
at availability of information via the ACNCs new portal or the prolifera-
tion of mobile apps revolutionising service delivery in sectors like health
and education, it is clear technology is a major catalyst for change in the
non-profit sector. Non-profits can’t afford to get left behind. For many
organisations, digitisation will play a critical role in terms of effective
stakeholder engagement. Digital capability can engage supporters far and
wide and it can also help manage reputational risks arising from greater
transparency and immediacy in the age of social media. Of course, digi-
tal capability can also help non-profits address social issues, quickly and
efficiently.
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Valuing Intellectual Property

Non-profits are beginning to understand the value of their intellectual prop-
erty (IP) and, with the help of technology, the potential to realise this value
across traditional geographic boundaries. Potentially, IP is a source of self-
generated income. Thanks to the global reach of digital technology, it is also
possible to leverage IP for mission-related activities in a way that has not
been considered possible before.

Fundraising

In most industries, individuals earning the revenue representing an organ-
isation’s lifeblood are among the best trained, best paid and best supported
people in the organisation. Yet, in the non-profit sector this is rarely true.
The Australia Post/GiveEasy 2015 Innovation Index of the Australian NFP
Sector highlighted that people working in marketing and fundraising roles
felt the least empowered in their jobs compared to other functions.?* The
bottom line is that most non-profits need to change their approach to fun-
draising if they want to get better at it. The role of the fundraiser must be
respected, responsibilities must be clearly assigned and understood, and the
role of the board must be addressed.

Building A Beiter Board

The non-profit board of the future is strong, skilled and active. Now, more
than ever, non-profits cannot afford the luxury of a passive board, yet pas-
sive boards and passive board members are both common in the sector
today. Building a better board and a board that is as focused on its own
performance as it is on the performance of the CEO and the organisation is
a huge challenge and an equally huge step towards creating an organisation
capable of building financial sustainability.

Leveraging Available Talent

The future requires non-profit leaders to develop different people, skills
and attitudes. Demand will increase for people who understand branding,
people who, regardless of their official role, consider themselves as part of
the sales and marketing team, people who understand technology, strate-
gic thinkers and good communicators, people suited to collaborative work,
people comfortable with transparency, those who are well-connected and,
people comfortable with targets and a culture based on results. Although
non-profits have several levers to pull (lifestyle, fringe benefits, purpose,
etc.), for-profit organisations have always had the advantage of attracting
talent with the promise of better pay. A challenge going forward for the
sector will be how to attract and retain talent. If the talent isn’t readily
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accessible, then the focus should be on how an organisation can unlock the
expertise held within its support network (e.g. its board, donor base, etc.) to
equip the organisation for this new environment.

Working in Collaboration

Demand for collaboration is growing among funders as newly-available
data highlight duplication of effort and expense. While recent attention
has been focused on merger activity, most non-profits will favour collabo-
ration that preserves independence. There appears to be scope for much
greater collaboration in the sector. The AICD 2016 NFP Governance and
Performance Study reported that while 70% of respondents collaborate
to advocate, only 26% share resources and just 15% share back office
functions.*

The greater opportunity is to unlock the whole sector’s potential by
getting the other key players in society to work alongside it. For too long,
social issues have been assigned to governments, corporations, non-profits
and philanthropic organisations individually and tackled by them in isola-
tion. There is plenty of evidence this approach has not worked. Now is
the time for the principal players in Australian society to realise they share
responsibility for creating the Australia we want to live in and can best
create it by working collaboratively on the challenges and opportunities
of our time.

Building a Strong Brand

In a crowded and competitive market, there is both an opportunity and a
need to develop a strong brand identity to attract support from potential
funders. There is real benefit in brand development, recognition-building
and professional marketing, but for many non-profits investment proves
challenging. For some, lack of money is an issue, while for others—
ironically—spending available funds on this type of activity risks upsetting
supporters. Winning internal support for this type of expenditure can also
be challenging, with many non-profit decision-makers still uncomfortable
with spending money on professional consultants and advisers.

Leveraging Good Governance

Many non-profits have worked hard to lift the standard of their organ-
isational governance in recent years. Too often, governance is relegated to
passive oversight, window dressing and box ticking, but it can be a power-
ful tool. The opportunity for leaders is to leverage recent improvements by

* See www.chuffed.org.
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making good governance a source of competitive advantage when attracting
funders.

What Leaders Need to Do to Secure Financial Sustainability

This section covers a number of things leaders should consider doing to deal
with emerging challenges and to take emerging opportunities. Leaders will
find some more relevant than others.

It is important to note that there is no blanket response applicable to
all leaders. This is because there are many different types of non-profit,
in different circumstances, at different stages of development. The path to
financial sustainability will be very different for a small dance company, an
operator of aged care facilities and a professional membership association.
That said, broadly speaking, there are three things all leaders need to focus
on, all of which fit with the concept of developing an enterprising mindset:

1. Forward thinking—embracing change and altering the way they think
and work. This starts by spending more time looking at the world out-
side to understand what the organisation needs to do to remain relevant
and achieve its mission

2. Aligning people and practices—ensuring the organisation is ready and
able to deal with a very different set of challenges and opportunities

3. Creating a platform for engagement—building the organisation’s abil-
ity to successfully engage with funders and stakeholders in a connected
world.

Specifically, non-profit leaders will need to:

Demonstrate Impact

The true contribution of the non-profit sector cannot yet be measured—as
the saying goes, not everything that counts can be counted. That said, many
things that count can be counted and measuring impact is a critical challenge
the sector must accept. Non-profits must also dedicate resources to proving
their impact. It is no longer enough to be engaged in a worthy cause, it is
necessary to demonstrate how you make a positive difference. Adopting a
framework to measure and communicate impact should be a high priority,
as should building an organisation’s evidence base. Simply accept that this
is important to funding relationships and outcomes.

Invest in Their Capacity to Engage Critics and Supporters

In order to attract financial support and protect that support in the face of
reputational challenges, leaders should focus on engagement, transparency,
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reputation and risk management. They must prepare their organisations for
greater transparency and immediacy. The public increasingly demands it. Sim-
ilarly, funders great and small increasingly want and expect to engage directly
with those they support. The issue of engagement is such an important one
that it may make the difference between an effective non-profit’s success and
failure. At a minimum, it is necessary to adopt an approach based on continu-
ally increasing organisational transparency. This might involve many changes
and a focus on preparation, to ensure the organisation is ready to respond
to external scrutiny. External scrutiny is increasingly likely in the future and
speed of response will be almost as important as the response itself. Leaders
should take steps to prepare for media scrutiny and trial by social media.
For example, boards might examine key policies, positions and programs.
Likewise, assets, liabilities and other commitments can be examined to ensure
they fit with the organisation’s mission and within acceptable ethical limits.
To prepare for media scrutiny and test their responsiveness, leaders should
role-play a scenario based on a real risk they have identified. Conducting an
online audit to assess an organisation’s online presence is another prudent
activity to complete on a regular basis. What do others see and does it present
the organisation in the best possible light?

Invest in Digital Capability

Technology is now so powerful and pervasive that ‘switching to digital’ is no
longer a choice, but a necessity for the vast majority of non-profits. Consump-
tion and communication are both going digital at a rate of knots. Investment in
technology—and its application—must be considered not so much a strategy,
but as something essential to remaining viable in the medium-to-long term.

For a non-profit, it is a case of ‘your website is your shop front’ and it is
important to make an ongoing investment in making a good first impres-
sion. This investment extends beyond the organisation’s website to its over-
all online presence. By way of example, potential funders are now almost
as likely to assess charities using the ACNC’s online portal as they are a
charity’s own website.?!

To compete, non-profit leaders should first of all build digital competency
into all levels of their organisation, so that they are well equipped to exploit
technology, create cost savings and efficiencies and seize opportunities to
extend their organisational reach and engagement.

Sweat Existing Assets

A lazy balance sheet can compound funding issues and reduce an organ-
isation’s ability to achieve its mission. Non-profit leaders should regularly
review their organisation’s balance sheet to ensure they are making the most
of their existing assets. As 85% of Australian non-profit assets are held
as either ‘cash’ (19%) or ‘property. plant and equipment’ (66%), it makes
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sense for leaders to start by reviewing these two asset classes.?> Cash posi-
tion reviews are particularly urgent given the current low interest environ-
ment. Many organisations are looking at how to redeploy surplus cash and
some are now also starting to question their property positions. Some are
beginning to utilise non-essential property assets more efficiently by deriving
alternative income streams via redevelopment, renting or running mission-
aligned social enterprises out of under-utilised space. Other charities are
selling their non-mission related holdings to establish endowments that are
invested across diverse asset classes, thereby reducing concentration risk,
while generating a reliable income stream and capital growth over time, to
fund mission related activity.

When moving away from cash, it is common for non-profits to estab-
lish an investment portfolio. Managing an investment portfolio is a task
best suited to experienced professional. However, the BDRC Jones Donald
March 2015 White Paper: The Challenge of Sustainable Funding for the
NFP Sector reported that when it comes to management of investment as-
sets 79% of non-profits use in-house expertise.>> Furthermore it reported
that only two in five have a documented investment strategy and only 42 %
have a written investment policy. It seems there is considerable scope for
non-profits to make more of their investable assets and it seems a reluctance
to pay for professional advice may be holding them back.

Leverage Intellectual Property

With an enterprising mindset, Australian non-profits need to build, protect
and commercialise IP like never before. They need to think about the com-
mercial and social value of their products and services in a global as well as
local context. As technology reduces the tyranny of distance, information
becomes more valuable to non-profits and leaders who realise this will inevi-
tably focus more and more on the value of their own IP.

One final investment to consider in the digital sense is an investment in TP
and data storage. Non-profits generate IP and often collect data with a so-
cial and/or commercial value. Thanks to digital innovation, non-profits now
have more opportunity to build and leverage this value than ever before.
Data and IP that might have been shared locally can now be shared globally.
This fact alone has the potential to help non-profits advance their mission
far beyond traditional boundaries and it also represents a new opportunity
to generate much needed revenue.

Non-profits are now finding ways to selling their intellectual property to
governments, corporates and other non-profit groups around the world.
Leaders looking to follow this path care conducting IP audits to establish the
potential value of IP produced by their organisations, actively building high
potential databases, packaging and selling programs and identifying ‘markets’
outside traditional boundaries, where they might be able to advance their
mission.
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Mobilise Talent

Aligning people capability to the demands of the emerging external market
is a critical task for non-profit leaders and one that again requires the adop-
tion of an enterprising mindset. Sometimes this task means recruiting and
sometimes it means upskilling or re-focusing people already working for the
organisation. Retaining talent might have to involve spending more on train-
ing and development—not easy for non-profits but likely to be necessary.

Talent often resides outside an organisation, but within its support base.
The next generation of philanthropists and supporters want to be far more
hands on and engaged than their predecessors. Non-profits should be en-
suring that they are ready to tap into this desire, using supporters for their
skills, intellect and networks, as well as their dollars.

If non-profits are going to bring their full resources to bear—as they
must—boards need to reflect on their own contribution. A skilled, well-
connected, active and hard-working board is one of the biggest competitive
advantages a non-profit can have. As boards focus on the performance of the
CEO and the organisation, so should they focus on their own performance.

Getting the most out of board members is an issue for many organisa-
tions. The future simply does not support the idea that non-profit directors
can act as passive Overseers.

Building a more effective board can be challenging and is not usually an
overnight task. The following advice can help frame a non-profit’s approach
to this critical process:

Approach the whole task with an enterprising mindset
Develop a matrix of valuable skills and perspectives matrix to help with
recruiting and professional development

e Base this matrix on what market analysis and strategic planning needs
over the next three-to-five years

e Agree a set of principles governing board performance and communi-
cate expectations to new directors early in the recruiting process

e Create clear performance expectations for individual board members to
drive good performance and establish clear accountabilities
Create a comprehensive on-boarding process for all new directors
Place a higher value on board vacancies. Be confident and present va-
cancies as a privilege and an opportunity

e Look in different places for passionate, hard-working board members.
High profile candidates with distinguished corporate careers and full
dance cards may not offer the most value in return for their involvement.

Review Their Approach to Fundraising

Non-profit leaders need to re-evaluate their approach to fundraising.
Non-profits should also rethink the relationship with major funders.
Leaders should view all major funders as investors who need to be convinced
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and they should spend time with individual funders, to understand what a
return means to them.

Re-evaluating the traditional approach to fundraising should also involve
adopting a professional approach to every aspect of fundraising. Research
conducted by leading US non-profit development group, Bridgespan, con-
firmed that non-profits who had successfully built large-scale funding pro-
grams did so by applying a professional structure to their funding model.?*

Re-evaluating the role of fundraising also involves understanding and
supporting fundraisers. In May 2016, the AICD, in its Company Direc-
tor magazine article “Good governance demands good fundraising” article,
reported on research conducted by QUTs Australian Centre for Philan-
thropy & Non-Profit Studies, which presented the two greatest challenges
facing fundraisers as being lack of board understanding and leadership,
in relation to fundraising, and lack of resourcing to undertake successful
fundraising.”

It is very important to define and clarify fundraising responsibilities
within a non-profit. Leaders must accept they have not just accountability
for fundraising, but responsibility for it as well. Leaders need to work as and
with fundraisers. This involves directly and heavily involving themselves in
fundraising and relationship development. For many board members in par-
ticular, this will be an uncomfortable truth, given the passive role Australian
non-profit directors have traditionally played.

The role of the board in fundraising is a particularly important and con-
tentious one for many non-profits. Getting this role agreed, if necessary by
establishing a set of principles to work towards, is likely to be a key task
for leadership teams. Boards need to play a more active role for several rea-
sons. For example, the kind of high-level skills and experiences needed for
successful relationship building and deal-making are often in short supply
outside of the board, and major funders typically expect, or at least respond
well to, peer-to-peer interactions and engagement with people in ‘positions
of power’.

There is no single role for board members to play in fundraising and
what is needed may change from time-to-time. Table 6.2 lays out differ-
ent fundraising strategies and the role a board might play in supporting

them:**

Diversify Their Income

Non-profit leaders faced with funding pressures and heavily dependent on a
single source of funding need to look at alternative sources of revenue and
consider the benefits of funding diversification. An effective way to begin

** See www.acnc.gov.aw/ACNC/FindCharity/QuickSearch/ACNC/OnlineProcessors/Online_register/
Search_the_Register.aspx?noleft=1
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Table 6.2 Fundraising strategies and the supporting role played by the Board.?

Philanthropy or Donations
Strategy

Role of the Board

Build the organisation’s donor case
Review projects likely to be
attractive to donors

Research the donor market by
individuals and families likely to
be interested in your organisation
and its projects (linkage and
interest and ability)

Allocate team champions to pursue
the relationship

Build the relationships and
enhance your knowledge of the
potential donors, through regular
communications and special
events

Build hypothetical donor cases for
prospective good fit donors

Develop marketing materials
directed to prospective donors—
both for the organisation and for
each project

Make the approaches and hold
initial discussions with prospective
donors

‘Make the ask’ or work closely with
the appropriate person to make
the ask e.g. Chair or CEO

Follow-up and confirm donation
with a commitment

Record any recognition or other
‘benefits’ agreed

Portfolio management

Confidentiality

Contribute to and critique the case

Bring objectivity to the selection of
projects (e.g. those with evident social or
cultural benefits)

Use your knowledge of the community and
your contacts to enhance the non-profit
organisation’s data and connections

Volunteer to play a lead role, where you
have appropriate connections; inform
the team’s thinking on building key
relationships

Host/ attend social occasions, previews,
first nights, work-in-progress events—
any activities where potential or actual
donors are being cultivated and board
members can help

Contribute to and critique the cases

Contribute to and critique the materials
especially if you have relevant marketing,
PR, fundraising or other experience

Help to set up meetings, where you have
connections

Preferably as a peer of the donor, propose
the specific amount and purpose
(previously agreed with the staff); attend
the ask meeting; personally make the ask
on a peer-to-peer basis

Ensure the follow-up occurs

Ensure that there is appropriate
recognition of donors, and that this is
handled systematically and in a manner
consistent with the Tax Code (e.g.,
don’t compromise a gift by negotiating
unacceptable benefits in return)

As a volunteer leader, manage an agreed
portfolio of prospective donors

Keep confidential any private information
concerning prospective donors
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Philanthropy or Donations Role of the Board

Strategy

Monitor progress and report Require periodic reports to the board on
regularly on performance progress, and on the review of progress

with donors
Nurture the donor relationship—set  Attend activities where donors are being
the scene for future donations cultivated or appreciated, and consider
creative ways in which the relationship
can be furthered

this process is to conduct a review of their funding mix—what is happening
to it, what is growing and what is under threat?

These leaders should, with an enterprising mindset, actively and creatively
search for opportunities to create new revenue streams and access capital.
One way leaders are already doing this is in the nascent field of impact in-
vesting. More and more non-profits are sizing up potential opportunities to
raise capital while trying to ascertain whether they are in a position to put
together an impact investment product. The following questions will help
a non-profit leader assess how well-positioned their organisation really is:

e Does an impact investment fit with and support your mission and your
strategic plan?

e Do the leaders of your organisation understand the nature of impact
investment?

e Do your key supporters and stakeholders have an appetite for invest-
ment and risk?

e Can you design an investment product that delivers a financial return
for investors?

e Can you show investors how this return will be produced, after ac-
counting for costs?

e Can you identify a discrete program or activity the investment will
fund?

e Can you produce robust financial measurement reporting for this pro-
gram or activity?

e Do you have access to advisers, brokers and intermediaries to help you
access the impact investing community?

e Is there a reasonable prospect that offering existing supporters an im-
pact investment will cannibalise your donor base?

Focus Their Philanthropy Effort

Non-profits relying on philanthropic support can better focus their efforts
by paying attention to two trends—growth in structured giving and the
increasing influence of women donors.
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Structured giving vehicles (principally PAFs and PuAFs) are beginning
to dominate the Australian philanthropic landscape and their continued
growth should ensure they become more and more significant. Growth
will come from donors contributing to them in the future and—because
many of them operate as perpetual endowments—it will be accelerated by
tax-exempt investment returns that compound over many years. To attract
attention and support from the individuals controlling PAFS and PuAFs,
non-profit leaders should focus on four things:

e Establishing personal contacts—relationships with founders and man-
agers are crucial and often the only way to reach decision-makers

e Building relationships—philanthropy is relational, not transactional.
Commitment, understanding and patience will be rewarded

e Communicating a clear value proposition—fundraisers need one to
turn their appeal for support into a compelling proposition

e Helping donors—to give is to receive and most philanthropists are ex-
ploring. It is critical to take time to truly ‘know your funder’ and what
can you do for them

Traditionally, philanthropy has been male dominated. Think of the great
philanthropists: Carnegie, Rockefeller, Buffett, Gates and Feeney, for ex-
ample. Women have long been a strong force in the non-profit sector and,
as society evolves, they are now starting to become more influential in the
philanthropic sector. The 2016 Koda Capital Australian Giving Snapshot
revealed that a higher proportion of women than men made a deductible
gift (36.5% compared to 33.8%).2” Women also gave a higher proportion of
their income than men (0.38% compared to 0.34%). Yet women are often
overlooked as givers and as major donors, in favour of their male partners.
This makes little sense, especially in a world where women are increasingly
becoming asset owners, are earning higher incomes and are likely to outlive
their male spouses. Moreover, because women are statistically more likely
to inherit assets from their spouses they are also be more likely to make
charitable bequests. This all means that there is a strong strategic argument
that charities should focus more on women donors and should work hard to
cultivate support from women in general—or else risk missing out on vital
funding from the most generous 50% of Australia’s population.

Collaborate and Partner

The case for collaboration and partnership is partly based on increasing
demand from funders and partly based on the logic of experience. Numer-
ous social problems have proved intractable, despite the best efforts of
governments, charities and other non-profits. It is now easier than ever to
obtain data on the non-profit sector and this visibility casts light on issues
like duplication, concentration of effort and inefficiency. It is also making it
easier for funders to see where collaboration can and should happen.
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The non-profit sector cannot and should not be expected to address the
social issues facing Australia on its own. Australia needs all the major par-
ticipants in society to work together. This need obviously involves going
beyond collaboration between NFPs to collaboration with other groups
in society like business and government. NFPs need to drive this collabo-
ration, not expect others to initiate it. Others might lead, but non-profits
can’t and shouldn’t wait. Within the non-profit sector, leaders are exploring
merger opportunities. Many more are exploring opportunities for genuine
collaboration, to improve efficiency, resilience or impact. Everything, from
consolidating back-office functions to joint fundraising and advocacy is on
the table. This is work that needs to be undertaken in a strategic and well-
thought-through manner, and with an enterprising mindset. A sensible ap-
proach to undertaking collaborative work looks like this:

Get very clear on your desired outcomes

Find partners with similar goals and values

Identify the synergy

Agree a common goal

Confirm you have the resources and budget and that you can commit
them

Establish a clear framework for engagement and joint decision-making
e Accept you will have to adapt, learn and compromise

e Then make a commitment to the goal and each other

Conclusion

Significant change is coming to the non-profit sector and non-profit leaders
must respond, in order to prepare their organisations for the future.

Leaders must quickly change the way they think and work in order to
survive and succeed in a highly competitive sector that is evolving quickly.

Leadership will be critical to the financial sustainability of non-profit or-
ganisations and to drive good outcomes leaders must adopt an enterpris-
ing mindset, combining the best of traditional non-profit and commercial
thinking.

Non-profits need skilled, and highly engaged boards that, inter alia, ac-
tively support fundraising in all its forms.

Acknowledgement: Portions of this chapter have been adapted from
“2015 Koda Capital Non-Profit Review,” “2015 Koda Capital Aus-
tralian Giving Review,” the “Koda Capital 2016 Giving Snapshot,”
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Boards.”
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Leadership in Practice:
YWCA Queensland

The recent history of the YWCA in Queensland shares familiar themes with
many NEPs. It is the story of transforming a collection of small, dispersed
and dissimilar entities—all with shaky long-term outlooks—into a single,
more dynamic organisation that:

is strategically focused;

will drive broader and deeper impact;

is sustainable in the long term; and

is relevant and suited to the current operating environment.

The YWCA is one of the largest and oldest women’s organisations in the
world. Established as the Young Women’s Christian Association in England
in 1855, the YWCA in Australia is now a largely secular organisation. It
has a federated structure, and YWCA Queensland is one of its Member
Associations.

During the last century, there were dozens of YWCAs all around Aus-
tralia: charitable, grassroots, membership organisations that performed a
hugely valuable volunteer role in the communities they served. By early
this century these had followed the course of so many community-based
organisations—they had either ceased to exist, or they had morphed into
service provider organisations with paid staff.

In 2009, there were three YWCAs still operating in Queensland. While an
outsider might assume that—with a global parent providing guideposts—
these would be very similar, in fact this was far from the reality.

e One YWCA was a membership group that had been meeting for de-
cades but, without renewal, was by then ageing and rapidly shrinking.
It owned some real estate, and the members were considering donating
this to another (non-YWCA) charity, and then disbanding.

e The second YWCA, based in Brisbane, was living off the rent of a CBD
property and running some minor programs and women’s engagement
events that would not have sustained the organisation on their own.
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e The third, based in the regional centre Toowoomba, was the most active
and delivered a broad range of programs and services. However, it had
succumbed to serious mission drift and was largely reliant on disparate
buckets of government funding. Much of its activity did not look at all
like YWCA work. It looked like what it was: moderately successful ef-
forts to keep the doors open.

An amalgamation occurred in March 2011, and the CEO commenced
in May. Her task was to transform this mash-up into a cohesive, value-
creating, state-leading women’s organisation.

Challenges Diagnosed

As it happened, the new board comprised mostly former management com-
mittee members of the city-based, engagement-focused YWCA, while almost
all of the staff (approximately 20) had worked for the former regional, com-
munity service-focused entity. In early engagement with staff and board,
the CEO quickly observed that the organisation the staff thought they were
now working for was not the same organisation as the directors thought
they were now governing; there was an alarming disparity in expectations
and aspirations.

This reflected the fact that governance efforts up to that point had been
focussed on the mechanics of amalgamation, in hindsight at the cost of both
genuinely strategic thinking and anything more than rudimentary change
management. There was at that point no strategic plan, nor even an articu-
lation of vision or purpose, or a statement of strategic intent. The CEO saw
that—even before considering external stakeholders—YWCA Queensland
was already an organisation with an identity crisis.

Alongside this fundamental issue, she diagnosed that while certain parts
of the new-from-old organisation did some great work with profound im-
pact on the lives of a small number of individuals, it had the following
challenges.

No articulated vision or strategy with employee buy-in
No real plan for long-term financial sustainability

Too many diverse activities for its size

Low reach and impact

Limited management capability

Low brand recognition and profile

There was also a lack of clarity about the ongoing role of membership.
While this was not so much a viability challenge, it did increase the fuzziness
and add a layer of complexity regarding how the organisation could honour
the legacy of its forebears and engage new members/supporters.
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So, how to address this nest of challenges? The CEO recognised that her
task was to produce cohesion and coherence out of what felt at times like
chaos; for this she would need buy-in from all key stakeholder groups: staff,
members and their representatives (the directors), and external parties. She
knew it would be a long and at times painful process, but it was do-able.

The identified challenges needed to be addressed together; there was not
the luxury to address one at a time. The ensuing transformative work can
be viewed in three parallel streams: strategic focus, staffing, and purposeful
activity.

Strategic Focus

Alongside financial sustainability, which is a given, the CEO considered that
one of the key responsibilities of the role is to be the custodian of the narra-
tive. Every organisation needs a succinct, credible and compelling narrative
about why it exists and how it prosecutes its mission, and a CEO needs to
be able to articulate and ‘sell’ this better than anyone.

The CEO knew immediately that if she struggled to present the new
YWCA Queensland (YWCA) in a coherent narrative, let alone in an ‘an-
chovy statement’, then every other stakeholder—internal and external—
would struggle to articulate or even understand what YWCA was there for.

What the board of the time wanted the narrative to say was that YWCA
did lots of great work to enhance women’s leadership; indeed, this was their
aspiration in amalgamating. What the organisation actually did at that time
was provide community housing, disability services, a volunteer visiting ser-
vice for people in aged care, a financial literacy program for school students,
some training and employment programs, and also ran an ‘op shop’—#none
of which were targeted exclusively or even predominantly at women.

The CEO commenced the long process of transformation with a vision-
ing exercise, asking staff and directors: what would we like the narrative to
be in five years’ time? And in 15 years? What would we like people to say
about YWCA?

The responses were tested, tweaked and retested until YWCA settled on
a 15-year roadmap, a set of high-level five-year goals, a three-year Strategic
Plan and a one-year Operational Plan. These documents articulated aspira-
tions, prioritised current activities, and flagged divestments.

Even at this stage, the CEO was aware that this would be a stepped pro-
cess. There is a limit to how much change is sensible to capture in a single
Strategic Plan; while all such plans should be aspirational, they need to have
some anchor points in current reality, and to not frighten the horses (primar-
ily staff) with over-reaching ambition about a future they can’t yet envisage.

So, the second step came later, in a ‘strategic reorientation’ halfway
through the term of the original Plan. After a lot of consultative work with
staff, directors and other stakeholders, YWCA was finally ready to commit
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to paper its intent to focus its activities on women and girls. The refreshed
Plan that came out of this process will take YWCA through to its five-year
and longer-term goal to be Queensland’s leading women’s organisation.

Staffing

There is no question that, upon amalgamation, the activity spread was way
too broad. The reason this was a problem was the size of the organisation—
the spread of activity did not match its scale. It was still a small organisation
(approximately 20 staff and $1.5M turnover), which could afford little in
management staffing. While there were some good service delivery staff,
management expertise was spread way too thin. And while a CEO may have
capability across many areas, they can’t actually ‘do it all’.

This is a very common scenario in NFPs: there is a single key manager ap-
pointed (e.g. CEO or Executive Director), who then discovers that there is a
management vacuum between them and the next tier of ‘managers’—often
senior (and sometimes excellent) practitioners who have been elevated to su-
pervisory roles with little or no management capability or training. In such
a case, a CEO can very easily end up doing all operational management and
very little strategic leadership—not the job they signed up for. Certainly this
was the case at YWCA for the first 2-3 years.

Thus, a key driver for growing the organisation was developing the
capacity to afford good, capable managers in both service delivery and
back-of-house roles. This has been achieved through a combination of up-
skilling and hiring. When an organisation is in expansion mode, adding new
management hours is always a balancing act—there is a need to add and
support new and emerging leaders, but also the need to have enough busi-
ness to underpin these largely non-income-producing roles. An increase in
turnover several-fold now provides a bank of management capability that
was simply not possible before.

Over its first five years, YWCA undertook other significant workforce
restructuring to align workforce capability with its planned future. As an-
ticipated, this has not been without pain and has required probably the most
critical change management process. The reality is that there will always
be the early adopters, the later adopters and then those who may need en-
couragement to see that it’s time to get off the bus. Willingness to embrace
change is often in inverse proportion to length of service; however, some of
the organisation’s longest-serving staff are now some of its most capable
and committed managers. The change process has honoured their existing
expertise while harnessing it to a more strategic purpose.

Purposeful Activity

Activity that’s not in the service of a clear strategy is just stuff.
Once YWCA had a strategy, it was easy enough to see which activities—
however valuable to the individuals involved—were not a fit. Several
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long-standing programs were marked as exits, while others could be reori-
ented with a new focus on women and girls.

For example, the board had often wondered aloud why YWCA was in-
volved in a (non-gendered) disability service; the CEO had observed that
if it simply ceased offering disability services, financially the organisation
would likely fall over. The win:win solution was to refocus this as a service
primarily for women and girls with disability and looking particularly at
their housing needs—a solution that aligns tightly with the articulated strat-
egy, harnesses the organisation’s considerable expertise in both housing and
disability, fills a gaping area of need in the community, and contributes to
YWCA’s sustainability.

It was also easy—once a strategy was in place—to see where the organ-
isation had high aspirations but little or no activity; this was especially evi-
dent in the (not immediately income-producing) areas of engagement and
advocacy.

Once time permitted, the CEO set about devising some initiatives that
would help position YWCA as the leading women’s organisation in the
state, and would result in income-producing work. Ideally, this would have
happened sooner but the reality was that the CEO had insufficient band-
width until some of the other matters discussed above had been dealt with,
and there was additional capability in the management team.

From the start, the board had (not unreasonably) pressed for engagement
and fundraising activities, particular in the corporate sector. However, as
well as the issue with staffing capacity, in its first few years the organisation
had neither the profile nor the products to make it an attractive partner for
corporates—it couldn’t yet deliver the goods. There were some successful
events and engagements, but without staffing to follow-up, opportunities to
capitalise were missed.

In truth, in terms of its positioning endeavours, in its first years the re-
ality lagged perception. YWCA—through no dishonesty on its own part,
but simply through public perception—was often believed to be bigger and
more influential than it was. For the CEQ, it sometimes felt like a case
of ‘fake it till you make it’ or, in the words of a business advisory col-
league, ‘perception-led reality’. However, through purposeful and strategic
relationship-building and related activity, the organisation now enjoys a
justified and enviable reputation among key influencers and as a trusted
partner of government.

Bringing It All Together

Turning the ship is a long, slow process . . . but it is turning.

Five years after amalgamation, YWCA has cemented its presence in
Queensland. It is included in consultations, asked for media comment, and
is well on its way to being the go-to women’s organisation in the state. It
hosts sell-out events and has a very popular fortnightly e-newsletter, which
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is a valuable conduit for remaining connected to its ever-growing supporter
base.

In programming, it is building its reputation as a quality provider with
particular expertise regarding women and girls. It has developed some valu-
able partnerships and, importantly, has developed ‘product’ that it is set to
commercialise.

Its day-to-day work is now overseen by a highly capable General Man-
ager, allowing the CEO the bandwidth to focus on longer-term strategic
objectives. For example, YWCA has a lazy balance sheet, and is now inves-
tigating how to leverage this for long-term sustainability and growth.

The road to here from amalgamation in 2011 has required considerable
investment, fortitude and a certain tolerance for failure; not every initiative
has been a success. Commitment by the board, and its faith in the CEO,
have allowed YWCA to stay the course it plotted in its 15-year roadmap.
The future is looking bright.

Kate Tully
Chief Executive Officer
YWCA



7  Your People, Your Volunteers

Amanda Roan

Introduction

Building sustainable Not-for-profit (NFP) organisations is critical to soci-
ety due to the social value they create including in countries such as Aus-
tralia.! Over one million paid employees worked in Australian charities in
2014 while almost half of charities have both paid employees and volun-
teers.? Almost half of these charities reported that they had at least one
paid employee and one volunteer.? The Australian Productivity Commission
estimated that 4.5 million persons contributed volunteer labour.* Almost
half of all paid employees in Australia’s charities/not-for-profit sector were
found in education (31.6) and aged care (15.3%). Social services and hos-
pital services and rehabilitation accounted for a further 8.1% and 7.3%
respectively. This sector breakdown indicates that not-for-profit employees
include a large number of professional employees. In contrast, this survey
showed that 44.3% of charities employed no paid staff.* Added to this is the
managing of the estimated 6.1 million people who at some time take part in
formal volunteering in Australia.®

These numbers reveal the importance of the sector in the labour mar-
ket, a diverse workforce made up of heterogeneous working arrangements
and, therefore, a considerable challenge for leaders and people managers.
Human Resource Management (HRM), as opposed to the clerical function
of personnel, emerged as a discipline in the early 1980s. With the growth
in service and knowledge industries, the more sophisticated practices de-
veloped through HRM aim at improving the productivity of the workforce
and fostering innovation and alignment with the organisation’s strategy and
operational environment. With much of the research and development of
HRM being undertaken in the for-profit and public sectors, an important
question for the not-for-profit sector has been to what extent the principles
and practices of HRM are relevant for the not-for-profit (NFP) sector? This
chapter will review some of the enduring principles of gopod HRM and ex-
amine the extent they are aligned with and challenged by working with
employees and volunteers in the not-for-profit sector.

As HRM has the maximising of productivity and commitment of its staff
as one of its main aims, the next section will briefly outline some of the
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motivational theories and accompanying research as applied to NFP em-
ployment. This will be followed by a review of some key HRM functions in
relation to NFPs: attraction and retention; learning and development; and
recognition and reward.

People, Motivation, Passions and Purpose

With the growth of service and later knowledge industries where the com-
mand and control approaches of scientific management were no longer con-
sidered appropriate, a great deal of research has focused on what motivates
people to produce effort in the workplace. One outcome of this vast body
of research and the multiple theories of leadership and work motivation
is a realisation that what motivates people at work differs from person to
person and can change over time. Hartel et al. summarise by stating that
people are motivated at work by intrinsic factors such as friendly enjoyable
work environment, challenging tasks and a genuine desire to help others as
well as extrinsic factors such as money, status and other more materialistic
items.” For leaders, understanding the balance of these factors is important.

Paid Employees

Although there is some evidence that employees of NFP organisations tend
to be paid less than their counterparts in the for-profit sector, to an extent
this reflects the industries where the NFP sector is concentrated such as edu-
cations and social services.® In countries such as Australia, industrial laws
often determine wage levels although market forces can mean that the pri-
vate sector is more attractive to certain groups. Answering the question as
to whether some of those who work in NFP organisations have a distinct set
of motivations is a difficult. Word states that there is mounting evidence to
suggest that NFP employees are motivated by intrinsic rewards or a motiva-
tion to serve the community and the common good.” Quoting Light (2002),
Word highlights a set of differences found between the responses between
NEFP, for profit and public sector workers.!® Light’s survey confirmed that
not-for profit employees were significantly motivated by the common inter-
est.!" The survey also found that “about 75% of nonprofit employees dis-
agreed that their work was boring in comparison to 46 % of public and 54%
of private employees” and “nonprofit employees were also less likely to
believe that their jobs were dead end with no future, compared with public
and private sector employees.”'? Although this is one snap shot, it points to
the importance of the work environment in non-for-profit organisations for
motivating employees.

This development of a positive organisational climate is supported by
Holloway (2012) whose research supports the notion that leaders need to
develop a close relationship with employees of NFPs if commitment to the
organisation is their goal.’® Kluvers and Tippett (2011) found “the suc-
cess of the client” a strong motivator for staff in NFPs and this, and the
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organisation’s mission, remained strong motivators even after the introduc-
tion of cash bonuses.™

Volunteers

But what motivates those who are not any-way-dependent on an organisa-
tion for their livelihood? Although it is easy to simply nominate intrinsic
rewards, Worth (2009) reminds us that we need to consider the motivation
of volunteers in two ways—“What motivates people to become volunteers
in the first place and, second, what factors motivate them to perform at a
high level and continue in their volunteer roles?”!* At the beginning of this
section I pointed out that people are motivated by a range of factors and
taking away the need to earn money does not diminish the variety of needs
and goals among the volunteer workforce.

Understanding why people freely give their time and effort is complicated.
Batson and colleagues (2002) report four motives for community involve-
ment.'® Briefly outlined these are:

e Egoism: Increase one’s own welfare. These authors state that this is the
most obvious in acting for the common good and provide examples of
the philanthropist who might endow a hospital or university to gain
recognition and a student who may volunteer to add community service
to their resume.

e Altruism: Aims at increasing the welfare of one or more individuals
other than oneself. Commonly based in empathic emotion and the valu-
ing of other people’s welfare, a volunteer is motivated towards relieving
the needs of the other person. Batson et al. report that empathy induced
altruism appears to be directed towards specific others, it may not be
possible to feel empathy towards abstract social categories such as the
homeless or people with AIDS. It may also be short term such as when
parents volunteer to organise sporting events while their own children
are involved in these events.

e Collectivism: Motivation with the ultimate goal of increasing the wel-
fare of a group or collective. Batson et al. state that these groups might
be as small as a family or as large as humanity. They may be one’s race,
religion or political party. Although it may not be necessary to belong
to the group to be motivated to help, we are more likely to be motivated
to take action for a group with whom we identify, potentially leading to
the existence of outgroups. However, unlike egoism and altruism, col-
lectivist motivations can be removed from self-interest.

e Principleism: Motivation with the ultimate goal of upholding some
moral principle such as justice. Batson et al. note that calls to act for the
common good are often appeals to principle such as a duty to give our
‘fair share’ or care for our local environment. Although principles can
be seen to transcend self-interest, the problem however is that knowing
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when and how a given principle applies, as humans we are prone to con-
veniently forgetting or rationalising away principles such as accepting
inequalities in society or forgoing the extra effort required to recycle.

Given this rather complex array of motivations and the broad range of
circumstances and situations where volunteers provide valuable and essen-
tial labour, the question leaders need to ask is—does it matter what moti-
vates volunteers? Pearce (2001) notes that with no direct monetary reason
for joining or staying with the organisation the reliance on volunteer la-
bour “creates unique pressures both for the volunteers and for the organ-
isation.”"” For example, a substantial number of volunteers are recruited
through personal contact meaning that volunteers are significantly more
likely to report that friendly co-workers are important in their decision to
stay in an organisation. Volunteering can often only commit ‘spare’ time as
opposed to work time and family time. Overall, Pearce (2001) concludes
that volunteering appears to be a less behaviourally committing act than
taking on a paid job."

A further example of the necessity of understanding the motives of volun-
teers can be found in sports organisations. Schultz (2005) notes the poten-
tial for volunteers to question the primary motivation of paid staff.'” This
can be particularly important when collectivism is involved as with a sport-
ing club or when upholding a moral principle as in a religious organisation.

Regardless of these distinctions, as Worth (2009) points out “a consid-
erable body of research on volunteers suggests that the factors leading to
motivation and satisfaction are similar to those of paid staff.”?°

Managing the Relationship Between Paid and Unpaid Staff

Balancing the needs of paid and unpaid staff and diversity of working
arrangements found in the NFP sector poses a challenge to leaders. As noted
above, in Australia almost half of all charities have at least one paid staff
member. Schultz (2005) points to research that shows the introduction of
paid staff can lead to the change in the social structure of an organisation.?!
For Scheier, this change from volunteer-based occupations and organisa-
tions has been a historical phenomenon recalling that teachers and even
police were once volunteers.?? With regard to human services he notes that:?

It’s difficult or impossible to do the job with just volunteers. It’s equally
difficult or impossible to do the job just with paid staff. Therefore, we
are going to have to find the right mixture of staff and volunteers and
make it work.

For example, Shultz shows how there has been a trend towards profes-
sionalisation of management in sports clubs.?* On the positive side this has
been to overcome inadequacies and efficiencies deemed to occur in volunteer
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systems and a dwindling supply of volunteers. In Canada and Australia pro-
fessionalisation has been linked to the political mileage gained by successful
international competitions. Others report the creation of new jobs and pro-
fessions.?’ Schultz’s small study of differences between paid executives and
volunteer managers highlighted different attitudes to the mission of the or-
ganisation.?® Volunteers believed the organisation existed for the benefit of
the members whereas the paid staff focussed on goods and services. He also
found potential clashes in the spare-time/reaction perspective of volunteers
and the boundaries around paid staff working time. Volunteers and paid
staff also had different perceptions around the management of the organisa-
tion particularly the command structure and delegation.

Also in the context of sporting organisations, Taylor et al. (2006) found
differences in the expectations and perceptions of paid staff and volunteers.?”
Using psychological contract theory, they found that club administrators
had substantial expectations of volunteers “In relation to adherence to pro-
fessional, legal and regulatory standards” whereas “volunteers were primar-
ily concerned with doing rewarding work in a pleasant social environment
that was able to fit within their often-tight restrictions.”?® Although much of
the research highlights differences between paid-staff and volunteers, there
is controversy in the literature around the extent of differences in HRM
policies and practices required across NFP organisations. The next section
will examine key HRM practices for both groups.

HRM Practices in Not-For-Profit Organisations
Attraction and Retention—Paid Staff

Staffing an organisation with people with the right skills, a high level of
engagement and who contribute to a positive culture has long been acknowl-
edged as one of the key objectives of HRM. As already stated, examinations
of the NFP sector generally show that NFP employees tend to be paid less
than they counterparts in private industries.?’ Being tied to short-term gov-
ernment funding and grants leads to temporary contract-based employment
which may be unattractive to many employees.*

Research continually points to salary and conditions not being the first
consideration of seeking work in NFP organisations.’ Indeed, O’Loughlin
states that “individuals who really want to work in the non-profit sector will
do so regardless of higher salaries elsewhere.”%* The section on motivation
above pointed to intrinsic motivation as the primary force in determining
that person’s work for NFPs. O’Loughlin found the importance of a ‘defin-
ing moment” and the dual realisation both of the need for change and of the
potential attractiveness of the NFP sector.>* Leaders, therefore play a vital
role in attracting and retaining staff and research points to two important
areas for consideration: mission attachment and aligned values.

For some time now, various commentators have identified the organ-
isation’s mission and accompanying mission statements as an important
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management tool in NFP organisations.** When used effectively a mission
statement can identify organisational objectives, give staff goals and direc-
tions and specify performance standards. Staff whose own values align with
the organisations mission and values are more likely to enact these values in
the services they provide thus upholding the organisation’s public image.*
This concern for image reflects current HRM concern for ‘employee brand-
ing’ defined as “the process by which employees internalise the desired brand
image and motivated to project the image to customers and other organisa-
tional constituents” including future employees.*® Indeed, commitment to a
cause, being able to uphold personal values and to work for something in
which they truly believe and the opportunity to do so in a community of
like-mined others are strong attractors.?”

Being attracted to an organisation does not mean a person will remain,
particularly when circumstances do not support an employee’s commitment
to a cause. The support of leaders through difficult times and consultation
and empowerment are critical.’® The question then becomes what can HRM
offer when pay, conditions and a sense of employment insecurity often un-
dermine even strong commitment. Colleran et al. quote Hudson’s employ-
ment survey as identifying the following activities as most frequently used
initiatives for retaining staff in NFP organisations:*’

e Flexible work (the capacity for staff to work when and how they want)
Financial packages (the provision of tax-effective remuneration pack-
ages, thus increasing the remunerative value of otherwise uncompetitive
packages)

e Leadership development (the provision of opportunities for training
and experience—e.g. acting roles—to prepare for leadership roles)

e Succession-planning (utilising career planning and staff development to
achieve retention)

e Mentor program (the provision of advice and support by an experi-
enced person)

e Formal coaching (the provision of external coaching services for the
development of staff)

e High-potential program (the identification of those staff likely to be-
come leaders in the organisation, and the provision of leadership devel-
opment support)

Attracting and Retaining Volunteers

Brundy argues that successful use of volunteers in an organisation rests on
a deliberate consideration by the organisation of the rationale for volunteer
involvement and that prior to recruiting volunteers, organisational leaders
should decide on the appropriate goals for volunteer involvement.* It fol-
lows that volunteer-only organisations need to draw on the rationale for
their existence in designing recruitment programs. The literature is gener-
ally in agreement that the intention to start, stay and leave amongst the
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volunteer population is highly variable and influenced by motivations, age,
culture, role expectations and family situation.*! To add to this volunteer-
ing can be ad hoc or arise spontaneously to meet a need on a short-term
basis, may be an agency wide structured programs and may even be sought
through a contracting agency that matches volunteers to organisations.

Hagar and Brudney state that there is no one size fits all prescription for
recruitment of volunteers. Analysing the problems faced when recruiting
volunteers, they identified a number of factors to take into consideration
when recruiting volunteers.* Briefly, these are:

e Volunteer intensiveness or the number of and hours of volunteers influ-
ences ease of recruitment.

e Volunteer resource managers or an organisation’s top management team
have a degree of control over the culture and strategic management and
can take steps to address volunteer management capacity (screening
and matching volunteers, developing written policies and training etc.),
broader organisational culture and specific recruitment strategies.

A commitment to a volunteer resource manager paid or unpaid.

e The cultural tone set by staff who interact with volunteers
The need to concentrate on only the most effective recruitment strate-
gies in terms of methods and advertising.*

In their research into public charities in the United States Hagar and
Brundey found that increasing the scale of intensiveness of volunteer usage
helps to attenuate recruitment problems suggesting that organisations that
use fewer volunteers do need to work harder to recruit their volunteers
as they do not have mechanisms in place to find them. They also found
that volunteer resource manager capacity may lessen recruitment problems
where they can put in place specific management strategies aimed at en-
hancing the volunteer experience such as the recognition activities discussed
below. This can be effective as potential volunteers must judge the organ-
isation from what they can see rather than what they experience. Finally,
they emphasise that using more and more ways to recruit volunteers may
be counter-productive advising non-profit organisations to use the strategy
they find works best.*

Although volunteer recruitment is complex and varied, it is not meant to
suggest that sound HR recruitment practices should not be applied to vol-
unteers. There is general agreement in the literature that the job description
for the volunteer role needs to meet the organisational goals and the unique
capabilities of the volunteers.*

Volunteers’ attachments are sometimes described as precarious. Although
some turnover is unavoidable as people relocate or other life factors inter-
fere with their ability to volunteer, two factors stand out in the literature: the
organisational environment including interpersonal relationships and rec-
ognition of service which will be dealt with in a section below. Lipp quotes
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the UPS Foundation research on volunteer retention as stating, “two out of
five volunteers have stopped volunteering for an organisation at some time
because of one or more poor volunteer management practices.”* Proper
management in Lipp’s assessment includes competently designed jobs for
volunteers; proper onboarding including welcoming and mentoring of vol-
unteers; learning and development including ongoing training and support;
and a culture of appreciation where volunteers and paid staff feel respected
and valued (89-90).%

Of course, while the emphasis will differ depending on context the type
of activity carried out by the volunteers, an investigation into volunteering
in Emergency Services, Baxter-Tompkins and Wallace found connectedness
and a sense of family were important as well as loyalty to the mission of the
organisation.* Importantly, they ask the questions—what would make a
volunteer leave the organisation? They found internal friction and conflict,
issues of leadership style of paid employees and perceived lack of equip-
ment were the major issues raised.*” Along with managing conflict, listening
to and asking for feed-back from volunteers, and saying thank-you, Lipp
points to management factors such as not wasting volunteers time, under-
standing that the organisation is not the volunteer’s number one priority in
life and that volunteers may get overloaded and need on-going support.*°

Learning and Developing Employees and Volunteers

Given the diversity of occupations, tasks and job status in the NFP sec-
tor the topic of training and development (T&D) is vast. As the discussion
of retention illustrated, providing adequate training and learning and the
opportunity to develop are tools for staff retention. The enduring problem
is not only the development of a sustainable organisation but viewing learn-
ing, training and development as an investment and not just a cost.

Training and Development—Employees

Learning and development activities aim to develop and maintain compe-
tence in an organisation. Nankervis et al. maintain that although the desired
level of performance “may be accomplished on an informal basis, better
results are usually obtained through a well-organised formal training or a
comprehensive on-the-job development program.”*' For all organisations,
but particularly for NFPs, the delivery of cost effective programs is critical.’?

Quoting Pynes, Blackmar and LeRoux list five key questions related to
NFP training and staff development.*> These are:

(1) ‘How can we develop a comprehensive training plan to address the
needs of managers . . . support staff, volunteers and board members?’
(2) “What methods can we use to assess our agency’s training needs?’
(3) ‘How can we design and implement the training programé’(4) “What
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training delivery methods will we use?” and (5) ‘How will we demon-
strate that the training budget was well spent?”*

Those familiar with T&D will recognise that these questions are equally
important in for-profit organisations. What is different for NFPs is that
public accountability stresses demonstrating the benefit of HR activities
for the mission and goals of the organisation—often within a short time
frame.’ This may be difficult as showing the benefits of investing in staff
development requires a long-term perspective whereas programs may be
short-lived.

Training and Development—Volunteers

As outlined above, the attachment of volunteers to the organisation can
be tenuous with volunteers often needing to respond to other priorities in
life when it comes to commitment to the organisation. At the same time,
properly trained volunteers are important to maintain the organisation’s
performance and image. Despite loose attachments, the training of vol-
unteers might be ‘life or death’ as in volunteers in emergency services or
simply important for the satisfaction and retention of volunteers. One of
the most important elements of the training of volunteers is the orienta-
tion program. Numerous commentators confirm that well-designed orien-
tation programs reduce stress on volunteers, make them feel welcome and
can reduce turnover.’® Volunteers need to understand the job they will be
expected to do, and have the necessary training, tools, and information to
complete the job.>’

Providing effective training in the volunteer sector goes beyond job per-
formance. Costa et al. argue that creating a sense of community which is
important for volunteer job satisfaction and commitment to the organisa-
tion can be enhanced through training activities.*® Examining sports events
volunteering, they observed:*’

Event volunteers come together early in their volunteer experience (and
sometimes for the first time) in the context of their training prior to the
event. The opportunity to share opinions and experiences during train-
ing may enhance volunteers’ sense of community because it is an early
and tangible basis for interaction and indication of support from peers
and supervisors.

In sum, although the use of volunteer skills development covers a spec-
trum from executing basic tasks to leadership development for the voluntary
board’s members, the processes of needs assessment, careful consideration
of method and expectation and evaluation as appropriate will enhance the
organisation’s capacity to deliver its mission.
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Remuneration, Recognition and Reward
Pay and Rewards—Paid staff

Although employment relations regulations in many countries ensure a
degree of parity between private sector and NFP salaries, material benefits
are generally less for NFP employees. Indeed, a study in the United States
by Yan and Sloan found that when salaries are above the medium it is unfa-
vourable for donations overall.®® The discussion above also emphasised the
importance of intrinsic rewards, but it also outlined survey research that
listed tax effective remunderation packages as a tool of attraction. In Aus-
tralia ‘salary sacrificing’ as it has become known in Australia, “is used to
increase the net value of employees’ wages by providing them with access to
their pre-tax earnings for a wide range of benefits.”¢! Examining the Aus-
tralian NFP community sector, Charlesworth and Marshall are critical of
this reliance on tax concessions finding that it reinforces under-funding by
government, nevertheless they confirm that it is a popular attraction strat-
egy in the Australian NFP sector, although they dispute its effectiveness as
a retention strategy.

Regardless of the influence of intrinsic rewards on working in NFPs
equity remains an important consideration when designing a remundera-
tion scheme. A long-standing principle based on Adam’s equity theory
is that staff will evaluate their salary and rewards compared to others
and that this comparison may influence their behaviour and effort.®> Al-
though belief in mission and intrinsic motivation might partly mitigate
comparisons with what is achievable in the private sector, fairness in
calculating and distributing rewards remains an important principle in
NFP management.®?

Benefits such as flexible work arrangements and a positive workplace
culture have largely been covered in the section on retention above. The
research indicates that leaders must see salary and rewards as a pack-
age making sure that the benefits of working for an NFP are fair and
adequate.

Recognition and Reward—Volunteers

The very definition of a volunteer means working without financial reward.
The rewards from volunteering may be intrinsic but non-monetary recogni-
tion is also important. Recognition methods range from daily saying thank
you, through certificates and Facebook posts to volunteer events such as
luncheons and Christmas parties.

Cuskeley et al. clearly outline some of the problematic nature of manag-
ing volunteers as the lack of monetary reward means that a volunteer is
not dependant on the organisation and so may be less subordinate to the
organisation. They state:%
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“Having volunteers recruited, orientated and trained for the job they
are expected to do does not necessarily guarantee job performance.”

Writing about sports volunteers, they note that the personal benefits of
volunteering include work experience, tapping into community networks or
assisting their child to participate in sport. Affective benefits include devel-
oping interpersonal relationships and friendships, group identification and
associated group status.® Rewards may include job skills and the building
of a CV.

However, the complex and somewhat self-serving nature of volunteer
motivation does not exclude the notion that a powerful motivation for vol-
unteering is the achievement of worthwhile and visible results.®® Award cer-
emonies etc. reinforce desired performance and should be tailored to the
individual volunteer’s wants and needs. Brudney states “A heart-felt “thank-
you” [emphasis in the original] can be all the acknowledgement many vol-
unteers want or need.”®’

Conclusion

This chapter began by emphasising the workforce and organisational diver-
sity in NFP organisation and the challenge facing leaders as people manag-
ers. Understanding motivation with an emphasis on intrinsic motivation is
important. Although employees and volunteers may be attracted to working
in an organisation because of its mission and goals, the staff and volunteers
need to be recruited who have the ability to, or can be developed to achieve,
appropriate organisational outcomes. Overall, in the absence of competi-
tive extrinsic rewards, the organisation climate, often driven by leaders, is
vital in retaining employees. Good HRM has a role in enhancing the NFP
workplace.
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Leadership in Practice: Sharing the
Load at the Top—Peer Leadership
at The CEO Institute

Introduction

There are many opportunities and challenges which come with being a CEO.
Along with the sense of satisfaction that can come from major achievements,
there can also be frustrations, uncertainties and fears when the going gets
tough. Very often it is not appropriate for the CEO to share these concerns
with others in the organisation. Furthermore, depending on the structure or
personalities of the Board, it may not be realistic to share such concerns at
that level either.

All of this can lead to a real sense of loneliness at the top. This is especially
true for CEOs new to the role, and for those in organisations with less well-
established governance arrangements, which can include many NFPs.

CEOs exist in a huge variety of contexts across public and private compa-
nies, NFPs and public sector entities, and across different sizes and types of
organisations. However, there are striking similarities in the opportunities
and challenges most CEOs face.

An initiative which has proven successful in connecting CEOs to lighten their
load by sharing experiences and learning from each other is the CEO Institute.

The author has had the privilege of chairing a Brisbane based syndicate
of the Institute for some six years. This comes after a career, primarily in
the public sector, starting as a civil engineer, then transitioning through dif-
ferent roles to include some twenty-two years as CEO of major Queensland
Departments. While most of the members of the CEO syndicate are from
the private and not-for-profit sectors, the challenges they face are remark-
ably similar to the challenges which the author used to face in government.

The Institute

The CEO Institute has been operating for over twenty years as a member-
ship organisation for Chief Executives. It is based in all Australian main-
land state capitals and Auckland. Its prime focus of activity is based on
meetings of syndicates of CEOs through which members connect with like-
minded leaders to learn from each other in a supportive and confidential
environment.
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Each syndicate has approximately fifteen members drawn from different
industry sectors and types of organisations. Members are matched so that
there are no competitors within a syndicate and conflicts of interest are
avoided. This is to ensure that the paramount principle of confidentiality is
maintained so that members will feel encouraged to bring issues openly to
the table for discussion. Chatham House Rules apply at all times.

Each syndicate meets monthly. While there is flexibility in meeting ar-
rangements, the usual pattern is a morning meeting at a central city loca-
tion, starting with a buffet breakfast, followed by a guest speaker addressing
a topic previously raised by members, and then moving on to a round table
discussion of business issues amongst members.

Some meetings have no guest speaker but instead workshop a particular
issue, drawing on members’ own experiences. On occasions, meetings are
held at a particular member’s workplace so that others can gain a better
understanding of that business and its challenges. There have been some
fascinating workplace meetings which completely changed members’ views
of what the business being visited was all about!

There are also other Institute activities, such as business lunches and so-
cial functions, where members can mix across syndicates to widen their
networks. There are activities for ‘emerging CEOs’ as well.

Relevance to NFPs

The similarities of challenges facing CEOs from different types of organisa-
tions have already been noted, and this certainly includes NFP CEOs. In
fact, an observer of syndicate meetings would be hard pressed to identify, on
the basis of discussion around the table, which sectors members came from.

A notable feature of many members’ backgrounds is the movement they have
made between sectors over time. Overseas experience is another common fea-
ture. All this brings enrichment to the syndicate, especially for NFP members.

NFP members are always encouraged to join. Current and past NFP mem-
bers have come from a wide range of fields, including education, health, dis-
ability services and church organisations.

Topics of Focus

The topics chosen to be addressed by guest speakers or by workshopping
are based on members’ interests. All members are regularly canvassed for
their ideas on topics and potential speakers. It is usual for guest speakers to
be leaders in their fields, often with high profile backgrounds.

Recurring themes the syndicate has addressed include:

e Executive/Board relationships, in particular CEOQ/Chair relationships.
e Business opportunities, including opportunities through digital
disruption.
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Mergers and acquisitions.

Achieving culture change to promote high performance.

Managing poor performance.

Effective engagement with the community, including crisis management.
Examples of other topics which arise from time to time include:
Changes to legal requirements, e.g. WH&S.

Forthcoming elections and impacts of political change.

Impacts of technological change.

Developments in particular industry sectors.

The Personal Dimension

Probably the most valuable part of syndicate meetings comes from open
communication around the table when members freely share their successes,
failures and challenges and bring their wisdom to bear on each other’s
challenges.

These can cover a wide range—for example, from operational matters,
through staff performance and culture, to merger/acquisition strategy, to
relationships with board members and personal career questions. Recently,
there has been quite a focus on promoting innovation, identifying oppor-
tunities for and threats from digital disruption, and balancing commercial
objectives with wider responsibilities to the community.

A key role for the syndicate chair is to encourage members to feel free to
talk honestly about personal challenges in their work life. It is a privilege to
be part of discussions which help members to deal with the sometimes quite
vexed dilemmas facing them.

It is also pleasing to see members follow up one-on-one outside of meet-
ings to help each other on more specific opportunities.

Conclusion

A common experience of CEOs is that it is easy to become engulfed by the
many challenges of the job. It can be ironic that, while addressing the devel-
opment needs of their staff, a CEO can easily lose sight of the need to attend
to their own development.

Membership of the CEO Institute is a very effective way to stay in touch
with what your peers are doing and to learn from them and from great
speakers, in a confidential and collegiate forum.

Bruce Wilson
CEOQO Institute
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Opening Vignette: Mirabel Foundation

Mirabel is an Australian Children’s Charity that was established in Victoria
in 1998 to help children of drug-addicted parents and it now operates in New
South Wales as well. Mirabel is the vision of Jane Rowe, who served as a drug
and alcohol counsellor for over twenty years and in her work witnessed the
devastating effects that drug use has on the children of drug users and the
cycle of abuse that repeats itself through generations if action is not taken.
Mirabel has been the first in the whole world to establish a charity to look
after the children of drug addicted parents.

Since this time, under Jane’s guidance and leadership, Mirabel has provided
vital assistance and support to thousands of children and currently supports
over 1500 children and young people, the most profoundly overlooked casu-
alties of substance abuse in our society.

Mirabel’s programs achieve positive results for children and they carefully
target and manage their funding to deliver the best outcomes for the targeted
community. Being a small NFP primarily depending on donor funding, Mi-
rabel has been cautious in its investing in new projects. Jane believes that
remaining financially viable is critically important for Mirabel to continue
to deliver its services. Mirabel was recognised as an example of best practice
by the Australian National Council on Drugs (ANCD) and they were also
honoured by being chosen as a finalist for Excellence in Prevention at the
2007 National Drug and Alcohol Awards and were awarded the Victorian
Children’s Charities Award in the category of Drug and Alcohol.

Like many other conventional Non-profits, Mirabel relies on public dona-
tions. Faced with increased competition for donor dollar, Mirabel has been
forced to be innovative in all its operations, particularly in fund-raising. From
the beginning, Mirabel has seen the value of marketing in educating the public
and positioning its cause to differentiate from competition. Over many years
Mirabel has used the Melbourne Comedy Festival to reach potential donors
where they are strongly supported by comedians to educate audiences of their
cause which Mirabel knows pays off in the long run. Interestingly, every year
they engage in a different activity as successful fund-raising ideas are always
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imitated by others. Mirabel operates as a niche-marketer and adopts innova-
tive entrepreneurial marketing strategies to build its public image, raise much
needed funds for its projects and attract volunteers who provide much needed
human resources to serve Mirabel’s targeted community—the children of drug
addicted parents.

Overview

Marketing, as defined by the American Marketing Association (AMA) is
“the activity, set of institutions, and processes for creating, communicating,
delivering, and exchanging offerings that have value for customers, clients,
partners, and society at large.”! The ‘marketing concept’ is at the core of
the marketing discipline and it proposes that in order to satisfy its organ-
isational objectives, an organisation should understand the needs and wants
of consumers and satisfy these more effectively than competitors. This view
differentiates marketing from several other orientations that are widely
being confused with marketing such as the product, production, or sales
orientation which pays lesser attention to customer needs.

Market Orientation

With the marketing concept gaining popularity, many organisations have
assigned a prominent place to customers in their mission statements and
adopted slogans such as ‘customers first” and ‘customers are our greatest
assets’. This created much confusion, as there was no way of determining
if a firm was truly dedicated to their markets. Addressing this need, after
many industry consultations, academics developed ‘market orientation’—a
managerial tool which allows truly market-oriented firms to be determined.
Market-oriented firms are those that actively collect information (marketing
research) about markets (customers and competitors), share such informa-
tion among all the functional departments of the firm and mobilise all such
functions to satisfy customer needs.?

STP Framework

Conventional marketing strategy follows the STP framework of segmenta-
tion (segmenting markets, in terms of criteria such as demographic, geo-
graphic etc.) targeting (identify a specific customer segment or multiple
segments on which the firm decides to focus all its marketing efforts) fol-
lowed by positioning of its products and services in the minds of consumers
to highlight its advantages over those of competitors’ products.



144 Jay Weerawardena
Marketing Mix

Marketing mix is the mix of strategies that the marketers adopt to effec-
tively take their products and service to the intended market segments.
Whilst the conventional marketing mix strategy entails the ‘Four P’s’ of
Product (products/services), Place (distribution channels), Promotion (com-
municating the value of product and services) and Price, with the growing
recognition of services, this mix now includes three additional Ps, namely
People (humans involved with service delivery), Physical evidence (tangible
elements of services), and Processes (procedures, mechanisms and flow of
activities by which services are delivered).

Marketing and Competitive Advantage

Marketing’s contribution to firm competitive advantage through innova-
tion is well established and considered the primary source of firm com-
petitive advantage. Innovation takes multiple forms of product, service,
marketing and managerial innovation. It enables the firm to gain posi-
tional advantages in competitive markets in three ways—namely, cost
advantage (adopting strategies to achieve least cost strategies), differen-
tiation (adopting strategies to develop superior features in product and
services), and niche-focus or targeting a marketing segment that fits with
firm’s resources and capabilities. Niche strategy, which is predominantly
adopted by resource constrained small firms, involves specialisation and
penetration of a chosen market segment which enables the firm to build an
entry barrier to competitors.

Emergence of the Entrepreneurial Marketing Concept

Over the last few decades the concept of entrepreneurial marketing has
gained prominence. Entrepreneurial marketing basically argues that mar-
keters must be entrepreneurial if they are to make a differential contribution
to a firm’s competitive advantage. This view originated from the work of a
group of academics led by Gerald Hills at the University of Illinois, Chicago,
which later led to an annual symposium titled ‘Research at the Market-
ing/Entrepreneurship Interface’. Following this view many researchers have
found that resource-constrained small firms that are headed by entrepre-
neurial leaders adopt innovative marketing strategies to reach their target
markets effectively in competitive markets.?

The most common features of entrepreneurial marketing include innova-
tion, risk taking, and being proactive. Entrepreneurial marketing campaigns
try to highlight the firm’s greatest strengths while emphasising their value to
the customer. One such strategy is ‘resource leveraging’. With limited adver-
tising budgets, entrepreneurial NFPs use resource-leveraging strategies such
as the use of publicity or deliberately creating publicity around their product,
services or the cause to gain the attention and persuade targeted audiences.*
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Many of these concepts and frameworks s can be equally adapted to non-
profits. However, the unique characteristics of NFPs require substantial
modifications of for-profit marketing tools. We find that non-profit market-
ing strategy is shaped by two factors.

Non-Profits Are in a Transition: Shifting to Income
Generating Strategies

Non-profits now operate in an increasingly competitive and constrained
environment which is attributed to government favouring competition, pri-
vatisation and efficiency in the delivery of public services, and the exponen-
tial increase of NFP numbers. This challenging environment has threatened
the sustainability of NFPs and forced them to move beyond purely rely-
ing on philanthropic and grant funding, towards a mix of funding sources
supplemented with earned income.’

In Australia the main source of income is shifting from philanthropic gifts
to government grants and contracts (38%) and sale of goods and services
(34%).¢ This mirrors a global trend of NFPs moving in the direction of
earned income strategies. Broadly, many conventional NFPs have pursued
business model innovation incorporating more and more income generat-
ing activities. As a result the NFP field now has three types of NFPs with
overlapping operational characteristics; ‘conventional NFPs’ that still rely
on donor and government funding, ‘social enterprises’ that have income-
generating businesses that support the overall social mission and ‘social
businesses” where business takes priority to deliver the social mission.

With this shift towards income generating activities the importance of
marketing is felt more than before which is evident in all these organisa-
tional forms. For example, the conventional NFPs, which substantially rely
on donor funding, channel all their marketing effort towards differentiating
their cause from competitors for which they extensively pursue innovative
fund-raising campaigns. Building a highly visible brand is at the core of
this strategy. Classic examples are Surf Life Saving Australia (SLSA) and
Mirabel Foundation, Victoria. Similarly, many social enterprises rely on
their marketing campaigns to differentiate their causes and promote their
business arms. For example, the Bawrunga Aboriginal Medical Practice, a
self-funded GP service primarily established to deliver specialised medical
services to indigenous Australians, now serves other communities as well for
which they rely on various forms of marketing communications.”

At the extreme end of this NFP organisational formats continuum, we
find ‘social businesses’ that are similar to for-profits where the sole opera-
tion is selling a product or a service to support a social issue. The well-
known Grameen-Danone Shokthi Doi yoghurt factory in Bangladesh is a
social business. It was initiated by Professor Mohammed Yunus, Nobel
Prize winning economist and founder of Bangladesh’s Grameen bank—one
of the great leaders in the social value creation arena with the investment
support of Franck Riboud, the CEO of Groupe Danone in Switzerland. The
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project was aimed to develop and market a nutritious yoghurt to alleviate
malnutrition of Bangladeshi children. Their aim is to build more factories
to address widespread children’s malnutrition from the surplus generated
from the first factory. Therefore, they assign a greater importance to their
marketing effort and their campaign, to a great extent, is similar to that of
a commercial firm. However, Shokthi-Doi yoghurt is mainly sold through
door-to-door sellers as they cannot afford to use established retail channels
with their low profit margins.

In this chapter, our focus will be more on conventional NFPs and social
enterprises which form a somewhat homogeneous group, and we exclude
social businesses as their marketing campaigns are similar to those of com-
mercial organisations.

NFPs and Their Marketing Constituents?

In for-profit marketing, ‘markets’ are defined as comprising customers and
competitors. However, with their social mission remaining the defining fac-
tor, NFPs view their markets as comprising a broader set of stakeholders.
In the NFP context ‘customers’ are replaced by the ‘beneficiaries’. While
in the for-profit context customers have ‘voting power’ through their pur-
chase choices across different competitive brands, in the NFP context they
are humble ‘beneficiaries’ who may be disabled children receiving housing
support, a poor farmer in drought affected sub-Saharan Africa receiving
a water pump or the homeless looking for daily food, shelter and a warm
water shower. Of course, understanding their needs is important in design-
ing appropriate support schemes for them. However, there are other stake-
holders who are viewed by NFPs as exerting a stronger influence on NFP
operations of which donors and volunteers are prominent. While donors
provide much needed funding, volunteers provide much needed human
resources without which NFPs cannot implement their projects effectively.
Similarly, as in commercial organisations competitors are important.

Implications for NFP Marketing

The two issues discussed above have important implications for NFP mar-
keting. Whilst the ‘market-driven’ view in commercial marketing empha-
sises the importance of understanding the expectations and behaviours of
market constituents for business success, the same is equally applicable to
NFPs. However, as noted earlier, NFPs have to respond to the expectations
of a broader set of stakeholders beyond customers and competitors, namely,
donors, volunteers and beneficiaries. In regard to competitors, NFPs com-
pete with them for donor dollars but at the same time are compelled to
collaborate in many situations such as joint bidding for large community
service projects offered by local government or government institutions
which cannot be shouldered by a single NFP. Of all these stakeholders,



Non-Profit Marketing Strategy 147

donors and volunteers are the primary focus of NFP marketing campaigns.
With this focus NFP innovation efforts are mostly directed towards fund
raising and attracting more and more volunteers.

NFP Marketing Process

Using the commercial marketing process discussed above we first discuss
how NFPs can benefit by adapting the STP framework—Segmentation, Tar-
geting and Positioning process. Then we will move on to discuss the market-
ing mix strategy as applicable to NFPs.

Market Segmentation

Market segmentation is the process of dividing a broad consumer or busi-
ness market, normally consisting of existing and potential customers, into
sub-groups of consumers (known as segments) based on some type of shared
characteristics.® The fundamental logic of this process is that markets consist
of buyers and they differ in terms of their wants, resources, locations, buying
attitudes and buying practices. Segmenting is therefore aimed at identifying
high yield segments or segments that will provide the biggest return to the
marketing effort of the firm and having growth potential. These segments
later provide the basis of targeting the firm’s marketing effort.

Broadly, segmentation allows the firm to identify prospective stakehold-
ers within a large mass market and then to develop cost-effective market-
ing campaigns to reach such segments. This is truly relevant to many NFP
that are operating under severe resource constraints. Interestingly, NFP
are founded with a particular beneficiary in mind. For example, Mirabel
Foundation started with the objective of looking after the children of drug-
addicted parents and the RSPCA was founded to reduce the abusive treat-
ment of animals and to operate rescue centres where abandoned pets can be
temporarily housed pending adoption or euthanasia. Therefore segmenta-
tion mostly applies to donor and volunteer markets.

Segmenting Donors

Moving beyond the initial beneficiary-based segmentation, NFPs can ben-
efit by segmenting donors and volunteers whose contributions are criti-
cal for NFP survival and growth. NFPs have many donors and volunteers
with whom they must communicate to solicit donations, acknowledge such
donations, and maintain good relationships with donors. In a recent sur-
vey of small-to-medium sized non-profits in the US by Bloomerang it was
found that over 80% of NFPs are familiar with segmenting, and 60% of
them are segmenting their marketing communications to donors.” Of those
segmenting, the majority had five or more segments. For example, donors
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were segmented mostly in terms of donation amount and action history.
Other criteria were donation type, communication preference, age, gender,
and income or net worth. The donor’s communication preference is another
widely used criteria where NFPs segment donors in terms of email versus
direct mail. The benefit of segmenting by communication channel is cost
savings. For example, if donors do not respond well to direct mail, spending
on postage and mail matter any more will not make sense.

Segmenting Volunteers

Many NFPs rely on volunteers to staff programs, sit on boards, raise
money and fill support roles. Therefore, recruiting and retaining vol-
unteers is considered a continual challenge for NFPs which require a
segmentation-based approach as volunteers are motivated by different
life-style factors.

There are many ways of segmenting a volunteer market. Randle and Dol-
nicar find that segmenting volunteers as high and low contributors is popular
among NFPs.!? There are significant differences between these two segments
in terms of their socio-demographic characteristics and their motivation
to volunteering. They are likely to be married or living with a partner, not
working or in part-time employment, have children, and be over 35. They
are motivated by a range of altruistic and egoistic motivations means. They
seek out information on volunteering opportunities themselves, which means
NEPs need to make sure that information on their particular cause is readily
available, clear, and concise. These findings enable NFP leaders to develop
a profile for this segment which will guide their marketing communication
efforts. By targeting this group NFPs can minimise the costs of advertising,
recruitment, and training which are associated with new volunteers.

The overall benefit of segmenting NFP markets is that it is more economi-
cal to group individuals with similar needs who are likely to respond in a
similar way to a marketing message, and then address their needs with one
marketing mix. Any organisation, NFP or for-profit, cannot afford to spend
their limited resources on an unfocused marketing campaign which will lead
to waste coverage. However, NFPs with high resource endowments can tar-
get more than one segment with multiple marketing mixes or try to capture
all segments which is known as mass marketing. For example, Surf Life
Saving Australia (SLSA) targets all those that appreciate the value of beach
safety for their donor focused marketing campaigns. However, their market-
ing campaigns to attract volunteers will focus on age-based segmentation.

Once a segment or segments are identified, the next step is to evaluate
them using the following criteria.

e  Measurability: The size and the potential of the segment. For example,
if a NFP decides to target wealthy donors, how many of them live in a
given locality?
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e Substantiality: Is the particular segment large enough in terms of cost
involved to reach that segment?

o  Compatibility: Is the segment compatible with the mission of the NFP?
For example, a charity supporting young children may not be willing to
seek sponsorships from alcoholic beverage manufacturers.

e Accessibility: Can the segment be easily reachable? For example, what
sort of TV programs/newspapers/magazines are watched/read by the peo-
ple in the segment, or can they be reached by a particular social media?

Positioning

As well-known positioning ‘Gurus’ Ries and Trout state, positioning is
about gaining a space for your brand in the mind of the customer which
is crowded with many other brands.! It is also about how you distinguish
your brand from competitor’s brands so that the customer will remember
it when it comes to a purchase decision. Positioning is therefore one of the
most powerful marketing concepts for NFPs. The NFP sector is crowded
with many claiming to be the most worthy, and therefore beyond having a
noble sounding mission statement the NFP must actively pursue marketing
communications to build a reputation for its cause (brand) which will dif-
ferentiate competitors’ brands.

A product/brand can be positioned by using a variety of approaches and
the most popular ones are positioning on product attributes and positioning
against a competitor. Ries and Trout suggest the latter as the most effective
as it makes a direct comparison of your brand with the competitor’s brand.

Before embarking on positioning a brand, the NFP must determine where
the brand is currently placed in the mind of donors/volunteers compared to
the NFP’s competitors. Perceptual maps are the most popular technique for
this purpose which is a diagrammatic representation of consumers’ mental
representations of the relative place various brands have within a category.
In a perceptual map NFPs can select two variables that are relevant to do-
nors such as high social impact and highly efficient use of resources and then
ask a sample of the donors to explain where they would place various NFP
brands in terms of the assigned two variables. Results are plotted on a graph
to indicate how the average member of the population views the brand that
make up a category and how each of the brands relates to other brands
within the same category. This map facilitates the NFP to locate where they
are in terms of the two criteria and take appropriate action to move the
brand to a preferred higher block in the consumer evaluations.

Developing a Marketing Mix (Extended Mix (6ps) to Cover Services)

Similar to their for-profit counterparts, NFPs have at their disposal a mar-
keting mix-asset of marketing tools that can be appropriately mixed to reach
their intended markets—primarily donors and volunteers. As identified
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earlier, they are the primary stakeholders who exert a strong influence on
the survival and growth of conventional NFP. However, with many NFPs
now moving into income generating activities such as selling of goods and
services at a fee the marketing mix needs to cover them as well.

We now discuss the expanded Seven Ps marketing mix which covers both
products and services. Many NFPs are service providers or a mix of prod-
ucts and services or services bundled with tangible product elements.

Products/Services

As Vignette 2 illustrates, NFP market offers to its beneficiaries are mostly services,
sometimes bundled with physical products. People who benefit from non-profit
products and services often are provided them free of charge or at a highly sub-
sidised rate. The shortfall is typically made up from funds secured from donors.

Vignette 2: Marketing Offers in Non-profit
Organisations

Orange Sky Laundry, based in Brisbane is the world’s first free mobile laundry
service for the homeless. Started in 2016 by young social entrepreneurs Nic
Marchesi and Lucas Patchett who were honoured as 2016 Young Australians
of the Year for their efforts—the mobile laundry service has now grown to
11 services across Australia in Brisbane, Canberra, Gold Coast, Melbourne,
Sydney, Sunshine Coast, Perth, Adelaide, SE Melbourne, Wollongong and Ho-
bart. It now does over 6.9 tonnes of laundry every week. Beyond providing
laundry services, their primary mission is to positively connect communities,
and facilitate the homeless to find employment and a shelter. The founders are
about to take their laundry concept overseas, with a rollout planned for the
US next year.

Lentil As Anything Inc. (Lentil) is a group of not for profit vegetarian and
vegan Australian restaurants. Patrons are asked to “pay what they feel” the
meal, service and beverages are worth by contributing an amount of their choice
into a box at the counter. Restaurants are located in Melbourne and Sydney, and
its multiple missions are: caring for people; provide a wholesome and nutritious
meal where money is not a concern; promoting multiculturalism; fostering an
environment of inclusion and not exclusion, reforming Society; acting on the
structures of society to restore justice; and extending/spreading its ethos and
values: hiring volunteers, the long-term unemployed and the marginalised. The
restaurants wholly rely on the generosity of their patrons, volunteers and sup-
pliers to operate, without which the sustainability of the NFP will be at risk.

The Salvation Army is one of the world’s largest Christian social welfare
organisations. They are committed to their mission of supporting the most
marginalised and disadvantaged members of the community. In Australia
each year they extend care to more than one million Australians facing
crisis through the provision of more than 700 social programmes, activi-
ties and centres.
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The Salvation Army Australia is dedicated to alleviating the suffering of
people through assistance provided to people affected by homelessness, crisis,
family violence, emergencies and natural disasters, as well as drug, alcohol
and gambling addictions and a range of other issues. They seek to be there for
people during their times of need. The Couch Programme in Melbourne is one
such program which is a safe, welcoming space for international students to
socialise and interact with others, as well as access support services and infor-
mation. The Couch is a vitally needed service as many international students
can’t afford the basics like food, travel and accommodation. More than 100
international students gather each night to share a meal and participate in a
range of activities run by volunteers. The activities, like English conversation
classes, barista training, movie nights, Spanish classes, yoga sessions and live
music nights, aim to build a sense of community.

All these are non-profit organisations. The first two are relatively young
and founded by young, entrepreneurial leaders who believed they can make a
difference in the social value creation arena. The third is an established glob-
ally known NFP leader that has built a large global organisation to continue
to deliver its social mission. These NFPs are different in size, age and most
importantly in terms of their product/service offers. Whilst Orange Sky offers
a service—laundry services to the homeless, Lentils offers a wholesome nutri-
tious meal to support multiple social objectives and Salvation Army provide
a large array of services and products to a large number of needy in the com-
munity.

However, some of the NFP products are ‘persuasive ideas’ that are in-
herent in social marketing campaigns such as ‘Conserve energy’, ‘Save the
planet’, ‘quit smoking’, etc. However, as NFP marketing campaigns are tar-
geted at a broader set of stakeholders of which donors and volunteers are
prominent, the mission of the NFP serves the role of the core product. For
example, the World Wildlife Fund (WWF) is selling to its donors the idea
to get involved in the protection of the animals threatened with extinction,
and encourages them to contribute to the preservation of eco-system and
the protection of the environment. Some of these species include the giant
panda, which can only be found in the bamboo woods of China, and the
tigers (of whom 90% have been lost during the 20th century and are threat-
ened with extinction). The same applies to the NFPs indicated in Vignette 2.

Branding in NFPs and Brand Vulnerability

The American Marketing Association defines a brand as: a name, term,
sign, symbol or design, or a combination of them, intended to identify the
goods or services of one seller or group of sellers and to differentiate them
from those of a competitor.!> As indicated, the strength of a brand lies in its
identification of the brand elements that can be used together to facilitate
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the formation of strong favourable and unique brand associations. The
brand of a non-profit represents its mission

While branding has received little direct attention in NFP until recently, it
is acknowledged that the non-profit sector has strong brands, many of which
are even global brands such as Greenpeace, Red Cross, Medecins Sans Fron-
tieres, World Wildlife Fund and Amnesty International. These brands are
more trusted by the public than the best-known for-profit brands.*?

Today many NFPs, large and small, assign a broader and more strategic role
to their brand in their core performance. As in for-profits, the NFP brand has
an internal role in expressing an organisation’s purposes, methods, and values.
NFP branding strategy therefore involves proactively and deliberately trying to
shape or influence perceptions of its targeted audiences—primarily donors and
volunteers. As discussed at the beginning of this chapter under NFP positioning
strategy, doing so requires the NFP to understand how the NFP is perceived, de-
fining how you want to be perceived, clarifying how you communicate to make
sure it’s heading in the right direction, and communicating consistently. As
noted earlier, perceptual mapping is one of the popular tools for this purpose.

However, NFPs are faced with distinct brand challenges, which include is-
sues related to multiple stakeholders in managing the brand and the need to
negotiate partnering and sponsorship arrangements. These challenges make
the NFP brand vulnerable to external forces that are beyond the NFP’s con-
trol and internal factors that require careful management. For example, the
NFP’s decision to associate with a sponsor not compatible with the NFP
mission will adversely impact its brand. Newly established non-profit or-
ganisations can begin their organisational development with strong brand-
ing strategies. However, many established non-profit organisations have a
strong brand heritage, which requires special preservation, continuous re-
newal and extension strategies.

Mini case 1: Managing a Heritage Brand: The Surf
Life Saving Australia'*

Surf Life Saving Australia (SLSA) is a leading water safety and rescue author-
ity in Australia. It has a national headquarters based in Sydney with governing
bodies in each state of Australia.

In 2007 SLSA celebrated the 100th year of saving lives on Australian beach-
es, signifying its heritage as one of the most iconic images in Australia. After
being founded in 1906 at Bondi Beach, Sydney over the subsequent decades
it has become an essential part of the Australian culture and its attachment
to the ‘sun and sand’. Its services are valued at more than $1.6 billion each
year and if SLSA was not on duty on our beaches, 485 people would drown
each year.

In terms of competition, SLSA enjoys a unique advantage of being the only
organisation that provides beach safety and other beach-related social activities.
However, SLSA faced a critical time in the 1960s and 1970s with membership
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declines, which was unexpected as more and more people were coming to the
beach. SLSA felt that there was possibly some confusion about what the organ-
isation stood for: serious activities of safety or fun sport activities. At that time
surf life-saving was only for men and the organisation was “almost military.”

With a view to understanding stakeholder perceptions about SLSA brand,
a marketing research firm was hired to undertake a formal brand audit and
marketing research. It was specifically aimed at better understanding the SLSA
brand asset and its dimensions so as to formulate better branding strategies
with the aim of ensuring financial sustainability and the overall ability of the
organisation to sustain its mission.

The audit found that SLSA brand personality was highly positively regarded
by both the corporate sector and the general community stakeholders. Inter-
estingly, the corporate perceptions of the brand were focussed on functional
aspects of the brand and the organisation, namely safety, Australian, healthy,
community focussed and wholesome. However, the general community iden-
tified the key values of the SLSA brand as trustworthy, honesty, honourable,
friendly, efficient, responsive, dedicated and reliable. On a seven-point scale,
they rated the brand at 6.5-6.6 on all values, higher than most other organ-
isations. The general community tended to see the brand in more emotional
terms and to identify human characteristics of the brand.

Encouraged by the findings of the audit, SLSA quickly moved on to refocus
its marketing campaigns to strongly reinforce in the minds of stakeholders the
SLSA mission—what it stands for.

A TV campaign ‘Heroes’, was undertaken to reinstate the core SLSA values
of safety and selflessness and a definite heroic stance, providing a coherent
image. This was repositioning, but it was not about taking on new values for
commercial gain as in the traditional for-profit approach. Instead, it was a
move back towards core, historical, heritage values, when there had been a
drift of image towards more fun and commercial attributes for surf life-savers.

The SLSA brand name was also associated with higher recall of advertised
benefit claims—an obvious competitive advantage. Surf Life Saving Australia’s
current logo of the human head/face in profile wearing the distinctive life saver’s
cap in the life saver’s colours of red and yellow on a blue background with text
identifying the organisation was specifically designed as a result of the brand
audit to better reinforce the brand image in the minds of donors and volunteers.

At the same time the tag line/slogan ‘The life of the beach’ was also developed
and ‘it underpins everything we do’. The prime communication message of the
organisation concerning beach safety ‘Swim between the flags’ was found to
have a 99% recognition rate in the brand audit. The red and yellow colours
were strongly and consistently associated with both the Surf Life Saving brand
and the swim-safe beach flags. All of these suggest that the Surf Life Saving
organisation pays consistent attention to the tangible elements of the brand.

Overall, as a result of the brand audit the organisation learnt that 92% of
people thought that SLSA was worthy of support, but only 2% of people had
supported them. Encouraged by that untapped goodwill, the Surf Life Saving
Foundation was repositioned for fundraising and a much stronger donor/fun-
draising program was undertaken which resulted in 20% increase of income
and increased competitiveness in the Australian NFP domain.
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Pricing Strategy

Pricing is one of the most critical components of the marketing mix. For con-
sumers, it helps them with determining if they are receiving value for money
from a particular product or service. Price is a surrogate indicator of quality,
and there is a general belief among consumers that high-priced products are
of higher quality. Along with the price, the product brand provides the needed
cue on the reliability of the product. For the firm, it’s the only way to recover
the costs they incurred in making and marketing the product. The firm will
use pricing to recover both its fixed and variable costs.

In a for-profit firm, pricing strategy will be influenced by several factors.
First, the availability of substitutes in the market—the Internet has made
this easier for consumers. Second, the competition within the market again
will determine the maximum price that can be charged. Whilst many firms
still compete on pricing using discounts and value-deals to achieve higher
sales and increased market share, others opt to compete on non-price ele-
ments of the marketing mix such as improved services. There are many pric-
ing strategies, of which ‘contribution margin-based pricing’ or ‘mark-up’
pricing has remained as a popular way of pricing as it not only recovers the
costs incurred but also a profit margin.

While the role of pricing in for-profit is very clear (which is to recover the
unit cost of the product and earn a margin) such a practice will be seen as
inappropriate where pricing will be more complicated. By definition, NFPs
have a social mission of creating social value to the targeted communities
which differs from creating shareholder value in for-profits. However, with
NFPs increasingly shifting towards ‘earned income’ strategies, we can see
many of the for-profit pricing tools creeping into the NFP domain.

As noted earlier, many NFPs provide services to the disadvantaged free
of charge, and the cost of delivering the service is met by donor funding or
government grants. For example, the cost of running the mobile laundry
facility by Orange Sky Laundry is met through public donor contributions.

Many large and well-established NFPs which provide such services now
rely on a mix of donor funding and charging fees to their clients. For ex-
ample, as noted earlier RSPCA’s mission is to prevent cruelty to animals by
actively promoting their care and protection. For this, RSPCA runs 40 shel-
ters and employs around 1,000 staff, which costs more than $100 million
each year. Most of this comes from public donations and fundraising initia-
tives, as well as business partnerships, grants and RSPCA patrons. In this
setting, RSPCA has a variety of donation schemes which address different
donor needs and flexibility sought by many donors. For example, its work-
place giving program allows employees to make regular donations from
their pay to RSPCA that has Deductible Gift Recipient status. This allows
employees to claim an immediate tax deduction. Employers can also match
an employee’s contribution dollar for dollar and sometimes even double
donations to help make an even bigger impact. Similarly, their Pet Legacies
scheme provides for when the pet owners pass away.
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On the other hand, following an increasing trend, RSPCA runs a store
to sell its pet care accessories and pet food at their head office at Wacol,
Queensland and these products can be purchased online as well. In addi-
tion, RSPCA provides a variety of services at a fee such as dog training, pet
insurance, pet cremations, etc.

Today, many non-profit organisations derive a significant portion of their
revenues through fees from constituents who consume their services. Exam-
ples include universities that charge students tuition, hospitals that charge
patients based on length of stay, tests, treatments and medicines received
and facilities utilised, or museums that may charge admission, particularly
to special exhibitions."’

Vignette 3: Innovative pricing to serve the poor at
Aravind Hospital, India'®

The Aravind Eye Care System in Madurai, India is the largest provider of eye
care services in the world, which was primarily founded to serve poor people
in India who cannot afford essential eye surgeries. Although it performs al-
most 350,000 eye operations a year, 60 percent of them are delivered at low
or no cost. The quality of its services are well-known and its surgical compli-
cation rate, for example, is lower than many Western hospitals achieve. All
of this has been achieved through rigorous performance management, highly
standardised care delivery, extremely high staff productivity, and most impor-
tantly, willingness to innovate in everything from how to source supplies to
who can deliver services.

The success of Aravind Hospital is attributed to the entrepreneurial leader-
ship of its visionary leader Dr. Venkataswamy who was determined to eradi-
cate needless blindness in India. Cataract related blindness was a major health
issue among the poor in India with at least four million cases every year,
contributing nearly a quarter of the world’s blind. In this effort, Dr Venkatas-
wamy was inspired by the service efficiency of McDonald’s fast food delivery
system and he sought to adapt it to the eye care system to cope with the in-
creasing numbers of patients treated.

At that time, hospitals in India typically fell into two categories; private
hospitals that served the small, wealthy segment of the population with state-
of-the-art facilities and public or charitable hospitals that served the poor, the
vast majority of which had inadequate, out-dated, overcrowded facilities. In
addition, most of the poor living in rural areas away from big cities were un-
able to access most hospitals.

Dr Venkataswamy’s desire was to provide eyesight to the blind, regardless
of ability to pay. However, to make this scheme financially viable, he intro-
duced an innovative three-tier pricing scheme where both the rich and poor
will receive the state-of-the-art cataract surgery but the rich patients will pay
a fee above the cost of operation, middle income patients will pay a fee equal-
ling the cost and poor patients will receive the same service free of charge
where that cost is recovered from other fee-paying categories.
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Place (Distribution) Strategy

Distribution is the process of making a product or service available to the
consumer, and this can be done directly by the marketer (manufacturer or
service provider) or using indirect channels with intermediaries such as
wholesalers or retailers. In the NFP context, distribution decisions are influ-
enced by several factors. First, NFPs cannot afford to provide discounts to
retailers who would normally in a for-profit context play a leading role in
enhancing the value of the offering. Second, most NFP offerings are services
and therefore are determined by the service location decisions. Third, some
NFPs have to be purposely located in areas where there is no institutional
support such as reconciliation programs in post-war/conflict countries such
as Rwanda or providing basic food and sanitation to Syrian refugees in
Jordan. A classic Australian example is the Royal Flying Doctors Service,
which delivers emergency medical services in the outback.

Many large NFPs such as Surf Life Saving Australia (SLSA) and Salvation
Army have their own channels of direct distribution using multiple service
outlets. SLSA’s services are delivered by 313 affiliated Surf Life Saving clubs
that are located across all states of Australia. These clubs are equipped with
all the equipment needed such as Red & Yellow Patrol Flags, power crafts,
stretchers etc. However, small organisations may not have their own chan-
nels, such as Mirabel Foundation which has primarily operated in Victoria
where it was first founded but now operates in NSW as well.

Promotion (Marketing Communications) Strategy

Promotion or marketing communication is about raising customer aware-
ness of a product, service or brand of the firm with the aim of persuad-
ing potential customers to buy the product generating sales, and creating
brand loyalty. The promotional mix or promotional plan includes personal
selling, advertising, sales promotion, direct marketing, and publicity. The
promotional mix specifies how much attention to pay to each of these five
components, which will be largely determined by the budget. However, in
situations where a firm decides to launch an aggressive marketing campaign
to gain larger market share from others in the market, the communication
mix will take prominence in the firm’s budget.

Obviously, marketing communications play a critical role in NFP
fund-raising campaigns. However, NFPs—in particular smaller resource-
constrained ones—can’t afford to spend on advertising. Most such NFPs
operate in a local area serving local communities. For them, national or
regional level TV or newspaper campaigns are not really necessary. In con-
trast, large NFPs such as SLSA and Salvation Army use the national TV
when they make nation-wide appeals such as the ‘Red Shield Winter Ap-
peal’ of Salvation Army.

Out of the five-component promotional mix indicated above, NFPs widely
use publicity or public relations. The advantage of publicity over advertising
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is it has high credibility compared to advertising as it is generally known
that advertising is paid for by the marketer. Also, as noted earlier, publicity
is an entrepreneurial marketing strategy where small start-ups use it to reach
their potential customers. For example, annual childrens’ hospital appeals
are normally launched with the support of a national TV channel or a news-
paper which generates much publicity resulting in substantial donations.

With the emergence of digital social media, NFPs are increasingly using
social media to convey their marketing messages effectively. One such com-
munication approach that has gained immense popularity is content mar-
keting. Content marketing means attracting and transforming prospects into
customers by creating and sharing valuable free content. In a NFP context,
it involves the creation and sharing of valuable but often free-to-use content
in “webpages, blogs, e-newsletters, podcasts, videos, white papers, apps,
virals, tweets, Facebook communications, online magazine or TV, etc.”'” It
is a multichannel device through which charities may attempt to intervene
in situations in which members of the public participate in conversations
with or about a charity’s operations.!® In 2014, an average of 500 million
tweets was sent every day (i.e., 6,000 every second); 300 hours of videos
were uploaded to YouTube every minute, and 4.75 billion pieces of content
were shared on Facebook every 24 hours.” Out of these, Facebook is the
social media platform NFP marketers use most often, and also the one they
say is most effective. While the effectiveness ratings for Facebook (+7%)
and Instagram (+3%) increased over the last year, those for all of the other
social media platforms decreased.?

People

People or human resources are an important ingredient in the marketing
of services. People are a defining factor in a service delivery process, since
a service is inseparable from the person providing it. For example, in for-
profit service organisations such as hotels, restaurants and medical centres
front-line staff play a key role in defining the customer perceptions of the
service quality. Customers make judgments about service provision and
delivery based on the people representing the organisation and the way ser-
vice was delivered. The praise received by the volunteers for the Sydney
2000 Olympics and Paralympics demonstrates the powerful effect people
can create during service delivery. Many organisations spend a lot of time
and resources for training.

As many NFPs deliver services, the people who deliver such services and
their knowledge and ability to deliver such services is important. However,
NFPs predominantly rely on volunteers to deliver their services and there-
fore NFP leaders must pay adequate attention for the acquisition, train-
ing, motivating empowering and retaining volunteers. For example, with
169,633 members and 313 affiliated Surf Life Saving clubs, SLSA repre-
sents the largest volunteer movement of its kind in the world. Volunteers
are individuals who serve in a NFP without being paid and they can be
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broadly classified as episodic volunteers who serve on an as-needed basis
or who serve during special events or on projects of limited duration and
regular volunteers who work regularly. The latter is the most important cat-
egory for the NFP as their contribution is critically important to maintain
their programs and regular activities. As indicated by Wymer, Knowles and
Gomes (2006), volunteers fill many roles in NFPs and they fall into one of
the following categories:*' (a) board member or managerial, (b) fund-rais-
ing, (c) general support, and (d) direct service. Understanding the various
roles is important because each attracts different types of people.

For example, board members or managerial volunteers are responsible
for overseeing the various functions of the organisation in fulfilment of its
mission. They are more likely than other types of volunteers to have higher
levels of education, higher levels of income, and higher-status employment.?
On the other hand, fund-raising volunteers’ primary tasks involve raising
money by soliciting contributions. These volunteers may also be responsible
for writing proposals for grants. For many organisations, fund-raisers may
be the most difficult volunteers to recruit. Fund-raising volunteers are more
likely to be outgoing and socially oriented. Fund-raising involves setting
challenging goals, working in a team, and feeling energised by a challenge.
Fund-raisers also serve a public relations role because they represent the
nonprofit to the community and influential persons.

Process

Services are inherently intangible processes. For example, a visitor staying
at a hotel will be served in a processual pattern starting from making a
booking on line, arriving at the hotel, greeted and taken to the reception by
bell-captain’s staff, check-in, bell staff taking visitors baggage to the room
etc. This process is continued even after the visitor leaves the hotel where
the hotel will seek the visitor’s feedback about service quality during his/her
stay at the hotel.

The “front-room’ and ‘back-room’ interplay is a crucial element of this
service process. In a hotel, the front-room is represented by the front-office
staff and the back-room represents support services which enables the front-
office staff to deliver services. For example, in a hotel context, the backroom
includes IT services, laundry, kitchen, airport shuttle vans etc. that the cus-
tomer does not see. However, any failure by backroom staff will be immedi-
ately felt by the visitor. For example, when the visitor orders room delivery
of breakfast the kitchen must have processes in place to deliver such orders
within a reasonable time frame, and any substantial delay will be viewed as
unsatisfactory.

These processes are equally evident in many non-profit services such as
museums, public libraries and social security services where the efficiency
in service delivery process is valued by clients. In a recent documentary, it
was reported that a large refugee camp in Jordan for Syrian refugees has a
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bakery which makes and delivers 15,000 Syrian breads every morning to the
whole camp. Service operations of such magnitude require well-developed
processes with adequately skilled and motivated staff. Most of the bakery
staff are refugees in the camp who are experienced in bakery work and they
are paid a nominal salary by the UN.

The ‘service blue-print’ is the technique that is widely used by large-
scale service organisations which delivers the same service with the same
standard of service. A service blue print is a detailed flow-chart which
provides the details of the service delivery process, often going down to
even defining the service script and the greeting phrases to be used by
the service staff. A blueprint enables managers to determine ‘customer
touchpoints’ and how the front-room and back-room interplay occurs.
A customer touch-point can be a ‘pain point’ when there are delays or
services are not delivered to the satisfaction of service recipients in such
touchpoints. For example, if there are long delays in serving meals at a
cafeteria in a museum it can be a pain point which requires immediate at-
tention by museum administrators.

Physical Evidence

Since services are intangible in nature most service providers strive to incor-
porate certain tangible elements into their offering to enhance customer
experience. Booms and Bitner (1981) describe it as ‘the environment in
which the service is delivered and where the firm and customer interact,
and any tangible components that facilitate performance or communication
of the service’.* In a NFP context, service centres, social security offices,
museum premises, and university student centres would be good examples
for physical evidence. In a for-profit setting, it is important that the physi-
cal environment is consistent with the other aspects of the marketing mix
and the physical environment has to feel right and be in line with their
expectations. This is the case simply because the physical environment com-
municates to potential customers the service quality that can be expected.
Given the intangible nature of services, consumers often rely on the physical
evidence to evaluate service quality

In a for-profit context, service marketers must manage the physical evi-
dence, which includes any element of the service environment which im-
pacts on one or more of the customer’s five senses—the sense of smell, taste,
hearing, sight and touch. Key elements are ambience (the look and feel of a
restaurant); layout (mostly applicable in retail settings) and general interior
(flooring and carpeting) as well as interior displays (posters, signs, cards etc.).
In a museum setting, the use of these atmospherics reflect the educational
objectives of the museum—normally by their relatedness to the collection—
and are seen as educational tactics. For example, the physical appearance
of the Museum, including signage, fixtures, and displays, provides clues to
orientation in their content, design, and process of development.?*
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However, the elements that are aimed at creating an aesthetic and appeal-
ing environment may not be really important in many NFP settings where
the priority is to deliver a service that is urgently needed. In such situations
functionality derived through the store layout will be important. For example,
many medical services during the Ebola epidemic were delivered in makeshift
hospitals. Here again the service location will be important. For example,
SLSA, State Office in South Brisbane, Queensland, has a mix of aesthetics and
functionality at the reception where published material such as annual reports
are on display. However, its life saving outlets at beaches are temporary shel-
ters with clearly visible signage and life-saving equipment.

With the emergence of digital marketing, digital tools and techniques now
play an important role in providing physical evidence that can either support
or detract potential customers from the other elements of the marketing mix.
For example, websites, blogs, and social media are now an important part of
the physical evidence element of the extended marketing mix. Many NFPs,
as we saw above, use digital media to engage in content marketing practices
where physical evidence derived through digital platforms cannot be ignored.

Concluding Thoughts

As noted throughout this chapter, the importance of marketing for NFPs
cannot be underestimated in spite of the fact that NFPs are predominantly
dedicated to delivering a social mission. With increased competition and
internal resource constraints, NFPs are compelled to adopt an entrepreneur-
ial leadership posture in managing all their strategic initiatives. As this chap-
ter suggests, most of the marketing tools that are used by for-profit firms are
equally applicable to NFPs. With the increased shift to earned-income activ-
ities, and the fact that NFP products are predominantly service, the impor-
tance of the extended seven Ps framework is clearly evident. However, the
unique characteristics of NFPs which differentiate them from their for-profit
counterparts require a somewhat different approach where NFP marketing
constituents—such as donors and volunteers—require greater attention.
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Leadership in Practice:
Youngcare—Leadership
in a Not for Profit

Introduction

Youngcare is a high profile Not for Profit organisation focused on assist-
ing young Australians to avoid or exit aged care by providing facilities and
programs across Australia. Youngcare receives no recurrent government
funding.

Youngcare’s mission is focused on the 7000 young people with high care
needs living in aged care in Australia today. But with another 700,000 liv-
ing at home being cared for by loved ones—the real issue is 707,000 strong.

The heart and soul of Youngcare is about changing lives, creating impact
and giving Young People with High Care Needs (YPWHCN) a life with
choice, independence and dignity.

Leadership in any sector presents challenges. But perhaps, the challenges
and rewards of leadership in the not-for-profit balance differently.

There is certainly a view that working for a not for profit is easier. I can
say with conviction, having worked in the private sector, in education and
having run a small business, that the not for profit sector is as challenging,
as demanding, and requires as broad a range of skills and experience.

New team members at Youngcare would often give feedback that they
were working harder than they ever had in previous roles. We believe that
the rewards merit the effort.

I believe that experience from different sectors is an important asset in
any not for profit leader. As a CEO in this sector you have to manage re-
lationships across a broad scope of backgrounds, corporate partners, gov-
ernment, legislation, donors, suppliers and importantly those we’re here to
support, which with Youngcare was our current and potential residents and
grant recipients. Understanding their pressures and their language is a con-
siderable strength.

My Passion for Youngcare

My son was 19 when he acquired a brain injury in a traffic accident. As we
struggled through the weeks and the months of intensive care and recovery
towards rehabilitation, the options available to young people with high care
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needs became frighteningly clear. Specialist facilities or financial support to
allow these young people to live independently or with loved ones are rare
and extraordinarily hard to come by. The most likely option for a young
person who needs long term constant care is admission into an aged care
facility. As a mother, this was not acceptable. It was inconceivable.

My son’s recovery has allowed him to live a full and independent life. We
have been fortunate. However, the experience opened my eyes to the fact
that 7000 young people are living in aged care facilities in Australia today.
Another 700,000 are living at home, at high risk of entering aged care be-
cause of the cost of specialist equipment, or because their loved ones can no
longer care for them.

My eyes were open to a situation and a need for change. It has been my
driver every single minute of each day as CEO of Youngcare.

A personal commitment to social change is common in people who work
in the not-for-profit sector. They may have experienced illness, loss or hard-
ship first-hand and are committed to putting a situation to right, or they are
motivated by a sense of social justice and empathy.

The risk is, when a leader is driven by personal passion, boundaries be-
tween work and self can become blurred. Personal commitment may make
the leader work longer hours, set extraordinarily challenging targets for
themselves and for the team, or take on too many separate projects.

The commitment to making a difference may be why a not-for-profit
leader takes a particular role. Their job, however, is to show leadership by
balancing that passion with strategic vision, operational effectiveness, finan-
cial clarity, team leadership qualities and stakeholder management abilities.

Setting the Vision and Making It Real

Leadership starts with vision: vision for what the organisation represents
and what it wants to change in the world in which it operates.

For Youngcare the vision is of a future where young people with high care
needs are housed in age appropriate accommodation that meets their physi-
cal and social needs and those of their carers:

Youngcare’s vision is for a future where all young people with high care needs
live the young lives they deserve.

An organisation’s vision becomes meaningful when it is interpreted into a
strategy for the organisation—how we’ll achieve this vision—and a series of
goals achievable over time.

Not-for-profits like Youngcare operate in shifting regulatory environ-
ments. Government policy can be unpredictable in timing and impact.
The disability sector has been particularly fluid in recent years with the
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introduction of the National Disability Insurance Scheme (NDIS). Con-
stant uncertainty can make setting a coherent strategy that motivates the
team and moves the organisation towards its goals, a challenge for the
board and the CEO.

At Youngcare we had an annual three-step strategic planning review to
keep our activities relevant to stakeholders, and relevant to our vision:

e Step one: high level strategic plan: Each year the Youngcare board, the
CEO and key leadership team members reviewed progress over the past
12 months, what had been achieved and lessons learned, and brain-
stormed appropriate objectives for the coming year. Risk analysis was
an important aspect of setting new directions. The process was facili-
tated by an external consultant.

e Step two: strategy on a page, ‘SOAP’: the outcomes of the high level
strategic plan are presented as the annual ‘strategy on a page’, or soap
for the whole organisation and external stakeholders. This captured
the strategic goals and core activities that would drive the Youngcare
strategy forward.

e Step three: the operational plan: From the SOAP, the CEO and team
leaders developed a specific, coherent plan of goals and activities that
would be actioned to support the strategy and the vision, including fi-
nancial targets, resources, specific, measurable goals and time frames
for delivering them.

Building a Culture of Passion and Excellence

Culture is crucial to not-for-profit organisations. The culture embodies the
values the organisation represents, and the impact it believes it can have.
Culture is often why talent is attracted to an organisation. It is a key reason
people stay.

At Youngcare we aimed for a culture of passion and excellence. We
built this through collaboration, cooperation, recognition and mutual
support.

We started from a low base. At the beginning of my tenure as CEO, there
were clear signs of disengagement. The organisation was siloed. Staff turn-
over and absenteeism were high.

How We Built the Youngcare Culture
Organisational Restructure

Eight months into my tenure I led a full restructure of Youngcare. The goal
was to align skills with focus areas, and with the overall strategy and create
the basis of the culture of passion and excellence. Restructures are complex
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and leaders must work with clarity, vision and conviction, focusing on the
desired outcomes. Two roles became redundant which was significant in a
small organisation. The team had the opportunity to apply for their own or
other roles at Youngcare. The legal aspects of the significant organisational
change were managed with the pro bono support of Herbert Smith Freehills.
Leaders should not forget to finish the restructure process with an opportu-
nity for the team to give feedback on how it went and how they feel about
the outcome. It was important to me that the Youngcare team found the
restructure professional and fair.

Leadership Style

I work to achieve a leadership style that is open, approachable and informal.
Above all, I believe in being authentic to myself and to the team. Part of this
was to reflect openly about what I was learning and what I could improve
on.

Buzz Meetings

Our weekly whole-of-team ‘Buzz’ meetings were an important way to ensure
communication across the whole organisation, preventing siloed behaviour,
and reinforcing the idea that each division was important in delivering its
part of the overall strategy. The meetings encouraged people to articulate
what they needed from the Leadership team or CEO. Everyone was asked
to talk about their ‘win’ from the previous week. We took the opportunity
to connect the day-to-day back to Youngcare’s overall strategy and vision.

One-On-One Check Ins

Approximately every six months each team member had a 20-minute check
in with the CEO. It is an important way of feeding ideas up the chain, check-
ing in with the culture and ensuring everyone understands that they were
important to the organisation.

Youngcare Events

Youngcare events support the organisational culture, as well as being vehi-
cles for fundraising and brand building. Many of our activities (fun runs, the
Simpson Desert Challenge) were physical fitness events. Training together
is a team building experience. We included stakeholders and Youngcare’s
residents and grant recipients. Sharing these activities and the responsibility
for our fundraising creates a culture in which young people with high care
needs and their families and loved ones are truly contributing, as peers, to
the solutions that Youngcare seeks to create.
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Culture of Excellence

To encourage and promote excellence we worked with clear position
descriptions for each team member, supported by individual and team KPIs.
We reviewed these KPIs every three months with a focus on transparent,
two-way feedback. I set high personal standards for myself and for the
leadership team. Feedback on issues that reflected missed goals or under-
performance emphasised the learnings and opportunities to address things
differently next time around.

Inclusivity and Diversity

Inclusivity and diversity are part of the fabric of any successful organisa-
tion. Youngcare works with people with disability and has staff members
with first-hand knowledge of the challenges they and their families face. We
are fortunate to have people with disability on staff and as volunteers. The
benefits are enormous for increasing the team’s understanding of residents/
grants recipients working with, not just for, people with high care needs.
It also improves our service. People in need of support are able to talk to
Youngcare staff who truly understand their issues, and who more easily
identify the kind of support required. Youngcare expresses its commitment
to diversity through a statement that we publish online and refer to in all
our hiring literature.

What Makes an Excellent Leader of a Not-For-Profit
Organisation?

A CEO is only as good as the people that surround them. A strong
CEO of any organisation is aware enough to recognise their strengths
as well as gaps in experience or capability. They are not afraid to sur-
round themselves with a team that complements those capabilities and
fills the gaps.

Any individual CEO will have some, but not all, of the skills for the job
they do. Recognising this, being open to learn and to support from those
around, is important.

As CEO of Youngcare, the skills I brought to the organisation were stake-
holder engagement, marketing, branding and communications, with an in-
credible passion for a cause that was so dear to my heart. As a leader, my
style is one that finds a way to make things happen. This is suited to an
organisation like Youngcare, where meeting urgent needs of people in diffi-
cult circumstances often means simply finding a way to make things happen,
often against the odds.

People are effective at work—and as leaders—when they have support
in their personal lives. My husband Richard was a source of knowledge,
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experience and support. He was able to provide honest commentary and
feedback—sometimes on difficult topics that were hard to hear. I especially
valued his take on behaviours, language and how to manage challenging
situations.

I believe women often have a particular leadership style. We can be more
reflective than perhaps our male counterparts. I believe women in the not-
for-profit sector have to work harder at bringing the Board with them.

Working with a Board

The CEO sits between the Board and the team. The CEO’s job is to make
the Board’s vision happen, to work within their parameters, and to deal
with the operational elements of delivering outcomes. The CEO is respon-
sible for relationships with the staff, for staff performance and for any dis-
ciplinary issues that arise.

The board must set the agenda, create a realistic and relevant vision and
be enablers that support the daily operations with big-picture insight, exper-
tise and continuity. It is important that they recognise and observe boundar-
ies of their responsibility.

In the book, ‘Leading the Board—The Six Disciplines of World-class
Chairmen’ by Andrew Kakabadse & Nada Kakabadse, they say:!

“The CEO drives the car, while the Chair of the Board is responsi-
ble for “road worthiness of vehicle and safety of all those on board—
stakeholders, employees and customers.

The Chair must ensure CEO (driver) is carrying out the necessary
safety checks on the car, enough rubber on the tires, petrol, oil in the
engine, water in the wipers. Chair must also ensure necessary licences
are up to date and that paperwork is all in order if they are pulled over.

But—and it is an important bui—the CEO must be allowed to operate
the accelerator and steer the car—Chair sits in passenger seat—there to
stamp on brakes or grab the wheel IF required. Chair and board should
be consulted on the destination, but must not interfere while CEO is
driving, and should leave the actual route to leadership team. . ..”

Lord Clive Hollock says, “You’ve got to stand back and let the CEO get
on with it.” He promotes a “boss of the business versus boss of the board”
distinction between Chair and CEO.

Defining the relationship between the Board Chair and the CEO is the
basis for any successful relationship. A strong understanding between the two
strengthens the whole organisation. This is not always an easy undertaking.
Knowing how to make it work, to enable the Chair and CEO to stand shoulder-
to-shoulder to the full benefit of the organisation, can take time and practice.
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In not-for-profits the role of Chair is usually an unpaid role. To ensure
that the organisation can work effectively and meet its regulatory and stra-
tegic requirements, this may be a weakness. The role of Chair is so crucial
to success, and there is an argument that it should be paid and accountable.

Because of the nature of the not-for-profit sector, much of the work done
is through the good will of volunteers. This extends to the board, and one
downside might be that the roles and expectations of each board member
may not be clearly defined, or appropriately accounted for.

Managing the Stakeholders

Not-for-profit organisations—like any business are responsible to
a complex range of stakeholders. For Youngcare we focused on the
following.

e Young people: Residents, Grants Recipients, Families and loved ones,
and those we’re here to serve and support

e Charities: Other organisations working in the sector, with whom we
collaborate

e Care Providers: Wesley Mission Brisbane who provide the care at
Sinnamon Park, Coomera and the Wooloowin Share House. Plus
MS Queensland, who will provide the care at Albany Creek.

e Government (State and Federal level): Youngcare has received land and
capital grants from state level government. We work at federal level lob-
bying and informing policy, etc.

e Donors: We have a range of donors, from multinational finance institu-
tions to local bridge clubs who support us regularly. It is important to
keep them informed about the impact of their donations, and the prog-
ress we are making.

e Corporate Partners: Youngcare’s largest corporate supporter is Sun-
corp. We also receive a lot of in kind support from corporates, including
legal firms, management consultants and media companies.

e Volunteers: Volunteers are crucial to Youngcare’s activities, from sup-
porting us at events, to providing expertise in their particular skills
areas.

Remembering That Not For Profits Are Businesses Too

A not for profit might not need commercial success, but they still are
financially accountable. The financial function and division of responsi-
bilities, reporting, etc., is key to success, to transparency and to viability.

Our annual turnover was $4.75 million. To create a transparent
system, we upgraded our systems to provide appropriate reports and
analysis.

Managing the division of labour between the finance function and
the board can be challenging. Drawing clear lines of responsibility and
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ensuring appropriate flow of information and feedback can ease the

process and make sure everyone feels confident that this is strong and
rigorous.

Samantha Kennerley

Former CEO, Youngcare

With Kirsten Lees

Principal, ThinkFirst

Note

1. Andrew Kakabadse. “Leading the Board: The Six Disciplines of World Class
Chairmen,” Strategic Direction 26, no. 8 (2010).
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9 Leadership and Governance Issues
in Faith Based Organisations

Susan Dann

Introduction

In recent times, as governments world-wide have reduced their direct role
in welfare provision in favour of funding external organisations to deliver
services, faith based organisations (FBOs) have become a key player in the
highly-contested health and social welfare space. Whilst the vast majority
of issues facing FBOs are identical to those facing secular NFPs, the his-
tory and fundamental rationale for the existence of FBOs means that these
organisations will face some very specific and complex dilemmas.

The governance and leadership challenges facing faith based organisa-
tions, and many responses to these challenges, are similar across different
faith traditions and across different manifestations of the same faith base.
Due to size, formal organisation and level of international engagement, the
focus of the FBO literature tends to be on those organisations from the
Christian, Islamic and Judaic traditions.! This does not, however, mean that
other faith traditions are absent in this space nor should there be any as-
sumption that multiple organisations from the same faith base will operate
in the same way. Specific responses to challenges will vary not only as a
consequence of the faith tradition and faith based governance of the or-
ganisation in question, but also how that faith is interpreted and manifests
in practice. Intra-faith differences between FBOs are at times greater than
those which exist between secular and faith based organisations.?

Responses to issues are also moderated by the societal and governmental
structures within which the organisation operates. In broad terms, where
welfare provision is considered predominantly the role of the state, there
will be a lesser role for FBOs than in societies where a conservative model
of welfare operates and in which the primary responsibility for welfare falls
to non-governmental bodies.?

In this chapter, issues will be considered at a broad faith level. However
the focus will be on how FBOs respond to the challenges of being based on
a faith tradition in economies and societies which are predominantly secular
in their approaches. This excludes, therefore, any discussion of FBOs in the-
ocracies where there is no clear separation between public and faith based
institutions. Where possible, broad-based examples will be used—however,
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specific examples will be taken predominantly from the Australian context,
and within the Australian context, on how the Roman Catholic Church*
has responded to the increasing regulation and reporting requirements fac-
ing all NFP and FBO governance bodies.

Nature of Faith Based Organisations

Whilst participation in formal religion has declined in Australia, the US
and in Europe, religion continues to be a major force in politics and society
throughout the world, with more than 80 per cent of the world’s population
reporting a religious faith.* Religious based organisations with the purpose
of providing services, including health, education and social services and
which are derived from specific faith traditions are common throughout the
world. There are more than 3,000 NGOs that the United Nations engages
with and which have been afforded ‘official’ UN status. Of these, approxi-
mately 10 per cent can be classified as FBOs.’

The full scope of faith based organisational activities is very broad, how-
ever there is a preponderance of organisations in the broad charity and so-
cial sectors. A central characteristic of those attracted to FBOs tends to be
faith as a motivating force to engage in compassionate pursuits regardless
of faith tradition.® In particular, FBOs are very prominent in the fields of
health, education and social welfare, although the exact extent of engage-
ment is difficult to determine due to difficulties in data collection. Estimates
relating to the impact of FBOs in the provision of health services in Africa,
for example, vary widely from 30 to 70 percent.”

The rise of the FBO in service delivery, particularly in the United States,
has resulted in a plethora of publications around the nature of FBOs includ-
ing attempts to define and categorise FBOs. If there is one consistency in
the definitional literature, it is that there is no accepted definition of what
constitutes a faith based organisation.® At the simplest level, FBOs can be
seen as being similar to secular NGOs in that they are independent, not for
profit and altruistic, but differentiated by their affiliation with a religious
structure, doctrine or community.’

Rather than focus on definitions, a number of authors instead have identi-
fied common characteristics of FBOs in an attempt to capture the diversity
of foci and activities. Two such attempts are those presented by Jeavons
(1997) and Sider and Unruh (2004).1°

Jeavons’ (1997) defining characteristics of FBOs are commonly cited in
the literature and can be summarised as follows:!!

1. The organisation self identifies as a religious organisation and displays
this identity through its name, mission etc.;

* The terms Catholic or Catholic Church in this paper will be used to refer to the Roman
Catholic Church rather than all Catholic traditions unless otherwise stated.
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2. Employees, volunteers and clients of the organisation have a religious
orientation;

3. Material resources are provided primarily by religious people or
organisations;

4. Organisational goals, products and services are religious in nature and
performed on the basis of religious values;

5. Decision-making relies on religious values, beliefs, activities or experi-
ences in information processing and decision making;

6. Leadership tends to be vested either in a member of the clergy or re-
quires that leaders have a theological education and/or that leaders are
active in the life of a congregation; and

7. The organisation interacts predominantly with other religious
organisations.

Since the recent increase in FBO and governmental interaction a number
of these characteristics are less defining than at the time of publication how-
ever, most remain important differentiators between secular and faith based
not for profit organisations. The extent to which characteristics 2, 3 and 6
are essential also depends on social and governmental context, with all three
being less relevant to the Australian context, where faith based organisa-
tions have a long history of government funding and engagement, much
of which is tied and so comes with the requirement to adhere to a range of
related legislative restrictions.

Sider and Unruh (2004) propose a more complex six-fold classification
system of FBOs.!? Their system categorises organisations on a continuum
based on the centrality of faith to organisational identity and programs or
activities, and names the different types of organisations as follows:

1. Faith permeated

2. Faith centred

3. Faith affiliated

4. Faith background

5. Faith secular partnership and
6. Secular.

The typology further provides guidance on the classification of the or-
ganisation and its programs with the classification of the organisation
based on:

Mission statement and other self-descriptive text;
Origins and foundations;

External affiliation(s);

Selection of board/directors, managers and staff;

Resourcing both financial and nonfinancial; and

Inclusion of religious practices

b=
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The classification of programs is based on:

Religious identity of the physical environment;

Religious content of programs;

Integration of religious content with other program components; and
Expected connection between religious content and desired outcomes.

R

Faith permeated, centred and affiliated organisations, for example, all
have explicit religious references in their mission and self-descriptive texts.
In comparison, faith background organisations may have historical ties to
religious groups which are no longer active, and references to religion tend
to be implicit rather than explicit (e.g. references to ‘values’). Whilst the
typology has its critics (see, for example, Jeavons 2004), it does provide a
means by which organisations can be broadly categorised on a relative basis
depending on the contemporary influence and impact of religion and faith
on activities, governance, culture and leadership.'3

For the purposes of this chapter, the focus is on FBOs which have a clear
and overt link to a specific religious or faith tradition i.e. those which are
faith permeated, centred or affiliated. It is important that to be considered
an FBO the organisation should have an ongoing and living link with the
religious base of its origins, and that the values and beliefs of that religious
foundation continue to inform strategic intent including the development
and implementation of programs within the organisation.

For the link to be overt it should include reference to its religious origins
or purpose in the name, environment, branding, mission or statement of
purpose. This would preclude, therefore, faith background organisations
which, while they may have originated from within a specific faith base,
have consciously and strategically moved away from contemporary engage-
ment with the faith tradition via processes such as secular re-branding with
no religious reference in name or iconography and a lack of mention of
God, religion or faith in mission or purpose.

Faith Based Organisations in the Australia

FBOs as service providers, and the debates around their appropriate contri-
bution, came to prominence in the US with the welfare reforms of the 1990s
and the introduction of programs such as Charitable Choice.'* In Britain
the debate resurfaced in the context of the short lived Big Society Agenda.'

In contrast, the role of FBOs in providing education, health and wel-
fare services in Australia is well established, embedded within the social
structure and policy environment and consequently relatively, although not
totally, uncontroversial. Swain traces the history of faith based welfare in
Australia from its origins in the colonial era through to the present.'® In so
doing she demonstrates clear historical links between poverty alleviation
and the welfare activities of FBOs.
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Models of welfare delivery in Australia and co-operation between state
and FBOs developed over the course of the 20th century to a point where
there is an expectation that church organisations will, like state organisa-
tions, provide services to people regardless of faith affiliation. State funding
for welfare programs in Australia requires that programs be “secular at
the point of service delivery and open to all members of the community ir-
respective of religious belief” or nonbelief.!” As a result, the role of religion
and FBOs in welfare and social service delivery in Australia, in many ways,
has been “normalized to the point where it was taken for granted.”?®

The Australian Charities and Not-for-Profits Commission (ACNC) esti-
mates that, in Australia, there are approximately 9,500 religious based char-
ities in Australia. These organisations employ more than 132,000 staff and
engage over 500,000 volunteers. Over a third of these charities (38 per cent)
have multiple purposes with advancing education, relief of poverty, sick or
the needs of the aged being predominant amongst these alternative foci."

Within the general classification of faith based organisations in Australia,
there are multiple institutions founded in the Catholic faith tradition which
provide education, health and social welfare services. The peak bodies rep-
resenting these organisations are Catholic Health Australia and Catholic
Social Services. In addition, the National and state Catholic Education
Commissions are responsible for the Catholic schools sector.

As an indication of the approximate size and reach of these organisations,
Catholic Health Australia represents over 75 hospitals and 550 aged care fa-
cilities operated by different arms of the Catholic Church in Australia. This
accounts for approximately 19,000 residential and aged care beds, 9,500
beds in health care facilities, 14,000 community or home care service recipi-
ents and 35,000 employees.?’

Catholic Social Services represents “a national network of 53 Catholic
social service organisations that provide direct support to hundreds of thou-
sands of people in need each year on behalf of the Catholic Church.”?! These
services include assisting women and children escaping family violence, hous-
ing and homelessness support, mental health and disability services, refugee
and asylum seeker support and various partnerships delivering services to in-
digenous communities. It is estimated that Catholic social welfare organisa-
tions provide services to more than a million Australians each year, arguably
collectively forming the largest provider of welfare services in Australia.??

Catholic Education employs approximately 91,000 to teach 765,000 stu-
dents, of whom 30 per cent are not from a Catholic faith background. The
number of students has been growing steadily and it is anticipated that the number
of students will increase to around 950,000 within 10 years. The number of
Catholic schools is also anticipated to continue to grow, with an extra 200
expected to be built over the next five years to add to the existing 1,700.%

Despite the overall secular nature of Australian society, it is clear that
FBOs have a significant social and economic impact in Australia. It is impor-
tant then to better understand the challenges facing these organisations with
respect to their governance and leadership responsibilities.
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Governance and Leadership Issues Facing Faith Based
Organisations

On one level, FBOs are no different from other NFPs in relation to
the challenges they face. Increasing demands for service, competitive
and non-guaranteed income streams, extensive and complex reporting
requirements and complex social problems are stretching the resources
of all NFPs. It is not the intent of this chapter to focus on these common-
alities, although in practice these outweigh the differences, but rather to
shed some light on key specific issues facing FBOs in addition to those
facing secular NFPs.

On the surface many FBOs can appear to clients and outside bodies to
be secular in terms of the services provided and even the name or brand-
ing of the organisation. In examining the differences between secular NFPs
and FBOs Ebaugh et al. posed the question, “Where’s the religion?”?* Their
response is ‘everywhere’—in self-presentation, staff and volunteers, resourc-
ing approaches and decision-making processes. It is at these points of dif-
ference and their interactions with the wide community and funding bodies,
including government, that FBOs are facing particular challenges.

Service Provision

One of the key challenges for all NFPs including FBOs is for the leadership
of the organisation to re-orient staff toward a service mindset that is inclu-
sive of strategic business perspectives. Much of the discussion about mission
versus business has been resolved as a result of external pressures, and in
particular the operational requirements and reporting obligations faced by
all NFPs in receipt of government funding. With the entry of large scale for
profit enterprises into traditional NFP fields such as community and aged
care, the need for demonstrably high quality systems and service delivery is
essential across the sector.

With respect to whether FBOs provide a service which is commensurate
with those provided by other NFPs, in an analysis of existing studies Biele-
feld and Cleveland found that the quality of service provision by secular and
religious NFPs was perceived as similar, with some studies finding service
to be perceived as superior in FBOs.?’ The reason for this, however, is likely
to be accounted for by self-selection of staff and clients attracted to a faith
infused environment at times of crisis.

In contrast, Amirkhhanyan et al. undertook a quantitative analysis of
service quality indicators in the aged care sector and found no evidence to
support the common perception that FBOs provide higher quality services
when compared to secular NFPs. Overall secular NFPs provided a wider
range of services when compared with FBOs indicating that FBOs tend to
be more specialised in their practical application of mission.

The challenge for both FBOs and other NFPs is to maintain and exceed
the quality of services in light of the increasingly competitive market.
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FBOs “derive their identity and purpose from religious or spiritual tradi-
tions but state funding can place restrictions on organisations with respect
of religious expression.”?® This quote highlights a key challenge for FBOs
when competing with other NFPs for state funding. Some researchers such
as Amirkhanyan et al. raise the question as to whether or not faith focused
organisations in receipt of government money should be allowed access to
that money without having to lose their mission or change their mission.?”

In the Australian context, and given the size and integration of FBOs in
the overall delivery of health, education, and social welfare services, a sig-
nificant withdrawal of funding to FBOs arguably would create significant
negative repercussions.

Where conditions related to the receipt of funding focus on reporting or
compliance to safety standards and so on, the impact is felt equally across
all NFPs due to the increased costs of compliance. It is when there are addi-
tional requirements which may conflict with religious views that hard deci-
sions need to be made.

There are increasing concerns amongst contemporary agencies that by
becoming over-reliant on government funding FBOs may be constrained
in their faith driven advocacy roles, especially around issues related to the
“poor and dispossessed” including refugees.?® The pressures of funding are
such that some groups may choose to forgo funding for specific programs
or overall, to maintain their independence in determining models of service
delivery.”

A related challenge for large FBOs operating in multiple sub-sectors of
social welfare provision is that government funding for services in one area
may see the organisation assisting people who another program within the
organisation is sanctioning. For example, the move of a number of FBOs
into employment service provision means that one arm of the broad faith
group is responsible for reporting breaches of conditions which may result
in government sanctions. At the same time another arm of the organisation
is funded to provide welfare services to assist those whose benefits have been
removed or reduced as a result of such sanctions.*

While funding restrictions impact on all NFPs, there is a strong potential
for funding conditions to undermine the core religious and spiritual purpose
of FBOs. As Bielefeld and Cleveland (2013 p. 452) succinctly summarise
the issue, “government funding and market forces are powerful secularising
forces.”3!

Impact of Charism and Maintenance of Religious Purpose

Central to the authentic longevity of FBOs is the capacity of the organisation
to sustain its fundamental faith focused organisational purpose, particularly
in light of changing regulatory and financial circumstances. Competitive
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external factors can result in NFPs and FBOs changing their strategic direc-
tion, however the constraints on FBOs which are founded in faith traditions
can be particularly complex.

Within the Catholic tradition institutions often draw on the charism of
the founder or founding religious congregations to guide strategic direction.
Charism is defined as “a gift given by the Holy Spirit to a person or group
for a particular work in the world.”3? Seven characteristics of charism have
been identified i.e.:?

1. “Special gifts that equip the faithful for a way of life or specific ministry
in the Church;

Originate with the Holy Spirit;

Are given to founders of religious congregations;

Are subsequently transmitted from founders to followers;

Are authenticated by the Church’s pastors, who share responsibility
with the religious congregations for preserving them;

Are distinctive; and

7. Should be used for the ongoing renewal of the Church.”

bl

o

The charism of a particular order or religious community determines its
identity, way of life, spirituality and structure. It is through adherence and
commitment to specific charisms that Catholic institutions are able to dif-
ferentiate themselves not only from secular organisations or other FBOs but
also from each other within the Catholic faith tradition.** The concept of
charism, or divinely inspired works, is not unique to Catholicism but rather
is common across faith traditions.

One of the key leadership and strategic decisions facing FBOs is how
to maintain and appropriately communicate the charism in an increasingly
secular and regulated operational and competitive environment. One of the
key challenges for the laity involved in the management of faith based or-
ganisations is appreciating and maintaining the charism given the decreased
presence of the religious in daily engagement with the ministries.

Whilst many FBOs have embraced this challenge and have used the works
of the founders and associated charism as a central plank for defining op-
erational purpose, some institutions have retreated from their religious iden-
tity in the face of government and market forces. Evidence of such retreats
comes in various forms including the secularisation of mission statements
and de-emphasis of religious identity. These actions are often driven by
the need to access and secure stable funding in an increasingly competitive
environment.’

Ebaugh et al. report that despite external pressure, the vast majority (>80
per cent) of faith based organisations retain religious references or symbol-
ism in their external communications via branding, name and imagery.3°
Consequently it is usually relatively easy to identify FBOs from the public
presentation of the organisation.
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Fidelity to the charism or equivalent religious purpose is a significant
challenge facing contemporary FBOs.

Attracting and Retaining Staff

Although in the same market for labour resources as commercial enter-
prises, FBOs, like many other NFPs, tend to pay less. They also have a
higher reliance on volunteers.’” Like other NFPs in the Australian context
however it is possible for FBOs to offer attractive overall packages due to
tax incentives.

Overall in the literature, there is considerable evidence that employees
are attracted to work in, or volunteer with, FBOs for reasons other than
financial remuneration. Bassous (2013) found that the main incentives at-
tracting and retaining staff into FBOs were leadership style, organisational
culture, mission and job meaningfulness.’® Practices such as pay incentives
for performance were considered of limited or no value in motivating staff.

A contentious issue for all faith based organisations is the extent to which
FBOs may enact or apply for exemptions to anti-discrimination laws with
respect to employment and client service. While many staff may self-select
into a compatible faith based environment this cannot be assumed.

There is a delicate balance which needs to be maintained between organ-
isational performance needs and regulatory requirements and the desire to
maintain a distinctive faith based culture.

Again while this dilemma has a specific manifestation in FBOs, it is pres-
ent in other organisations in the NFP space where organisational objectives
and values have the potential to influence hiring and management decisions.
For example, some health-related NFPs have a preference to employ staff
who model their health behaviours such as not smoking, maintaining an
appropriate weight, and exercising.

Responding to Leadership Challenges

As outlined in the introduction, a number of the specific examples as to how
FBOs respond to the challenges of operating in increasingly regulated secu-
lar environments will be drawn from the experience of the Roman Catholic
Church in Australia.

The Catholic Church is arguably one of the oldest continuously func-
tioning international entities in the world, with an organisational culture
and history stretching back 2,000 years. Worldwide there are currently esti-
mated to be 1.3 billion Catholics which accounts for around 17.5% of the
world’s population.’ An organisation with such a long history and large
membership inevitably has complex internal governance structures which
have developed over the centuries to respond to changing contexts over
time.
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It would be a mistake however to conceptualise the Catholic Church as
a monolithic body with a rigid approach to all social, political and gov-
ernance issues and with a single response to all issues. Within the Church
many different religious orders operate, each of which has its own internal
structures and focus. All are bound however by core principles of Church
teaching and Church (canon) law.*°

Maintaining the Charism or Organisational Purpose

As previously outlined a significant challenge facing the leadership of FBOs
is to maintain the charism of the founder and stay true to the purpose of the
organisation. Hall (2005) quoted in Bielefeld and Cleveland (2013) argues
that organisational values “once institutionalized, have a taken for granted
status and are unlikely to be altered unless changing circumstances lead
people to question them.”* While the founding religion or order provides
an identity reflecting the way that religion views service, maintaining that
identity is not automatic and requires ongoing management.

Most contemporary Church based organisations have embedded their
religious values in programs and organisational culture and conceptualise
their welfare work as modelling their values rather than preaching them.*
The practice of living faith helps to connect spiritual nurturing to organ-
isational activities. This integration and embodiment of religion into daily
activities helps to maintain the organisational identity of the FBO.*

Charism however extends beyond a simple definition of values and pro-
vides a stable point of reference over time as an aid for discernment and
decision-making. While the charism provides constancy, the manifestation
of the charism in specific works changes over time. Consequently an in
depth understanding of the charism is required to be able to maintain its
dynamism in a changing world. Changed manifestations may take the form
of expanding to new areas of endeavour in response to a new manifestation
of need or alternatively withdrawal from established ministries where there
is no longer a need or where the need is being serviced by alternative means
e.g. governmental programs.*

Strategically embedding and maintaining the charism is the responsibility
of senior staff including board directors. The mechanisms for doing this are
often embedded in education and formation activities.

Governance Structures

In order to separate the spiritual and corporate governance/legal account-
abilities of religious based organisations, one option is for it to adopt a dual
governance structure. An approach which has been used by some entities
within the Catholic Church to provide a governance structure around the
maintenance of the founder charism in the face of declining congregational
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numbers and active congregational participation in management and gov-
ernance is the creation of entities known as Public Juridic Persons (PJP).

A Public Juridic Person (PJP) is a legal entity under canon (Church) law that
allows the Church’s ministries to function in the name of the Catholic Church.
PJPs are formally defined as “aggregates of persons or things which are estab-
lished by the competent ecclesiastical authority so that, within the limits allotted
to them in the name of the Church, and in accordance with the provisions of
law, they might fulfil the specific task entrusted to them for the public good.”*

Whilst in practice this is a complex process, and each case will vary, a sim-
ple explanation below highlights some of the key principles. The first step
in this process is usually to restructure the relevant ministry, whether it is a
school, health facility or other organisation, as a company. The purpose of
this process is to separate civil accountabilities from canonical responsibili-
ties. The company manages programs and services and engages with govern-
ment and other funding bodies using standard reporting process as required
by law. The management of the company reports to a board of directors.

Membership of the company typically is the organisation (PJP) created
to maintain the mission of the founding congregation. The PJP in turn is
generally managed by a board of trustees whose underpinning purpose is
to ensure the continuance of the charism. The company provides a report
to the member on all issues, including mission related issues, annually at
an AGM in the same way that companies report to shareholders. Trustees
are predominantly, and in some cases exclusively, members of the laity. The
Trustees also typically appoint the board(s) of directors of the company(ies).

Reporting of the PJP will vary according to which competent ecclesiasti-
cal authority it is set up under. These two tiers of governance allow the FBO
to fulfil civil responsibilities but also provide, through canon law structures,
a clarification of the relationship between the organisation, Church and
sponsoring congregation.*t

An example of a large PJP which has multiple ministries reporting into it
is Mary Aikenhead Ministries, created to carry on and expand the health,
aged care, education and welfare ministries previously conducted by the Sis-
ters of Charity. The Trustees in turn report annually to the Holy See’s Con-
gregation for Institutes of Consecrated Life and Societies of Apostolic Life.*

Decision Making and Discernment

In order to maintain the essential nature and purpose of the organisation,
faith based organisations engage a final filter of decision making which
explicitly refines decisions in light of the ministry of the organisation and the
charism. It is insufficient in the context of strategic decision making for the
Board or Trustees of an FBO to simply consider those financial, legal and
marketing analyses which are integrated into a business plan or proposal
without also explicitly considering the spiritual and mission dimensions.

* www.maryaikenheadministries.org.au
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While both secular NFPs and FBOs rely on similar secular expertise and
decision-making models, FBOs supplement these models with spiritual ex-
ercises to reach decisions.*” This may include something as simple as prayer,
which is typically used to open decision-making meetings as a way of focus-
ing discussion or more complex models. It may simply be the final question,
“How does this action further the vision of the founder?”

Discernment, as the term is used within Christian faith communities, re-
fers to a decision-making process whereby the decision-makers engage in
spiritual exercises in an attempt to align their will with God’s. Discernment
is an essential tool for decision-making in faith based organisations. It is also
an ongoing process whereby once made, decisions are constantly reviewed
in light of the fruits or outcomes of the decision and adjusted as necessary.

Gallagher and Goodstein, for example, outline the complex mission dis-
cernment process used by the Holy Cross Health System in the US.* Not all
decisions are subject to this process, but rather it is reserved for key strategic
decisions that affect the organisation’s identity or impacts on the capacity
care of the poor and vulnerable or other key mission elements.

The process adopted by Holy Cross Health System enables a broad-
ened discussion of ethical implications, responsiveness to the interests of
key stakeholders and the positive or negative impact on the organisation’s
commitment to care of the poor. Discussion is driven by issues of integrity,
self-identity, empowerment, stewardship and human dignity as expressed
through the mission of the organisation.

Education, Formation and Employees

While many people who work in faith based organisations have a prior
affiliation with that faith tradition, increasingly FBOs employ staff of other
faiths or no faith background. The challenge for both organisation and
employee then is how to transmit the mission, vision and charism of the
organisation in a way which is meaningful and appropriate.

As a general rule, FBOs have no requirement that employees are mem-
bers of the foundational religion but rather that they support and enact the
mission and values of the organisation in the workplace. Often employees
are attracted to and support the values of the FBO even where they do not
subscribe to the religious foundation.*” With respect to volunteers, however,
there is some evidence to indicate that volunteers tend to be attracted to the
specific faith base, not just the values.*°

Within the context of Catholic social welfare organisations, for exam-
ple, which are based on the principles of Catholic social thought,* non-
Catholics are often attracted by values such as human dignity, preferential

* Catholic social thought or teaching is the body of doctrine developed by the Catholic Church
on matters of social justice. While precise definitions vary, the core principles of Catholic
social thought are: human dignity, the common good, solidarity, subsidiarity, stewardship,
dignity of work and preferential option for the poor.
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options for the poor, and stewardship (sustainability). Recruitment is gener-
ally based around commitment to mission and values rather than religious
orientation.’!

To ensure a common understanding of the charism and values, FBOs will
generally undertake a combination of education and formation programs.
Education provides the information about the history of the organisation,
founders’ stories and definition of values whereas formation activities allow
employees to explore these themes in more depth from a spiritual develop-
ment perspective.

Staff induction programs provide the ideal opportunity to introduce the
religious ethos and heritage.’> For many staff from different backgrounds,
the narrative of the founder is an engaging way to introduce the complex
concepts of charism as well as the foundational values.

Conclusions

Faith based organisations are major contributors world-wide in the fields
of health, education and social welfare. Despite their prevalence, however,
relatively little academic work has been undertaken on FBOs. That which
has been undertaken is generally focused on issues impacting on Christian
based organisations.

Many of the issues which face FBOs are common to all not for profits, how-
ever by the nature of being founded in a religious context or faith base these
organisations face additional challenges with respect to governance and lead-
ership. This chapter has highlighted some of these issues, particularly those
around maintenance of mission in light of increasingly competitive and con-
dition-based funding. In discussing how these issues are being addressed by
FBOs the main focus has been on the Catholic Church in Australia, although
the same issues are being addressed in a similar way across faith traditions.
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Churches of Christ Care

Introduction

Churches of Christ in Queensland, under the banner of Churches of Christ
Care, is one of Australia’s largest providers of care, accommodation and com-
munity services targeting those most in need. In this case study, we consider
what drives this faith based not-for-profit, and gain an understanding of its
approach to strategy, leadership, public policy and brand management. We will
also reflect on some of the obstacles that it has encountered along the way.

History

Churches of Christ Care (then known as Churches of Christ in Queensland
Social Service Department) was established in 1930. The organisation started
in response to social needs identified by a group of the faithful who reached
into their own pockets, funding services that the government didn’t or couldn’t
fund. Starting with a single aged care service in Brisbane, today the organisa-
tion cares for over 27,000 people in need across in excess of 150 services in
the States of Queensland, Victoria, and the Pacific nation of Vanuatu. Its geo-
graphical footprint is larger than 93% of the nations of the world; employs
around 3,500 paid staff and 1,500 registered volunteers; and its financial
turnover is around $240 million per annum, with a $600 million asset base.
Churches of Christ in Queensland is constituted under Letters Patent, an
ancient (and little understood) legal instrument issued to the organisation
under royal decree. While a useful and flexible means of incorporation, it
is poorly understood in other jurisdictions. Given this, the organisation has
pursued other forms of recognition/incorporation for the organisation, or
parts of the organisation, including an Australian Company Number, per-
mitting easier cross border trade, and creating (ASIC recognised) companies
limited by guarantee for special purpose vehicles/dedicated service streams.

Governance

The organisation is governed by a skills based and remunerated board who
are accountable to the membership of Churches of Christ in Queensland,
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Figure 9.1 Governance structure of Churches of Christ in Queensland

represented by a group (the Conference Council) elected from the member-
ship of the churches (Figure 9.1). The board appoint the CEO, who is part
of a four person Chief Officers Team (also including the Chief Operating
Officer, Chief Mission Development Officer, and Chief Financial Officer).
The Chief Officers together are the key decision makers of the organisa-
tion, responsible for day-to-day leadership and management of Churches of
Christ in Queensland, including all wholly owned entities.

The Chief Officers also form part of a 15 person Executive Team. This
broader group is responsible for developing and disseminating organisa-
tional policy, and ensuring achievement of organisational strategy.

Focus and Mission

Churches of Christ Care is principally focused on the areas of: Children
Youth and Families (including early childhood services, family based early
intervention, and out of home care for children/young people who have
been abused or neglected); Community Housing; and Seniors and Sup-
ported Living (including community care, residential care, and retirement
living). It also provides a range of discrete services in response to identified
local community needs, including for example: a medical clinic and rural
health outreach, rural chaplaincy, drop in centres/cafes, social enterprise
activities, and men’s sheds.

There are certainly larger organisations in particular service streams, es-
pecially listed aged care providers. And as the population ages, and there
continues to be a dollar made out of aged care in Australia, the number and
size of players in this space will grow. However, such organisations would
never entertain managing a 10 bed aged care service in Cunnamulla, nine
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hours’ drive from Brisbane (as close to the ‘Outback’ as you can get), or in
many other rural and remote communities that Churches of Christ oper-
ates. It is also a fact that the raison d’étre of many such operators is share-
holder return, not necessarily social return for the client and the broader
community.

This driving focus on a social return, personal uplift, or community bene-
fit, however you would like to express it, is summed up in the organisation’s
unifying mission statement: “Bringing the light of Christ into communities.”
Its mission is very much focussed on its understanding of the character of
Christ: a person who loved unconditionally, was driven by a strong sense
of justice, preached compassion, and demonstrated an unwavering desire
to improve the world around him for the lost, hurt, hungry, unclean or
unloved. And this is what drives the organisation and has done so for the
past 85 plus years. It’s also what has driven similar faith based organisations
stretching back millennia.

At their best, faith-based community services organisations are capable
of demonstrating great compassion that is very difficult for governments to
replicate. Their mission compels them to go where government and others
don’t or won’t, and their commitment often extends way beyond election
or funding cycles.

But the organisation doesn’t just step out in blind faith to do “good
works” across the countryside, void of strategy or discipline. This may, to
an extent, characterise the approach of some not-for-profits, but as with our
for-profit cousins, it’s not a recipe for success or longevity.

Values and Biblical Principles

Churches of Christ in Queensland (the parent entity of Churches of Christ
Care) promotes three core values, also well steeped in biblical principles:
modelling unconditional love; being good stewards; and behaving with
integrity.

The first value, or a similar variant, is what you might expect coming
from a faith based organisation. While you may expect to see ‘unconditional
love’ written, it is actually very difficult to practice. Without doubt, it is the
first amongst the organisation’s values. However, if it were the organisa-
tion’s only value or guiding principle, the organisation may well risk going
the way of the dinosaur. For unconditional love to be practised sustainably
requires a framework of good stewardship and integrity.

The notion of good stewardship is particularly key to the organisation’s
financial success. It is a truism that where there is no margin there is no
mission. All successful organisations effectively manage their resources, and
the most effective employees (including managers) are firstly good stewards
of themselves.

By and large, the organisation has exercised sound stewardship, expo-
nentially increasing its reach and impact over the past fifteen years. It has
also made its mistakes along the way. In an attempt to be good stewards, it
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established commercial activities with the intent of generating profits to sub-
sidise activities of high missional benefit/low return. While this is a sound
principle, in its zeal the organisation purchased businesses such as tourist
ventures, and a motel in a mining town. A downturn in tourism, and some
years later a downturn in the mining industry, respectively turned income
generators into cost centres! The moral to this story: know what your core
business is, play to your strengths, and learn from your mistakes.

Exercising stewardship has also meant making tough decisions to close
whole service streams in areas that the organisation has not had suffi-
cient depth of skill to run as optimally as it should (e.g. drug and alcohol
services; and residential disability care), recognising that there are other
organisations eminently better qualified and resourced. Similarly, while it
has acquired many individual services over the years, it has also decided
to close a number, determining that cost of operation outweighed mis-
sional benefit. Knowing when and how to exit something is as important
as recognising the right acquisition. For many not-for-profits, (including
churches) the asset becomes a millstone around their neck and they forget
their reason for being—which is rarely about buildings. For still others,
existence has become their primary reason for being: community needs
may have changed, government and other organisations may have stepped
in where once they had no presence, but the board may continue to hold
onto the reason for their initial incorporation, and the habit of monthly
meetings!

For Churches of Christ in Queensland, it has continued to respond to
the environment in which it exists: mostly driven by community need, but
well informed by government regulation, and market dynamics. It has also
developed a diversified funding model: ensuring scale across various service
streams (e.g. seniors care and accommodation, and community housing)
and diversification of service types that promotes vertical integration within
each stream (e.g. community care, retirement living and residential aged
care within the seniors care service stream). Furthermore, it has ensured suf-
ficient resourcing and staff specialisation within each service type.

As a faith based organisation that receives a large amount of public fund-
ing, as well as donations from individuals and organisations, and in occupy-
ing what some would see as a position of moral authority, it has a lot to lose
if it doesn’t conduct itself in a manner consistent with public expectation.
Enter the pillar of Integrity. The organisation has earned universal respect
from its funders and government partners as one that will strive to meet and
more likely exceed standards, and proactively manage poor performance.
This hasn’t always been the case however. In the past it, like other faith
based not-for-profits, has put up with poor performers. Managers haven’t
wanted to offend them, thinking it somehow wouldn’t be Christian to do
so. This misplaced grace can affect an organisation like cancer, conferring
an acceptance of mediocrity and thereby pulling others down to the lowest
common denominator.
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While treating staff with respect, the organisation is under no misappre-
hension as to who it exists to serve. It is cultivating a client-centric ap-
proach, moving away from an entitlement-based, staff-centric culture that
can ironically characterise some ‘community services’ organisations.

If the above focus on the organisation’s Christian heart seems sanctimo-
nious, it’s certainly not intended to be. Rather, it is intended to explain much
of what is to follow. The leaders of Churches of Christ in Qld truly believe
in the organisation’ mission and attempt to uphold its values, as lofty as
they are. At its base, there’s not a lot more complexity to the organisation
than that: knowing its mission and staying close to its values.

Demonstrating the Mission and Values in Practice

In being very public about its mission and values, and actually demonstrat-
ing them in practice, the organisation has attracted like-minded leaders,
staff and volunteers. At a time when we are told that it is impossible to
attract volunteers, the organisation has tripled the number of registered
volunteers from 500 to 1500 in three years. It has attracted government
funding, including capital grants, at a time of government fiscal constraint.
It has received critical acclaim from government departments and industry
contemporaries, and registers consistently high satisfaction levels from cli-
ents and staff. It is increasingly seen as a go-to organisation in communities
and industries that it is a part of.

So what’s the difference here: why have some NFP’s struggled, and even
contracted, while Churches of Christ in Qld has expanded?

As highlighted earlier, Churches of Christ Care, like other contemporary
faith-based service providers, was founded by conviction and contribution
by folks who had ‘skin in the game’: donating money, skills, time, or prayer-
ful support to make a difference in the lives of other people in a commu-
nity where they were personally connected. The early growth of this and
other organisations was based on these initial foundations, replicating the
model of service development with strong input from folks in local church
congregations and communities: it’s a story played out across the country.
Such folks invariably responded to local need where they saw it, engaging
government where possible but not being limited by their ability to do so. If
there was a will, and no government support, there would still more often
than not be a way.

But over the later 20th century the government established itself as prin-
cipal funder in a number of social and community services areas. Increasing
legislation and the related compliance burden, including the cost of non-
compliance and possible litigation, forced a consolidation of services under
a corporate umbrella, separating care services from their local (church)
leadership.

In more recent times the increase in regulation (and in some cases extreme
regulation) and contractual obligations has also meant that previously
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self-determining organisations have started to march by the beat of someone
else’s drum. What’s more, the funding source and government stipulation
has actually begun defining why the organisation exists and what services
they provide.

A recent graphic example of this was a previous state government’s in-
sertion of a clause in funding contracts that limited community organisa-
tions’ ability to advocate for legislative change: a fundamental right and
some would say responsibility of community organisations. Fortunately, a
change of government, and significant community response, saw this clause
removed. Actions such as imposing these sort of clauses serve to enforce
notions in government circles that community organisations that receive
public funding are simply branch offices of the government, albeit cheaper
to run and easier to control!

While Churches of Christ Care has had many strong and visionary leaders
over the years, the desire for funding, and compulsion to follow the crowd
(being other organisations within industry segments) has at times propelled
the organisation away from its mission and towards a homogenised re-
sponse to what the government of the day saw as desirable. This behaviour
has resulted in a number of faith based social service providers taking on
the look and feel of secular counterparts, to the extent that some have pur-
sued separate incorporation and objects apart from their parent entity (the
Church). Some parent entities have responded by effectively discontinuing
whole divisions of activity altogether, and re-investing into other forms of
ministry. For others, the complete legal and/or constitutional separation of
the subordinate agency has left the parent powerless to recover missional
control.

Governance, Change, and the Member Base

For Churches of Christ Care, the issue of missional drift and parent entity
control came to a head around 2008. This was a very difficult time for the
organisation and for many good people who were doing the best they could
within their own context. But the context was never going to propel the
organisation to where it is today. There were separate boards with separate
executives each pursuing their own separate agendas.

What followed was a fundamental restructure of the parent entity,
Churches of Christ in Queensland, and multiple subordinate agencies, their
boards and constituent documents. This resulted in the affirmation of one
organisation (Churches of Christ in Queensland) with one mission, one
board, one CEO, rowing in the one direction. The integrated entity still has
many faces, largely in responses to nonsensical government policies. For
example, the Public Benevolent Institution (PBI) of Churches of Christ Care
still exists, and a separate housing company has been created in order to
appease federal government requirements of large community housing pro-
viders (i.e. to be companies limited by guarantee). But now, the one board
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can manage multiple entities, or rather the same directors can constitute
different boards as required, and subordinate entities can act for the best
interests of the parent.

The leadership challenge set for the new CEO and Board of Churches of
Christ in Queensland was principally to bring together all aspects of the or-
ganisation in what it means to be a ‘church’: to integrate what had become
a fairly fractured organisation. The major structural/constitutional changes
effected in 2009 may have set the foundations, but the real work still lay
ahead.

Many individual care services had been founded by individual churches
as their expression of mission in the local community, but over time these
services had been effectively handed over to the corporate entity to manage,
disenfranchising local churches (the voting members of the parent entity)
along the way. The challenge was how to re-connect with the local church’s
vision for mission, whilst maintaining the benefits of professional manage-
ment of what had become a very regulated environment, where margins
were increasingly being squeezed.

The organisation took a multipronged approach to reconnecting with its
member base, including:

e Creating region focused Strategic Action Leadership Teams (SALTs).
These teams bring together senior Churches of Christ (care, church, and
corporate support) leaders, along with community leaders passionate
about bringing uplift to their community, to discern the needs of a local
community. They then work together to develop and deliver a regional
Mission Action Strategy;

e Building the role expectations of the Chief Mission Development Of-
ficer, and their direct reports, in promoting the organisation’s mission in
all it does;

e Better pooling of the overall assets of the organisation (as far as le-
gally and ethically permissible), and using the resource base to support
growth and development of churches, and church leadership. This in-
cluded re-diverting the treasury functions of the PBI from a commercial
bank to the parent entity’s own Church Development Fund: generating
an income stream for non-PBI activity while honouring the letter and
spirit of PBI law;

e Promoting shared training and development events across the leader-
ship of the entire organisation (not just churches, or care services); and

e Giving all parts of the organisation (including churches) better access to
the specialist skills and services that resided in central support functions.

With all of the above, the organisation’s Chief Officer’s Team has
maintained clear oversight of all aspects of planning and service innova-
tion, ensuring alignment with the organisation’s mission and strategic
direction.
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While all change is a work in progress, the above and other initiatives
have given the organisation’s members greater control over their organisa-
tion, and individual churches increased opportunity to pursue their mission
in the local community.

At the same time, and contrary to what some may expect, the organisa-
tion’s core systems have been becoming more commercial (i.e. focused on
efficiency, productivity, professionalism, and customer service). Where once
the organisation may have pursued commercialisation at the expense of
its mission, improved commercial practices are in fact permitting a greater
focus on work in and through churches and in the community.

Representation and Involvement

While the organisation is subject to much regulation (in excess of around
200 discrete pieces of legislation and multiple quality frameworks), it cer-
tainly does not just accept those that it doesn’t agree with. Rather, it (or its
senior staff) actively lobbies for the changing of public policy, regulation,
contracting arrangements, and so forth.

The organisation has also been very deliberate around encouraging its
senior leaders to become members of Boards and industry peak bodies, or
other government or industry reference groups in areas relevant to its mis-
sion or areas of service delivery. At last count, senior staff have held board
level positions on seven peak organisations or similar directly relevant to the
work of Churches of Christ.

Furthermore, where the power dynamics are such that there is no industry
voice in an area of need, and where there needs to be balance to the govern-
ment’s voice, the organisation will actively support creation of a forum for
such a voice. Over the past several years, the organisation has supported the
creation of four industry, peak or community organisations: the Commu-
nity Services Industry Alliance, The Queensland Community (community
organising) Alliance, Community Housing Providers for Queensland, and
Pastoral and Spiritual Care of Older People (PASCOP). Senior staff are serv-
ing on the boards of each.

At the same time, where it has seen a proliferation of industry voices (e.g.
multiple ‘peak’ bodies in the aged care space, separately incorporated in each
state) which weakens the position of industry around the government table,
it has actively advocated for consolidation or at very least cooperation.

This representation and involvement isn’t just about influence, it is also
about obligation. And this is where the value of stewardship, founded in
biblical principles, reappears: “from those that are given much, much will
be expected” (refer Luke 12:48). The organisation very much sees that con-
tributing to improving public policy and industry development isn’t just a
nice to do, it is fundamental to who it is. Why just improve the lot of thirty
thousand, as important as that work is, when you can positively impact the
lives of another three million?
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To come to where it is today, over recent years the organisation has trans-
formed the conversations that it has internally, with co-providers, and with
government. Its leaders no longer see themselves as being beholden to gov-
ernment, as too small, or too diversified to be useful. Furthermore, and
perhaps more significantly, it has moved beyond being sensitive about the
identity ‘Churches of Christ’, fearing it may repel potential customers with
what may be seen as an overly ‘religious’ label.

Its leaders now stand in the place as equals around the table with govern-
ment and industry colleagues, who understand that each service or service
stream is part of a large and strong organisation, where its diversity is an
incredible strength. And when other organisations have moved away from
religious language in their titles, acquiring non-descript names or meaning-
less acronyms, Churches of Christ has celebrated its roots and used its name
and the lessons of Christ as a rallying point.

The organisation is seeking to trade on its reputation, to make Churches
of Christ in Queensland synonymous with unconditional love, quality care,
and community uplift. Recognising that this brand has been in development
for 86 years, why give that away?

Churches of Christ in Queensland is not content to just respond to fund-
ing rounds and the like—rather, it is more likely to lead industry discussions,
initiate dialogue with government, and propose service responses and com-
mensurate funding models.

Leadership and Management

The organisation hasn’t relied on just one person to bring it to where it is
today, with the inherent risk that all will come crashing down if or when
they move on. It’s true that tone is set from the top, and certainly Churches
of Christ has solid, credible, and authentic leadership at the chief officer
level. But its senior executives have also gone about devolving leadership,
empowering managers to advocate for and lead change within their commu-
nities or industry segments, all the while well connected with the direction
of the whole. A meeting of the organisation’s Executive Team represents
more a gathering of the Knights of the Round Table where all voices are
equal, than a typical command and control structure.

Churches of Christ in Queensland has invested much in leadership and
management development over the years. Its earlier leadership development
program was grounded on the principles of servant leadership. This work
has also informed a more recent development program for managers, built
around several modules, variously titled: powerful conversations; leadership
compass; and contagious leadership. Targeting the top 300 managers of the
organisation, the program helps participants to identify and develop the
leadership traits and potential in themselves and others.

Other recent leadership/management development initiatives of note
include: all Board members and Chief Officers being supported to
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undertake a company directors course; supporting senior executives to
undertake University of Queensland Business School’s Leadership in the
Not-For-Profit Sector course; and creating a range of leadership and de-
velopment initiatives for frontline staff, tailored to their area of work/
practise.

The organisation is more likely now to look globally for examples of
best practice for the organisation, and for the best learning experiences
for its leaders. Leaders have participated in, and presented at international
conferences and undertaken study trips to leading organisations in various
countries, and its Chief Operating Officer has recently completed the Ad-
vanced Management Program at the Wharton School of the University of
Pennsylvania.

Notwithstanding all the management development, strategic planning
and sheer hard work, the leadership of Churches of Christ in Queensland
will also tell you that where it is today is made possible through the work of
those who have gone before, and furthermore if God wasn’t in it the organ-
isation would have folded before now.

The approach to and from management, combined with strong quality
frameworks and organisational communication systems, have ensured a
level of consistency in message and service delivery throughout the organ-
isation. This has contributed to many years of unbroken accreditation, li-
censing or equivalent across all services, and sustained levels of compliance
across multiple compliance frameworks.

A Caring and Cared-for Workforce

In order to successfully pursue the organisation’s mission, and achieve its
strategic goals, requires an appropriately aligned and engaged workforce,
whether paid or voluntary. As a society we have over-complicated delivery
of all manner of social/lhuman services. At its core, Churches of Christ in
Queensland have realised that the greatest thing that we can offer someone
in need is another person who really does care. Of course technical skills are
important (e.g. knowing how or what to teach, what medicines to admin-
ister, how to navigate a government system), but they are required episodi-
cally, whereas care, personal connection and commitment to/from others
are core and universal needs.

The organisation is in an ongoing quest to develop a workforce (and
broader community) that is both caring and cared for. Some of the organ-
isation’s initiatives around workforce recruitment and development include:

e Recruiting with a particular focus on values, currently using a campaign
of “imagine making a difference”;

e Engendering a focus on the organisation’s mission and values through
the on-boarding process;

e Developing close links with universities and TAFE, facilitating student
placements and internships;
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e Using bulk-purchase ability to offer staff discounts on all manner of
things from health insurance, to gym membership and car repairs;

e Providing a significant amount of work related, leadership, and career
development training and support, including access to a central Study
Assistance Scheme to encourage career advancement;

e Supporting clients (e.g. young people exiting care or long term unem-
ployed housing tenants) and others looking to develop job skills or gain
employment through a social enterprise program;

e Expanding the range of opportunities for volunteering: basically tai-
loring volunteering opportunities to individual skills, qualities and ca-
pacity. Volunteers are engaged across hundreds of roles, from simply
collecting rubbish, to providing social support to elderly residents, to
providing research and legal support;

e Facilitating a scheme for staff to contribute to a fund for other staff
who are experiencing difficult circumstances. This fund (as well as other
organisational contributions) is particularly used to support those that
are impacted by natural disasters;

e Providing opportunities for support service/head office staff to connect
with frontline mission: for example, by working alongside direct care
staff, or spending time with clients.

Through the above types of strategies, and by developing the overall repu-
tation of the organisation, Churches of Christ in Queensland is increasingly
being approached by qualified and values-driven people looking for a role
in the organisation, whether advertised or not.

As good as the above and other organisational strategies may be, they do
not guarantee a perfect match between person, position, and organisation.
The organisation is only one contributor in a larger industry, drawing most
staff from the industry. In addition, in many geographical areas in which it
operates, the community and hence the organisation’s needs are often high
and the choice of candidates limited.

Given this, and the fact that we work in human services, dealing with
people at their most vulnerable times and at times exhibiting their most
extreme behaviours, things do go wrong. And when they do, the organisa-
tion responds swiftly and transparently. It views those regulating its various
activities as inherently good, and who it’s better to work with than against.
The organisation is quick to disclose any adverse events, and is open in out-
lining its proposed course of action, or actions already undertaken. When
faced with the likelihood that a staff member has harmed a client, but a lack
of evidence to prove it, the organisation will unashamedly err on the side of
protecting the client.

In doing so, it has developed a high level of trust from various regulators,
whereby some have remarked that they don’t need to be involved further
because they trust that Churches of Christ in Qld will be thorough and ap-
propriate in its response. Such reputational and relational capital is invalu-
able for if and when things really do go wrong.
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Brand, Reputation, and Success

Brand and reputation is as important to Churches of Christ in Queensland
as it is to any organisation. This case study should be conveying the impres-
sion of an organisation that is more interested in substance over spin. And
it’s in the substance that its reputation and brand is built. While current
market changes, particularly in the community care space, will result in
the need to spend on marketing campaigns, it is almost embarrassing to
admit that for most services the organisation has spent very little on market-
ing because of the word of mouth referrals that emanate from existing cli-
ents, their relatives or treating professionals. This is most exemplified in the
organisation’s Retirement Living area, a highly contested market, consist-
ing of many large players with massive marketing budgets. Year after year,
CofCQ underspend its marketing budget for this area, and its occupancy
remains around a credible 98%.

While only one indicator of organisational success (and a poor one
given the organisation’s mission), Churches of Christ in Queensland’s
annual revenue has doubled (to circa $240m) between 2009 and 2016,
with every indication that that level of growth will continue. The revenue
growth indicates the growth of services through acquisition, success in
tenders and the like.

Conclusion

In this case study, we have used convenient labels such as community hous-
ing, retirement living, or residential aged care, however Churches of Christ
Care is actively seeking to remove barriers between service streams and
types, at least internally anyway. The organisation holds the strong view
that it should start by focusing on the needs of individuals and communities,
and moving outwards to identify the best way of meeting same, rather than
starting with a funding bucket and rules and finding someone to match to
the funding. In doing so the organisation has provided leadership in devel-
oping products and services that better meet the needs of individuals. While
still relatively young on the maturity scale of service innovation, the organ-
isation has ambitious plans that if well executed will earn the interest of
some funders and regulators, and likely the ire of others who like to think
they are controlling the market.

And this flags some of the other challenges that the organisation has had
along the way, such as: regulation that is written for small, single stream
providers; paternalistic funding regimes that provide incentives for ineffi-
cient service delivery—where any surplus generated must be returned to the
government (we don’t do this in infrastructure projects, so why do it in com-
munity building projects?); being aligned with some NGO’s that perpetuate
a ‘poor me’ mentality, only moving if they’re funded by government to do
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so; and some in government that perpetuate notions that the NGO (and
particularly NFP) sector is poorly governed, managed, and rarely delivers
effectively.

Above all, the polarisation of government and NGO has not served the
community well in recent years. However, at least in Queensland anyway,
a new conversation is starting that is more inclusive, seeing the industry as
inclusive of all parts, including government and NGO. Churches of Christ
is central to promoting a more inclusive rhetoric, in the hope of a more pro-
ductive reality. The community we live in is of and for us all, and we should
all take our respective responsibilities in developing the kind of society that
we collectively want to live in.

David Swain
Chief Operating Officer
Churches of Christ in Queensland
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Introduction—Focus on the ‘Brand’

The measure of success for an NFP organisation will vary from one NFP to
another because differing purposes will drive different outcomes. Also, the
sustained delivery on purpose is only achievable over the medium to long
term if there are sufficient financial resources at the disposal of an NFP. This
would normally suggest that making a surplus or being ‘not-for-loss’ is a
critical aspect for any NFP success.

However success for an NFP is measured, what is clear is that for an NFP
(as with any business) a trusted reputation and sound brand recognition are
crucial for sustained delivery on purpose.

Confidence in an NFP brand will have a direct correlation with that NFP’s
success. This is because good brand recognition means that an NFP’s stake-
holders can have confidence that the NFP’s activities reflect the values es-
sential to achieving the stated purpose or mission of the NFP.

So, a primary role for any CEO as he or she strives to ensure stake-
holder confidence in the NFP’s brand, is to ensure that the organisa-
tion’s board, employees, volunteers and other stakeholders consistently
live out the values of the NFP i.e. all stakeholders need to be ‘on the
same bus’.

Factors that Influence the Brand

There are a number of ways this fundamental objective of a good CEO can
be met.

Getting the Strategy Right

Being clear about the strategic direction of the organisation is the new
CEOQss first challenge because it cannot be set just by the CEO; it necessarily
involves input from all stakeholders. The CEO’s role with the chairman is
crucial in being able to guide the board towards the right strategy for the
organisation to achieve mission.



Leading Through the Jungle of Legislation, Regulation 203
Governance

An integral aspect of determining mission is fixing on governance arrange-
ments. From a governance perspective, necessary factors include:

(1) getting the right board in place for the needs of the NFP at that time
with the appropriate skill set required;

(2) ensuring there is a good balance between the strategic role of the board
and its compliance function;

(3) promoting the need to be striving always to achieve corporate gover-
nance best practice in the NFP’s internal operations;

(4) ensuring appropriate protocols and policies exist for recruitment, del-
egation, workplace health and safety and other HR policies more gener-
ally; and

(5) ensuring that values are lived out in the way employees, volunteers and
other stakeholders are shown respect and treated with dignity at all
times.

Ensuring Activities Meet the Mission

Another key ingredient to achieving a quality brand recognition is to ensure
there is a regular review by the NFP of its activities. This is necessary because
it is the NFP’s activities that drive purpose; activities must remain relevant if
the NFP’s reputation is to be enhanced.

Consideration of Economic and Social Inputs

In addition to governance requirements and ensuring confidence in the cur-
rency of an NFP’s activities, a CEO must, all the while, have a clear eye
on necessary economic inputs in achieving the desired brand recognition.
Those inputs will need to consider such things as:

(a) relevant funding and its sources;

(b) required employees and appropriate skills;

(c) the appropriate volunteer base if relevant;

(d) appropriate technology and, with it, necessary intellectual property and
licensing arrangements; and

(e) physical assets such as premises, motor vehicles and other relevant plant
and equipment.

In terms of necessary social inputs, the CEO of an NFP will need to be
cognitive of historical relationships with government, private enterprise and
others (perhaps major benefactors), the organisation’s abilities as well as its
capacity for risk in the way it carries out its activities.



204 Paul Paxton-Hall
The Regulatory Framework

Whilst any NFP CEO will need to be mindful of the drivers of a quality brand,
he or she cannot avoid the real challenges that exist around the regulatory
framework for NFPs. Getting this wrong dooms any NFP to certain failure.

The specifics of the regulatory framework for an NFP will differ depend-
ing upon a number of factors which include:

whether the NFP is registered as a charity or not;

the legal structure of the NFP;

the relevant jurisdiction in which the NFP carries out its activities; and
its size.

Irrespective of these specifics just mentioned however, all NFP’s have con-
sistent, overarching reporting requirements to government agencies which
include:

e the corporate and financial reporting requirements associated with the
legal structure under which the NFP is incorporated;
fundraising legislation requirements;

e Tax Act endorsement requirements; and
financial, governance and performance information required by most
government agencies as a condition of government funding.*

Corporate and Financial Reporting

The bulk of NFP organisations are unincorporated entities. Unless they are
registered as charities under the ACNC Act,? unincorporated entities have
no reporting obligation. For charities registered with the ACNC, report-
ing obligations will differ depending on size. ACNC reporting obligations
are consistent with the reporting obligations in the Corporations Act for
companies limited by guarantee but differ yet again for incorporated asso-
ciations under respective State-based association incorporation legislation.

Incorporated Associations

The current reporting obligations in Australia for incorporated associations
are as follows:

Table 10.1 Reporting obligations for incorporated associations.

QLD NSW ACNC/VIC/WA

Level 1: assets or Large/Level 3: Revenue
total revenue above over $1 million
$100,000

* Refer to paragraph 6.4 of Contribution of the NFP Sector; Productivity Commission
Research Report January 2010 at page 129
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QLD NSW ACNC/VIC/WA

Level 2: assets or total ~ Tier 1: Annual gross Medium/Level 2: Revenue
revenue between revenue over $250,000 greater than $250,000
$20,000 and or assets over $500,000 but less than $1 million
$100,000

Level 3: assets or Tier 2: Annual gross Small/Level 1: Revenue less
total revenue below revenue less than than $250,000
$20,000 $250,000 or assets less

than $500,000

Companies Limited by Guarantee

Corporate and financial reporting obligations for companies limited by
guarantee (CLG) which are not registered as charities with the ACNC will
differ depending upon the size of the company. A company is a small CLG
in a particular financial year if:

e it is a company limited by guarantee for the whole of the financial
year;

e it is not a deductible gift recipient at any time during the financial
year;

e the revenue of the company is less than $250,000; and

e it is not a commonwealth company for the purposes of the Common-
wealth Authorities and Companies Act 1997.

The Corporations Act enshrines a 3-tiered differential reporting frame-
work for CLGs as follows:

Table 10.2 3-tiered differential reporting framework for CLGs

Tier Nature of company Obligations

1 Small company e No obligation to do any of the following unless
limited by required to do so under a member direction or
guarantee ASIC direction:

e prepare a financial report;
e prepare a directors’ report;
e have financial report audited;
e notify members of reports

2 Company limited ® must prepare a financial report;
by guarantee with @ must prepare a directors’ report, although less
annual revenue detailed than that required of other companies;

<$1,000,000 need not have financial report audited but if not
audited, then financial report must be reviewed;
e must give reports to any member who elects to

receive them.

(Continued )
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Table 10.2 (Continued)

Tier

Nature of company

Obligations

3 Company limited o
by guarantee with e
annual revenue
>$1,000,000 o

must prepare a financial report;

must prepare a directors’ report, although less
detailed than that required of other companies;
must have financial report audited;

e must give reports to any member who elects to
receive them

Registered Charities

For organisations (however structured) registered with the ACNC, the
ACNC Act distinguishes between small charities, medium charities and
large charities in a manner consistent with the tiering of not-for-profit CLGs
that are not registered as charities; namely:

1. small charities: annual revenue is less than $250,000;

2. medium charities; annual revenue is $250,000 or more but less than
$1,000,000; and

3. large charities: annual revenue is greater than $1,000,000.

Size affects ACNC financial reporting obligations which are as follows:

Table 10.3 Size and ACNC financial reporting obligations.

Small Medium Large
Annual ® Must submit— ® Must submit— ® Must submit—
Information Includes nine Includes 12 Includes 15
Statement financial financial financial
information information information
questions questions questions
Financial report e Can submit e Must submit ® Must submit
(optional)

Cash or accrual e
accounting

Type of financial
statement2

Can use accrual or
cash

Special purpose
financial statement
(optional) or
Reduced
disclosure regime
general purpose
financial statement
(optional) or

Full general
purpose financial
statement
(optional)

e Must use accrual

e Special purpose
financial
statement (if
not a “reporting
entity”) or

e Reduced
disclosure
regime general
purpose financial
statement or

e Full general
purpose financial
statement

e Must use accrual

Special purpose
financial
statement (if not a
“reporting entity”)
or

e Reduced
disclosure regime
general purpose
financial statement
or

Full general
purpose financial
statement
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Small Medium Large
Review or audit ¢ No ACNC e The ACNC e The ACNC
obligation for requires your requires your
review or audit financial reports financial reports to
to be either be audited
reviewed or
audited

Altered Reporting Obligations for CLGs Registered
as Charities

For those charities which are structured as CLGs, there are altered report-
ing obligations now to ASIC meaning that charities structured as CLGs no
longer have to file returns with ASIC but, rather, report to the ACNC. These
altered reporting obligations can be depicted as follows:

Table 10.4 Altered reporting obligations for CLGs

Type of change ACNC ASIC
Register

Apply to register a company No Yes
Apply to register a charity Yes No
Change details

Notify change of name to a company Yes Yes
Remove word ‘Limited’ from name No No

(without changing legal name) as long as
meet s150(1) of the Corporations Act 2001

Apply to change the ‘legal’ name of a company Yes Yes
to omit the word ‘Limited’
Notify changes to: Yes No
e registered office/address for service While it is not a
e directors (responsible persons) requirement, you can
e constitution (governing documents) choose to notify ASIC

of these changes. Late
fees do not apply.
Report annually

Submit an Annual Information Statement for Yes No
each reporting period
Submit financial statement for 2013 reporting No Yes*

period (period starting on or after 1
July 2012 but before 1 July 2013) (see ASIC
guidance on reporting obligations)

Auditor
Notify of resignation or removal of an auditor No Yes
Notify appointment of an auditor No No

(Continued )
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Table 10.4 (Continued)

Type of change

ACNC

ASIC

Close

Request to revoke registration of a charity
or notify of no longer being entitled to
registration as a charity or if charity has
closed (ACNC will advise ASIC in such

cases)

Notify external administration of a company
Apply to deregister a company

Yes

Yes
Yes

Yes
Yes

Fundraising Legislation Reporting Requirements

At the Federal level, fundraising is controlled by three pieces of legislation,

namely:

the Corporations Act;

o the Australian Securities and Investments Commission Act 2001; and
the Australian Consumer Law so far as it relates to misleading and de-

ceptive conduct.?

State and Territory fundraising legislation and regulators are as follows:

Table 10.5 State and territory fundraising legislation and regulators.?

Jurisdiction Legislation Regulator
New South Charitable Fundraising Act Office of Liquor, Gaming
Wales 1991 Lotteries and Art and Racing

Unions Act 1901

Victoria Fundraising Appeals Act 1998 Consumer Affairs Victoria
Gambling Regulation Act
2003

Queensland Collections Act 1966 Office of Fair Trading

Charitable and Non-Profit
Gaming Act 1999
South Collections for Charitable
Australia Purposes Act 1939
Collection for Charitable

Purposes Act 1939—Code of

Practice

Lottery and Gaming Act 1936

Western Charitable Collections Act

Australia 1946

Gaming and Watering
Commission Act 1987

Office of Gaming
Regulation

Office of Liquor and
Gambling Commissioner

Department of Commerce

Office of Racing, Gaming
and Liquor
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Jurisdiction Legislation Regulator
Tasmania Collections for Charities Act Consumer Affairs and Fair
2001 Trading
Gaming Control Act 1993 Tasmanian Gaming
Commission
Australian Charitable Collections Act Office of Regulatory
Capital 2003 Services
Territory Lotteries Act 1964 ACT Gambling and
Racing Commission
Northern Gaming Control Act 1993 Racing, Gaming and
Territory Licensing Division,

Department of Justice

Fundraising Reform

The plethora of legislation affecting the fundraising challenges of a new
CEO make this area of the law a practical challenge to say the least. An
example of the challenge is the fact that the Queensland Collections Act uses
definitions for the term ‘charity’ and ‘charitable purpose’ which have really
been unchanged since 1966. In other words, the Collections Act does not
reflect the fact that we now have a Commonwealth Act, the Charities Act
2013, which provides a modern statutory definition of charity for Common-
wealth legislative purposes. Clearly it is in the interests of all not-for-profit
CEOs that statutory reform be made in the area of fundraising—ideally in a
manner that is consistent across State boundaries.

The fact that State fundraising legislation applies both to charities and
also to those organisations which may not be registered as a charity but
which have a community purpose makes for a dual reporting obligation.

The need for corporate reporting obligations for not-for-profit organisa-
tions and separate fundraising reporting obligations, makes it clear that
there is need for reform of the law around reporting to avoid unnecessary
and inefficient duplication if the notion of ‘report once-use often’ is to be
realised. Whilst some States and Territories have taken the initiative of rec-
ognising reports lodged with the ACNC in relation to charities, this area
of the law has still a long way to go. Apart from anything else a busy CEO
needs to be mindful of community expectations around the transparency of
giving as an important issue for some stakeholders.**

Conduct of Charitable Fundraising

For those CEOs who rely on fundraising, they will need to have regard to the
practical reality that charitable fundraising has been under a public cloud in
the UK since early 2015 because of certain unprofessional practices entered

** South Australia, ACT and Tasmania have all initiated reform for the reporting obligations
of charities to State-based regulators.
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into by fundraising organisations in the UK. Indeed, a UK journalist at the
time expressed the view that “the core of the problem is that the public image
of charities has become dominated by their means, not their ends.”*

The use of commercial fundraising operators and paid collectors has be-
come more commonplace and, with that trend, more sophistication and
commercially-orientated fundraising practices have been developed—not all
of which serve the NFP sector well.

The role of the Australian Consumer Law (ACL) in dealing with fund-
raising problems is being considered as part of the March 2016 discussion
paper on a review of the ACL. As well, the Queensland government is con-
sidering other aspects of fundraising reform at the present time.

Administration Costs Associated with Fundraising

Frequently commentary will be published in media outlets about the cost
ratios for certain charities and the amount in each dollar of funds raised
which go to charitable purpose as distinct from administrative costs.

For CEOs, decisions around cost ratios and fundraising disclosure need to
be considered. In Queensland, written agreements between a charity and a
third party fundraiser must be lodged with and approved by the Minister.* * *
The Office of Fair Trading provides guidance to charities seeking to lodge
a third party agreement which specifies that an agreement must contain a
number of provisions including monetary consideration. However, a mini-
mum return to the charity is not specified.

Victoria and New South Wales do have standards in this area. In Victoria,
the registration of a commercial fundraiser is subject to public disclosure
conditions if less than 50% of fundraiser proceeds will be distributed to
beneficiaries. If less than 35% of fundraising proceeds will be distributed,
then the commercial fundraiser must justify their registration to the regula-
tor. In New South Wales, the total expenses payable must not exceed 50%
of the gross proceeds obtained.

Online Fundraising Challenges

These days the CEO of a charity wanting to fundraise publically will need
to consider what role, if any, social media will play as part of that process
given the growing use of social media such as Twitter and Facebook to
facilitate fundraising and crowd funding.

Fundraising appeals conducted online or via social media are difficult to
regulate because of the borderless nature of the internet. Just what controls
might be set by government have yet to be determined but reform in the area
cannot be too far away.

##% Collections Regulation 2008 (Qld) section 33
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Tax Endorsement Requirements

The Importance of Tax Concessions

All not-for-profits, whether registered charities or not, would struggle to
remain viable without government tax concessions.

Relevant tax concessions are as follows (and are dependent upon the sta-
tus of the organisation concerned):

Input tax concessions:

(a) fringe benefits tax rebate or exemption;
(b) GST concessions, payroll tax, stamp duty and gambling tax concessions.

Income tax exemption:

Wealth tax concessions: land tax exemption; and
Tax deductibility: the ability to deliver a tax deduction for anyone gifting
money or property to the organisation.

The advantages of the various tax concessions have been at the forefront
of a number of high profile charity tax cases’ in recent times. A CEO needs
to be mindful of relevant tax concessions available and, as part of that pro-
cess, mindful of what needs to be done to retain appropriate tax concession
status. This is because endorsement, when given, does not apply automati-
cally throughout the life of the organisation. Indeed, the Tax Office has an
ongoing role to play in assessing an organisation’s continued entitlement to
claim tax concessions.*

Determining Concessional Tax Status

The requirements for tax exemption or tax deductibility will vary depending
upon the status of the NFP. Suffice to say that the ACNC is now the gate
keeper for appropriate charity registration, including associated sub-group
registration,® which in turn informs endorsement entitlement with the ATO.

For other NFPs, tax exemption may be afforded by way of self-
assessment e.g. community service organisations or the doctrine of mutu-
ality may apply for mutual associations such as co-operatives and clubs.

T Commissioner of Taxation v Word Investments [2008] HCA 55 and The Hunger Proj-
ect Australia v Commissioner of Taxation [2013] FCA 693

¥ See TR2015/1—Income Tax: Special Conditions for various entities whose ordinary and
statutory income is exempt.

$ Refer to the 12 headings of charitable purpose as defined in section 12 of the Charities
Act 2013
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Government Funding Acquittal

Requirements for funding conditions acquittal will differ from State to
State and government department to government department. The NFP
sector as a whole is facing the challenges of diminished government
funding as demands on the public purse grow. It is this economic reality
that is instrumental in the move towards consumer directed care mod-
els in disability services and aged care that have occurred in overseas
jurisdictions in recent times and have commenced in Australia with the
reforms to aged care in 2014 and the National Disability Insurance
Scheme.

The challenge for the new CEO is the recognition that under the tradi-
tional, direct government funding model, governments have tended to see the
not-for-profit sector as part of its broader community services strategy rather
than appreciating the mission/strategy of the individual organisation. With
that reality the sector as a whole has had a relatively weak bargaining position
in determining government funding contract terms with governments tradi-
tionally taking a view of ‘take it or leave it’ in determining terms of funding.

Now the new paradigm sees not-for-profit organisations competing for
the consumer dollar. This is starting to present challenges to CEOs around
internal administration because of things like the need to market, be com-
petitive, watch cash flow and watch debtor recovery as opposed to a world
where once upon a time an amount of money would be given to the organ-
isation to spend in the way government generally wanted.

The economic strength of an organisation is going to drive a new be-
haviour but the more market savvy CEOs are recognising that long term
sustainability will depend upon a diminished reliance on the government/
taxpayer dollar. These are key strategic issues for any CEO in the third sec-
tor today and a reason why mergers or joint ventures are occurring in the
sector.

The Leadership Challenges and How to Respond

The regulatory demands and changing face of government and community
expectations of not-for-profit organisations has probably never been as
challenging as it is today. Those community expectations are exacerbated
by demographic challenges, particularly an ageing population and a greater
percentage of GDP being spent by government on health care. Yet all the
while, the CEO must, through all these challenges, remain positive and
focused on mission. The importance of compliance must never be trumped
by the strategy to deliver on purpose.

To achieve this focus on strategy, a CEO must be cognisant of the regula-
tory and community challenges in getting the basics right; namely:

e ensuring he or she has the right board which is able to focus on strategy
development;
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e keeping an eye on margin vs mission; and
e developing a considered business plan that recognises community and
economic challenges and ensure it is reviewed regularly.

Notes

1. Australian Charities and Not-For-Profits Commission Act 2012.

2. Productivity Commission Report at page 136.

3. Productivity Commission Report at page 137.

4. J. Baggini. “Charities Risk Losing Our Goodwill with Aggressive Fundraising
Tactics,” The Guardian, 10 June 2015 referred to at p22 of the discussion paper.
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Stories from the Field:
The Smith Family

Introduction

Australian charities have changed in number, size and focus dramatically
over the past century. The dominance of the larger, established charities, and
the emergence of thousands of new ones, is an interesting story of the scale
of problems facing us, the inability of governments to address this scale
alone and to keep pace with the public’s desire to see societal change, and
the charities changing focus in light of these challenges.

Philanthropy and the Not-for-profit Sector

The scale of the many issues facing us is important to contemplate in think-
ing about the role that the not for profit space plays in advancing society
and solving or salving its ills. Consider the pace of current advances being
made. HIV AIDS is no longer prevalent enough to warrant being a notable
disease in Australia (sadly not in all parts of the world). Contemplate the
speed in which this disease has been eradicated due to the resources that
were mobilised to remove it as a threat. The Australian public were mobil-
ised as the grim reaper advertising dramatically raised public conscious-
ness and significant resources flowed into the charities and medical research
facilities that were treating and researching the disease worldwide.

Contemplate that each year, 123,000 new cases of cancer will be diag-
nosed in Australia, and so many Australians are dealing with cancer.! Yet
in recent years, medical research has made such huge advances that many
previously incurable cancers are now treatable with medication.

The not for profit sector spent $960m on research in 2012/13 while the
Australian Government spent $1,275m. The increased collaboration be-
tween research institutions globally has been lubricated by the funds that
those individuals and their families suffering from cancer, and/or supporting
cancer research have provided to ensure other families do not face the same
devastation.

Yet against this track record of the public being increasingly involved in
social change, the percentage of Australians who give has dropped, from
87% in 2005 to 81% in 2016. Australians are giving more, however, with
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$210 per annum more in real terms than in 2005, which is seeing the over-
all funding pie grow from $10.1 billion given by individual Australians in
2005 to $12.5 billion in 2016.2 Is this sustainable, given that the average
Australian who does give currently supports seven charities each?? Are there
structural issues to giving we need to see for the sector to continue to im-
prove Australians lives?

It is no accident that the most significant month for giving in Australia
is June, the end of the financial year as people look to minimise their tax
through supporting their important causes. The introduction of private an-
cillary funds in Australia, coinciding with the largest wealth bubble in our
history as the baby boomer generation matures and looks to how they will
distribute their wealth has seen a sustained period of major philanthropy
and bequests that will continue for many years to come and underwrite
some significant societal impacts. The taxation system is critical in under-
pinning a much greater partnership between public and private funding in
areas of greatest need yet has had minimal reform in recent years.

Many people look at the US as a leading philanthropic light, with both
the shift to social entrepreneurship and the overall level of philanthropy in
the US. As a percentage of income, Americans give 1.9% versus Australians
at just 0.34%, and the fact that the US has death taxes creates a significant
motivation for the wealthy in the US to distribute their wealth to charities.*

Not that there hasn’t been tremendous leadership in philanthropy outside
of these structural drivers. One of the strongest proponents of ‘giving while
you are living’ is Chuck Feeney, an American of Irish descent who set up, as
Bill and Melinda Gates and Warren Buffett have done, a foundation from
which the majority of his wealth will be given away in his lifetime. Chuck
Feeney’s Global Philanthropic Fund has funded causes as broad as Ian Fraz-
er’s vaccine to present cervical cancer in Australia and the rights movement
for gay marriage in Ireland, creating significant societal benefits and change.

It is this combination of leadership, the public’s appetite for societal
change and the ability to mobilise resources to scale that are so critical to the
biggest issues we have, and continue to face. This case study focuses largely
on the leadership challenges for the sector, using one of Australia’s oldest
charities, The Smith Family, as an example of these challenges.

Leadership Challenges

There are some sectors of the non-profit world that are currently facing
what academics have termed a ‘starvation cycle’, that is, the reduction in
spend by organisations on key infrastructure as funding for their cause
declines or in response to the constant misguided focus on where charities
should spend their funds, as if somehow those who work for the poorest
should do so somehow without all the overheads of any organisation oper-
ating in today’s world.

With the rise of globalisation in the 1970s and a consciousness of the
world and its issues driven by the ubiquity of television and the media,
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the public supported famines in Africa and natural disasters world over
like they never had before. International development was growing in the
public’s consciousness as a legitimate means of reducing suffering and sta-
bilising third world economies. The Rockefeller family recognised that the
Vietnam War was driven from extreme poverty and inequality amongst
the world’s poorest people, largely living in rural areas and involved in
agriculture. The thought leadership in setting up the international research
institutes (e.g. International Maize and Wheat Improvement Center—
CIMMYT, International Rice Research Institute etc.) to lift third world
agrarian based economies out of poverty as a means of creating a stronger
peace was inspiring.

Against this backdrop of public support for overseas aid and develop-
ment, the leadership of organisations like World Vision to boldly make child
sponsorship and the 40-hour famine a rite of passage for every young person
and family in Australia made them one of Australia’s most significant chari-
ties. With dramatic pictures of starving, emaciated children whose plight
was championed by global pop stars Bob Geldof and Bono beamed into
our lounge rooms, we dug deep to make global poverty a thing of the past.

Forty years on and the scale of the issue facing billions of people living
under hundreds of corrupt and poorly led regimes remains enormous yet
the Australian public has not made it an election issue for successive Federal
Governments as they have systematically reduced the size of Australia’s aid
budget as a percentage of Gross National Income. Today the Australian
taxpayer contributes 0.22% of GNI to overseas aid development, less than
half what it was at 0.47% in 1975.

Those charitable organisations whose focus is on third world poverty
have also struggled to maintain the public’s attention on their cause just as
Government funding is also diminishing. Are our international development
agencies and charities now in a starvation cycle and is this issue peculiar
to the issue of overseas development agencies, or is this the beginning of a
broader malaise that may beset the entire Australian charity sector moving
forward? Both these scenarios will demand a lot of the leadership in the not
for profit sector moving forward.

The Smith Family

A good case study of strong leadership combined with a cause aligning with
the public’s concerns and underlying trends is The Smith Family. While the
charity has remained focused on children living in disadvantage, it is unrec-
ognisable from the charity that was started by five Sydney businessmen in
1922.

As poverty has stubbornly remained a reality for one in ten Australian
children, the organisation has continually refined its focus to increase its
impact on this issue. The two most significant shifts have been a shift from
welfare handouts to proactive educational support for children and their
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parents over the past two decades, and more recently, the development of a
very rigorous measurement of the organisation’s societal impact. This case
study is the story of those transitions.

A Children’s Charity since 1922, the founding of The Smith Family is a
very Australian story. In December 1922, during a period of relative pros-
perity post World War 1 and before the Great Depression had taken hold,
five businessmen on their way home from a successful business trip met in
the Woolpack Hotel in Parramatta. In the course of conversation about
their upcoming Christmas celebrations with their families, they questioned
whether everyone was as fortunate and if poverty was a reality for many
Australians. They undertook to come back together having looked into this
issue in and around Sydney. Upon regrouping, the businessmen were quite
shocked at what they had uncovered, and were compelled to do something
about it.

The action that the men took was to donate toys and sweets to the Car-
lingford Home for Boys that Christmas. When the matron asked who to
write to thank for the donation, in keeping with the anonymous nature of
philanthropy of the day, the first man answered that his name was Smith,
a very common Australian name. “What about the others?” the matron
asked. “They’re Smiths too,” replied the man. “We’re all Smiths. We’re The
Smith Family.”

And so, The Smith Family was born and the tradition of making Christ-
mas a special time for children, and putting disadvantaged children at the
centre, has remained the focus of the organisation.

In recognising that this single generous gesture would not have a lasting
impact on disadvantage in Australia, the men drew up a set of guidelines
for what would become The Smith Family. The focus on impacting the lives
of children and those living in disadvantage, a national, sectarian approach
and embracing the goodwill of Australians were all, and remain, central
tenets of the modern Smith Family.

During the Depression of the late 1920s and early 30s, The Smith Family
assisted with the food and clothing needs of thousands of Australians as un-
employment soared, and responsibility for the care of children and families
fell to organisations such as The Smith Family which set up hospitals and
orphanages. The organisation was founded on volunteers and during this
time thousands of Australians were also helping provide food and cloth-
ing packages through The Smith Family. Today the organisation has some
8,700 volunteers supporting its work.

Since 1963, the sale of used clothes in The Smith Family retail stores have
helped generate surpluses that offset our administration costs. This endur-
ing social enterprise has expanded into clothing recycling also and ensures
that the majority of funds raised through donations from supporters can be
spent directly on programs for disadvantaged students.

The 1970s saw The Smith Family react to the needs of refugee families
fleeing war in Vietnam and Timor, while also being one of the first emergency
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relief organisations that arrived in Darwin to help residents recover from the
devastation inflicted by Cyclone Tracey.

In the late eighties the organisation undertook research with the families
it was helping to support through its welfare approach. The findings were
stark. Australians living in disadvantage wanted a better future for their
children, and they saw that education was key to that better future. The
results highlighted that children of families that The Smith Family had been
helping were also receiving welfare. The cycle of poverty was not being bro-
ken through our support.

Organisational Focus

This research led to a fundamental rethink about the organisation’s focus.
The health sector was undergoing a transition from treating heart disease
and other significant diseases to looking to prevention as cure: taking a
proactive, early intervention approach, underpinned by public awareness
raising.

The Smith Family decided to change its whole approach. It began the
shift away from welfare payments and replaced them with education
scholarships and local support through a new program called Learning
for Life. This was a dramatic shift for an organisation upon which tens of
thousands of Australians were reliant on for financial support. The CEO
Elaine Henry, who, with the Board and Chairman Rick Turner, then CEO
of Ernst and Young, led this shift in focus and had to take the organisation
and its volunteers and supporters through this substantial change. Elaine
had come from a background in health and understood the importance
of early interventions, based on evidence. She also understood this would
be a significant change for the established charity, its staff, volunteers and
supporters.

And there was deep concern as many felt the organisation was abandon-
ing so many needy people in making such a dramatic change in direction
and Elaine spoke of holding sessions with concerned stakeholders for hours
as they talked through why the change was deemed necessary.

This change in The Smith Family’s organisational focus also took place
decades before the importance of education and the focus on STEM (science,
technology, engineering and maths) that pervades our media, job searching
and conversations today was prevalent. At the time of this decision, manu-
facturing was still strong, the economy was travelling well and unemploy-
ment was low. The dramatic structural adjustment in our workforce that
we are currently experiencing, creating demand for an increasingly highly
educated workforce, was still 20 years away. For a charity to put its whole
focus on the importance of education was somewhat radical for the time.

It is interesting to observe the impact that strong leadership and signifi-
cant change have on the culture of an organisation. The organisation is
now very proud of this significant change, and the relevance of its current
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direction. There is a strong desire to continue to innovate and change. There
is an equally strong desire to stay very focused on what actually makes a
difference in the lives of young Australians born into disadvantage and how
to effect change. This desire for impact has led to a more recent set of fun-
damental shifts for the organisation.

A more proactive, early intervention approach in the support of children’s
education to alleviate poverty requires a longer-term view, as a charity, of
your activities, and their impact. The Smith Family’s Learning for Life pro-
gram supports children from their first day of school to their last day of
formal education, be that the end of their TAFE or university degree. In
many cases, this requires a 17-year commitment for each and every student
that is brought onto the Learning for Life program. The charity also rec-
ognised the emerging evidence over the past 20 years of the importance of
the early years in a child’s brain development and long-term educational
achievements and today runs programs for nearly 38,000 children aged 0-5
nationally in Australia’s most disadvantaged communities.

The Learning for Life program has been developed over the last twenty
years to encourage school attendance, reduce social isolation and improve
student’s educational outcomes. The theory of change underpinning the
program sees a combination of financial, emotional and practical supports
through a locally based Learning for Life coordinator working closely with
the family and providing support to the students. The families receive a
small financial scholarship starting at $48 a month in primary school and
increasing as education costs increase through to tertiary studies. They must
spend this on educational items and the students must seek to achieve a
90% attendance rate across each year to remain on scholarship.

Evidence of Impact

Since the organisation’s shift to supporting children’s and young people’s
education, a series of evidence-based programmatic approaches have been
tested across a place-based approach that sees these programs operating
today in 94 communities nationally. These programs are the third facet of
the Learning for Life program and focus on the educational needs of stu-
dents as they transition into primary school, as they develop and move into
more challenging aspects of secondary school and begin to choose their sub-
jects for the last years of school and begin thinking about their career aspi-
rations. The 17-year commitment comes to an end if and when the student
completes up to four years of tertiary studies.

Four years ago the organisation invested substantially in ensuring that
it could measure the impact of its work with the 33,195 students receiv-
ing a Learning for Life scholarship. While having a very clear idea of the
effectiveness of each of its programs, the organisation began a journey of
measuring the longitudinal outcomes for the Learning for Life students,
and setting goals to improve these outcomes over time. These long-term
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outcomes formed the base of the organisation’s new five-year strategy and
focused around:

e improved school attendance, critical to achieving positive educational
outcomes;

e improved advancement from Year 10 to 12, with each year of com-
pleted schooling enabling better outcomes; and

e improved post-school engagement, in work and/or study 12 months
after leaving the Learning for Life program.

The organisation can now show that it is achieving 90.7% attendance
rate for primary school students. While there is no data available nation-
ally on attendance rates for students from different socio-economic back-
grounds, the rate for Aboriginal and Torres Strait Islander students in Years
1 to 10 attending government schools was 83%, versus the higher rate of
86.1% for Aboriginal and Torres Strait Islander students on the Learning
for Life program.

Advancement of students from Year 10 to Year 12 reached 68.2%
in 2015, well above the 60.6% of young people from the lowest socio-
economic backgrounds that have completed Year 12 or equivalent, and a
5% improvement on the years 2012-14.°

The third crucial measure of engagement as a measure of the success of the
organisation’s approach to supporting a student’s education is the propor-
tion of Learning for Life students who successfully transition from school
to further education, training or employment. In 2015, The Smith Fam-
ily students achieved 84.2%. Of the remaining 16 %, four in five were ac-
tively seeking employment and one in six was volunteering. Of that 84.2%,
65.8% were fully engaged. By way of comparison, Lamb et al. (2015) report
that the proportion of Australians aged 24 who are fully engaged in em-
ployment, education or training from Australia’s most disadvantaged back-
grounds is only 58.9%.°

This is The Smith Family’s first set of longitudinal data that measures
both the improvements in its effectiveness over time, and the worthiness of
investing in Australian young people, irrespective of their socio-economic
status. This data gives policy makers, researchers and donors a very clear
picture of the impact of the Learning for Life program.

Rosie Simpson
Former Head of Fundraising
The Smith Family
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11 Innovation Leadership

Mark Dodgson

Introduction

Napoleon said it was the job of the leader to define reality, then give hope.
In the rapidly changing, highly unpredictable world we find ourselves in,
buffeted as we are by ‘wicked problems’ and the powers of technologi-
cal change and globalisation, defining reality in contemporary organisa-
tions can present even more challenging tasks than those confronting the
French Emperor.* Household names in the corporate world go out of busi-
ness almost overnight. A young man in his university dormitory invents a
method for students to communicate with one another and uses it to create
a company that within 10 years is worth more than the Bank of America.
How is it possible to define reality when the world is so turbulent? Who
could possibly have defined a reality where the success of Facebook was
predictable?

The world, furthermore, is extremely complex in the sense of being highly
integrated and interdependent, and where random events can have substan-
tial multiplier effects. That is, the world of the modern organisation is not
only complicated, with many systemic connections, but is complex in that
those connections and influences can be erratic and volatile, and may not
only be unknown, but could also be unknowable. The Fukushima nuclear
disaster, a major event in and of itself, had massive and unforeseen conse-
quences for a number of key industries—autos, LCD flat panel displays,
lithium batteries, food—Dbecause its region was host to a number of critical
suppliers in global supply chains. Because of the intricacy and complexity of
these supply chains, many large multinationals were unaware of their expo-
sure and vulnerability. Defining reality in these circumstances can be daunt-
ing, often requiring organisational leaders to be very bold or very brazen.

The leader then has to give hope to employees and stakeholders. Amongst
all the turbulence and uncertainty, she or he has to develop a persuasive and
reassuring narrative that their organisation knows where it is heading and
how it is going to get there. In these circumstances, there is much to be said

* Wicked problems are so pervasive and complex that any solutions proposed are commonly
conflicting and contradictory. (See H. Rittel and M. Webber. “Dilemmas in a General Theory
of Planning,” Policy Sciences 4 (1973): 155-169.
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for the well-established virtue of KISS, keeping it simple, stupid. Or, in the
more sophisticated interpretation of Sull and Eisenhardt, developing some
simple rules for surviving and thriving in a world full of turmoil and confu-
sion.! Sull and Eisenhardt argue that simple rules are short cut strategies
that focus our attention and simplify the way we process information.? They
allow us to act without having to stop and rethink every decision.’

“Simple rules work, it turns out, because they do three things very
well. First, they confer the flexibility to pursue new opportunities while
maintaining some consistency. Second, they can produce better deci-
sions. When information is limited and time is short, simple rules make
it fast and easy for people, organizations, and governments to make
sound choices. They can even outperform complicated decision-making
approaches in some situations. Finally, simple rules allow members of
a community to synchronize their activities with one another on the fly.
As a result, communities can do things that would be impossible for
their individual members to achieve on their own.”

As someone who has been researching innovation for nearly 40 years,
studying literally thousands of organisations, I am very aware of its dif-
ficulties and surprises. Innovation in many ways is an idiosyncratic process,
differing across sectors and affected by individual organisational purpose,
history, structure, capabilities and culture. Yet, in my experience, there are
some simple principles, or rules, about innovation that broadly apply, and
while their generality may preclude highly specific leadership strategies, they
do provide a high-level guide which can be useful for leaders of not for prof-
its and social enterprises.

Simple Rules for Innovation Leaders
Rule 1: TINA

Innovation is defined by the successful application of new ideas. It is not hav-
ing ideas, which lie within the purview of discovery, creativity and inspira-
tion, but putting those ideas to valuable use. It does not include those many
ideas put into use that don’t get anywhere, wither on the vine, and have no
effect. Innovations successfully improve the performance of organisations
and their ability to meet objectives. In a slightly adapted version of Joseph
Schumpeter’s schema, innovation is found in a wide range of areas, including
new and improved products and services, processes, organisational struc-
tures, paths to market, and business models.* There is, therefore, a wide
range of possible areas in which to innovate. The evidence shows that inno-
vation delivers greater profit and market value, enhanced ability to survive
downturns, and furthermore provides more attractive and exciting places
to work.” When circumstances confronting organisations are uncertain and
unpredictable, innovation importantly provides the capacity to adapt.®
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British Prime Minister, Margaret Thatcher, had a favoured saying that
“there is no alternative,” and the acronym TINA became a well-used apho-
rism. It is highly appropriate to innovation. There is no alternative to in-
novation in most organisations. It is about the preparation, planning and
implementation of novelty and change, without which few organisations
can thrive and survive in a dynamic and evolving world. Without innova-
tion, private sector organisations are put out of business by competitors,
public sector organisations face scrutiny over whether they are making best
use of tax payer’s money, resulting in closure or movement of responsi-
bilities to other portfolios, and NGOs and philanthropic organisations are
superseded by those better at delivering value to supporters, donors and
recipients.

As well as marshalling and accelerating the positive impacts of innova-
tion, leaders also have to be aware of their, perhaps unforeseen, negative
consequences, and attempt to negate them. Chernobyl, Thalidomide, and
mortgage-backed securities were perceived as successful innovations at one
time. These negative consequences may be unforeseeable, but just as organ-
isations are increasingly held to account for their environmental impact,
their leaders need to be conscious of the potential downsides of innovation.
There is no alternative to addressing the social and environmental conse-
quences of innovation.

Rule 2: Build the Innovation DNA

Biographies and autobiographies of great innovation leaders are rarely
insightful and are often worthless hagiographies. All too often little account
is taken of the fortuitous circumstances in which leaders succeed or the con-
tributing efforts of those working with or for the person in question. Lou
Gerstner’s book on his time as the leader of IBM is an exception.” His book’s
title Who Says Elephants Can’t Dance was a rebuke to those who hold that
large bureaucratic organisations can’t be responsive and flexible in the face
of extraordinary challenges.® Gerstner took over IBM at a time when the
New York Times had written the company’s obituary, employment dropped
by 125,000 and its share price plummeted 90 per cent. His approach was to
make IBM more market facing, embrace open standards and collaboration,
and to dramatically shift the company towards the provision of services. He
recognised that the company was very technologically driven—its staff have
won five Nobel Prizes—and that this was distracting attention away from
the customer. Yet he realised that IBM’s distinctive strength was its science
and technology and he wanted to retain that focus, but at the same time
inculcate innovation with a market facing approach that was engrained into
the company’s culture: into its DNA:’

I came to see, in my time at IBM, that culture isn’t just one aspect of
the game—it is the game. In the end, an organization is nothing more
than the collective capacity of its people to create value. Vision, strategy,
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marketing, financial managemeni—can set you on the right path and
can carry you for a while. But no enterprise—whether in business, gov-
ernment, education, health care, or any area of human endeavor—uwill
succeed over the long haul if those elements aren’t part of its DNA.

When innovation is part of an organisation’s DNA it encourages exper-
iment, risk and tolerance of failure. When there is a high degree of un-
certainty, clear and obvious solutions to problems are rarely immediately
evident, so experimentation is important, and as it is often impossible to
predict outcomes, risk taking is inevitable, and as a result some failure is
unavoidable. Innovation leaders accept this and encourage innovation to
become part of the culture and values of the organisation they represent.

Rule 3: Establish Supportive Voices

Although they may not be aware of specific efforts and instances, very lit-
tle innovation occurs within organisations without the sanction of senior
managers. Unless the CEO in particular is wholeheartedly supportive of
the innovation agenda, much action in the area is half-hearted and highly
incremental. In turn this requires the CEO to be supported by her or his
Board of Directors, and the Chair of the Board has an especial role to play
in protecting the CEO from short-term pressures and restrictions on any
form of risk-taking. An actively supportive CEO, who continually extols
the virtues of innovation, similarly gives his or her employees permission to
get excited, to try new things without fear of retribution or recrimination if
they don’t turn out as expected.

In many ways, Thomas Edison might appear to be the innovation leader
from hell. The inventor of the phonograph, electric light bulb, means of en-
ergy generation and distribution, and motion pictures, amongst numerous
other world-changing inventions, demanded extraordinary commitment
from his employees. His chief assistant, Clarence Dally, lost an arm and
most of a hand during experiments with fluoroscopy during which Edison
nearly lost his own eyesight. Nicola Tesla, one of Edison’s most eminent
employees (with whom he had a major falling out,) complained that in his
first two weeks of work he only managed 48 hours sleep. Edison’s work
practices would challenge current workplace health and safety standards.
Staff caught sleeping were exposed to the ‘corpse reviver’—a terrifying noise
beside the ear, or the ‘resurrector of the dead>—which set them alight using
a small explosive device. Yet Edison inspired great loyalty. One of his assis-
tants said there was: “a little community of kindred spirits . . . enthusiastic
about their work, expectant of great results, for whom work and play were
indistinguishable.” Edison provided the best equipment and made work in-
teresting. He recognised the real value of his employees: “From his neck
down a man is worth a couple of dollars a day, from his neck up he is worth
anything his brain can produce,” and liberated them from burdensome
bureaucracy: “Hell, there are no rules here—we’re trying to accomplish
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something.”!® Edison gave his employees permission to get excited, and they
rewarded him with their extraordinary efforts.

A very effective leader of a major science organisation once explained to
me that his overarching preoccupation was C*: communication, commu-
nication, communication. The ability to articulate a clear and memorable
message is one of the lessons of Sull and Eisenhardt’s simple rules. The au-
thors use the example of Professor Michael Pollan from the University of
California, who summarises his years of research into diet and nutrition,
which we all know can be highly confusing and contradictory, in this simple
way: eat food, not too much, mainly plants. By ‘food’ he means proper
food, recognisable by your grandmother, not processed rubbish. The inno-
vation leader provides simple, consistent, memorable messages.

Rule 4: Negate the Antibodies

In their classic book from the 1960s, The Management of Innovation, Burns
and Stalker distinguished between mechanistic and organic organisations.!!
The former are appropriate to stable, predictable circumstances, and are
typified by high degrees of specialisation and organisation silos, the latter
to those that are evolving and uncertain and are typified by decentralisation
and cross-functional teams. There has therefore been long appreciation of
the dangers of imposing too much formality and structure on organisations
working in creative and fluid environments, and of having too little disci-
pline and procedure in those that are ordered and predictable. Yet, despite,
the obviousness of the need not to stifle innovation many organisations
seem unable to resist the temptation to rely on mechanistic as opposed to
organic approaches even when circumstances demand the latter.

Permission to get excited may be granted by an organisation’s lead-
ers, and may be enthusiastically embraced by many employees, especially
those that are younger and more adventurous, but organisations develop
strong innovation antibodies that destroy novelty. Reliance on rigid rou-
tines and procedures are an especial feature in large, complex organisa-
tions where bureaucracies develop that combat precedents. The emphasis
is on centralisation of authority and compliance with policies and rules,
and prescribed routines and procedures, reflecting a distinctive lack of
trust in employees and fear of instability brought about by difference and
diversity. Such process-driven organisations are anathema to innovation
and creativity.

The innovation antibodies are often evident in middle layers of manage-
ment, protective of their turf and whose responsibilities and incentives are
directed towards delivery of highly defined operational objectives that leave
no room for innovation. Antidotes to these innovation antibodies include
regular affirmation of the importance of innovation by senior managers,
and the balancing of incentives away from the immediate with weighting
given to longer-term results. To protect innovation and initiative some or-
ganisations establish semi-sanctioned, separate organisations known as
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Shunkworks where workers are liberated from everyday organisational
constraints.

Innovation leaders recognise that innovative workers are often motivated
by intrinsic rather than instrumental rewards—that is, by, for example,
freedom to operate and peer recognition rather than remuneration—and
whereas they might be perceived as being driven, stubborn and unrespon-
sive to management fiat, in some circumstances these can be virtues. The
analogy lies in the way the oyster can’t make a pearl without a piece of grit:
organisations that promote similarity and compliance are rarely capable of
doing things out of the ordinary. Effective innovation leaders accept these
characteristics of innovators and provide them focus and direction, building
synergies between individual and organisational objectives.

Rule 5: Find the Balance

Innovation is a terribly imprecise word. On the one hand it refers to small,
incremental changes: doing what you already do a little bit better. On the
other it can mean massive, disruptive changes with profound consequences.
Few organisations are capable of instigating transformational innovation,
but the radical changes they bring about affect virtually all of them. The
implication is that organisations need to engage with innovation in all its
amplitude.

Jack Welch, the ex-CEO of GE once said that anyone can manage for the
short term and anyone can manage for the long term, but the real challenge
is to manage both at the same time. The balance innovation leaders seek
can be seen in portfolios of innovation investments, decisions on what to
do in-house, buy or partner in producing, and in choices of organisational
structures. A portfolio approach recognises that the majority of innovation
is incremental, for example in improving an existing product and expand-
ing its market. At the other extreme would be a much smaller proportion of
the portfolio that focuses on radical and transformational innovation. Such
investments are made by the small number of organisations actually seeking
to develop such innovations and by a larger number that take a position in
order to keep an eye on potential future disruption and to possess the option
to quickly respond to them should they choose to do so. In the middle of the
portfolio are those innovations with medium scaled ambitions that move
organisations into different, but related areas. The actual balance depends
on strategic decisions on whether to be an innovation leader or follower,
but few organisations can sustainably progress without investments across
the portfolio.

In pursuance of their purpose, organisations have choices in whether to
rely on buying in goods and services, doing things themselves, or partner-
ing with others in collaborations and networks. Their decisions are influ-
enced by factors ranging from concerns to reduce the costs of transactions
to the building of core capabilities that give them distinctive advantages.



Innovation Leadership 231

The balance in their choices influences their capacity to innovate. So buying
rather than making, and indeed over-reliance on external partnerships, can
reduce internal innovative skills and abilities.

Established practice is for organisations to try to move from loose (i.e.
organic) structures and practices at early stages of innovation, when there
are many unknowns and ideas are still experimental, to tight (i.e. mechanis-
tic) when the configuration of innovations are established. The challenges
for innovation leaders are to ensure that each form of organisation is not
used in the wrong circumstances, preventing, for example, the incipient bu-
reaucratisation discussed above, and to manage the balance between the
two in the same organisation, requiring different incentives and reporting
relationships. The challenge, in the modern parlance, is to be organisation-
ally ambidextrous: to simultaneously reward playful adventurousness and
cautious discipline.

Rule 6: Celebrate Successes

It is a sad indictment of the time poverty and busyness of modern work that
successes often don’t get the celebration they deserve. Innovation involves
organisational and personal risk and its success should be recognised and
appreciated commensurately. The organisational task is to clarify what
success looks like. Innovation is a quintessentially collaborative activity
involving people with different skills from different parts of the organisa-
tion. Innovation is furthermore cumulative over time, with advances built
on past achievements. Attributing success to particular parts or groups can
fail to properly appreciate the contributions of others. Success can be mea-
sured quantitatively and comparatively simply, for example using financial
metrics, but conventional measures such as return on investment and dis-
counted cash flow are highly imperfect and incomplete indicators of innova-
tion achievements. Other measures may involve more qualitative complex
assessments of how they have enhanced organisational capability, improved
employee motivation, and improved the organisation’s ability to respond to
future challenges.

The celebration of success has to appreciate that returns to innovation
are highly skewed. A small proportion of the population of innovations are
responsible for the majority of the positive outcomes. Virtually impossible
to predict ex ante which the most successful will be, the issue is how to
balance rewards for all those contributing to the pool from which the most
beneficial emerge.

Conclusions

Tolstoy, in War and Peace, observed “there is no greatness where there is
not simplicity.” There is no irony of seeking simplicity in the face of com-
plexity. Innovation leadership is a difficult and challenging role, because
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innovation itself is beset with uncertainty and complexity. There are no
manuals or blueprints for success (although there are legions of consultants
prepared to sell you one). In the face of turbulent and unpredictable circum-
stances, detailed prescriptive strategies and plans are unlikely to be of great
value. As the old military saying goes, no battle plan survives first contact
with the enemy, or put more prosaically by the boxer Mike Tyson “everyone
has a plan until they’re punched in the mouth.” An alternative approach to
innovation leadership is the adoption and use of a number of simple rules to
help guide behaviours and decisions. As Sull and Eisenhardt argue, simple
rules work best when flexibility matters more than consistency, and innova-
tion is an area where change is more important than stability.'? The simple
rules outlined here: TINA, build the innovation DNA, establish supportive
voices, negate the antibodies, find the balance, and celebrate successes, pro-
vide a high-level guide to many of the issues to be confronted by innovation
leaders.

As with all progress in life, it must be said, the possession of ‘rules’, and
knowledge, insight and wisdom, only gets you so far. When asked about
the virtue he appreciated most in his Generals, Napoleon answered “luck.”
There are many who claim that you make your own luck, but perhaps the
best insight in this regard comes from Horace Walpole and his tale of the
Princes of Serendip. The Princes set off on their adventures seeking particu-
lar riches, which they failed to find, but they found many other treasures,
simply because they were looking. The effect of simple rules may lie not
with their specific nature, but result from their very existence. Serendipity is
a benefit of curiosity, and a common contributor to innovation, and reflects
Pasteur’s wise dictum that fortune favours the prepared mind.
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Leadership in Practice: YGAP

Introduction

The desire to help others and make a difference is perennial but each genera-
tion approaches the goal in its own way. This is certainly true for YGAP, a
highly innovative Not for Profit which believes that a world without poverty
is possible; a world where everyone receives a quality education, can earn a
fair wage and live in a good home, free from violence and preventable disease.
The foundation of YGAP’s whole approach is entrepreneurialism. Rather
than using traditional aid models, they operate in many countries through-
out the world by finding and supporting local ‘impact entrepreneurs’ who
are changing lives in some of the world’s toughest communities. They believe
local leaders have the solution to local problems. They express it this way:

“Rather than imposing our perceived solutions on a foreign community,
we support local leaders who live there and have developed their own.
We believe that the best solutions are entrepreneurial, so we focus on
early stage ventures that exist to improve access to education or health-
care, create jobs or build safer homes. We believe this is the most effec-
tive, sustainable means of tackling poverty because these local leaders
understand the unique challenges of their communities. Our role is sim-
ply to belp refine and scale their solutions.”

The organisation has achieved remarkable success. Since their founda-
tion in 2008, YGAP has significantly and measurably impacted the lives of
139,529 people living in poverty, and aims to back 1,000 entrepreneurs and
impact one million lives by 2018.

The local leaders are supported in their home countries, through a profes-
sional ‘Accelerator’ development program tailored to their needs. It now
follows what has been devised as an Impact Model which has four basic
ingredients for the support of the local Impact Entrepreneurs:

e Find: National searches are conducted in each of the countries where
YGAP works for local entrepreneurs with start up ventures that exist
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to change the lives of people living in poverty. Hundreds apply for each
intake and the top 15 are selected.

o Accelerate: The selected start up entrepreneurs go through an intense
entrepreneurship accelerator where they access a training curriculum
devised by YGAP and rapidly improve their ideas to make them more
scalable, sustainable and able to quickly impact hundreds of people in
their communities

e Support: After the accelerator, they are provided with twelve months of
support in the form of free lawyers, website and graphic designers, men-
tors, business advisors and small injections of $500 to help overcome
barriers or test ideas.

o Grow: The entrepreneurs that build the most exciting, scalable, and
sustainable ventures through the support phase move into the growth
phase where they access rounds of $25,000 grants and investments as
well as specific growth advice and support.

Fundraising—a Feast of Merit

The organisation’ own operation, including fund raising, is also based
on entrepreneurialism. Not for them the often heavy reliance of chari-
ties on conventional grants and donations. They are a true social enter-
prise owning and running profitable social ventures and fundraising
campaigns.

Nowhere is this more evident than in their very successful flagship venture
‘Feast of Merit’, a lively restaurant in Melbourne, where both the enthusi-
asm of the staff and the food are bubbling. All profits go directly towards
the impact work across Africa, Asia, and Australia. This is also where the
leadership team meet regularly for breakfast. YGAP, as a profit- driven so-
cial enterprise, was designed to be replicated in any industry or organisation
by anyone with a vision for social good.

The choice of the name for the restaurant is a lesson in itself. Feast of
Merit stems from a community festival in Nagaland of North Eastern India.
This celebration occurs when a person acquires a position of wealth and
can choose to invite the whole community including the underprivileged to
share the wealth. The ceremony is a celebration of humanity, a distribution
of wealth and the empowerment of community. Within the Feast of Merit
journey YGAP has continued to celebrate the Naga’s culture, sense connec-
tion to land and language, as well as its rich history and tradition. Feast of
Merit has become a hub for local community members to gather, feast, and
experience the energy of YGAP.

Other innovative and fundraising YGAP approaches include ‘5 cents’, a
program which asks every Australian to collect small change to drive big
change and ensure every child can receive a quality education and an equal
start in life. When the idea came from one of their volunteers, there were
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calculated to be $150 million worth of five-cent coins in Australia. Another
recent idea is ‘Polished Man’, a program which challenges men to paint one
nail to help end violence against children.

YGAP also hosts many events as part of its fundraising. Their function
space is open to all kinds of events with profits going towards helping proj-
ects. YGAP also hosts impressive events such as the annual Sydney and Mel-
bourne vision dinners and the 2013 Bhalobashi (meaning ‘love’ in Bengali)
Ball which celebrated five years of YGAP fundraising and raised a $75,000
profit on the night.

Leadership, Communication, and Engagement

Whilst there were a number of co-founders of YGAP, the spotlight invari-
ably falls on Elliot Costello, who is often compared with his father Tim
Costello—until recently the CEO of World Vision and a doyen of the Not
for Profit movement in Australia. The comparison is interesting because
Elliot has tended to eschew many of the traditional approaches adopted
by international charities such as World Vision as he reaches out to a new,
young audience who think and communicate in different ways. He explains
that the current younger generation may have little in the way of money to
donate but they are very willing to give of their time. They are also keen
to suggest innovative ways to achieve the organisation’s mission. However,
to attract and retain young volunteers it is vital to use their language and
tap into their ideals and their desire to contribute. Conventional methods
and approaches of the Not for Profit sector are often irrelevant to this
generation.

Indeed YGAP has a communications approach which is fine-tuned to the
receptiveness of the younger generation. Its success has been attributed to a
number of factors:

e Communication between YGAP and its supporters has always been
through a fun, laidback and informal approach.

e YGAP was founded in 2008 with a young team and has since gained
a huge number of young supporters. To ensure this audience continues
this support, YGAP communicates with clear and succinct messages on
what YGAP are doing, how they are achieving their aims and how sup-
porters are helping YGAP achieve these goals.

e The issues that YGAP are tackling are disheartening topics; therefore
it is important to maintain upbeat communications on how successful
supporters have been in having an impact on lives as opposed to contin-
uously distressing messages on the lives of impoverished communities.

e The communication used during the five-cent and Polished Man cam-
paigns is designed to be very informative and clear about how getting
involved will directly help YGAP support impact entrepreneurs around
the world. YGAP feel it is important to have exciting and entertaining
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communication during these campaigns to ensure a younger generation
want to get involved.

Elliot Costello himself is cast as a social entrepreneur with a long held
social conscience and a penchant for taking risks. He explains that YGAP
came about by accident when he and a group of 12 socially minded friends
wanted to combine their two loves of travel and volunteering, but faced the
obstacle of exorbitant fees associated with most international volunteer pro-
grams which helped create change in developing countries. So they decided
to cut out the middleman and fundraised within their own communities
before packing their bags and flying to Africa to help build classrooms for
schools in need. After realising that there was an appetite for these projects
Elliott left his job as an accountant to start YGAP. The founders of YGAP
realised that by partnering directly with NGOs whose work directly affects
people in developing countries this would cut out the intermediary and as-
sociated fees. More importantly YGAP knew it was important that local
leaders could serve their local communities and have solutions to their own
problems.

As a leader he has always placed great stress on the fact that their results
must be measurable and authentic, and this evidence-based approach has
no doubt been a major contributing factor to the very long list of partner-
ships which YGAP has formed with corporates, community groups, and
individuals. Partnerships have become a key element of the organisation’s
resourcing and activity. Elliot believes that every business should be socially
minded and he prides YGAP in making philanthropy accessible to everyone.
He points out that simply by choosing to dine at their restaurant or support
their campaigns people are changing the lives of people living in poverty.
Also people want to be able to make ethical decisions and it is YGAP’s job
to make that decision-making process an easy one.

It is clear that Elliot is a consultative and open leader who inspires his
team by his own example of dedication and energy. He has revealed that he
starts every day with ‘morning pages’, when he writes three pages that help
him to set some clear intentions for the day ahead. This is often followed by
team breakfasts at ‘Feast of Merit’ and then consultations with more mem-
bers of the team at headquarters in Richmond, Melbourne. He considers it
vital to touch base regularly as a group to ensure all projects are on track
and to ensure that all team members are supporting one another.

The Appeal of YGAP

YGAP appeals to a young, innovative audience due to its unique impact
model. Many young people have become angry and disheartened in recent
years at the lack of impact of the big charitiessNGOs and the lack of real
change and prosperity within the developing countries in which they work.
The YGAP model takes a unique bottom-up approach and by fostering
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impact entrepreneurs who have local solutions to local problems, tangible
change can be seen in local communities. This clear and encouraging prog-
ress is a huge attraction for those wishing to drive true change.

Another attraction for young people is the speed at which YGAP is grow-
ing; having impacted 155,379 lives is immensely impressive. Also a passion-
ate and dedicated team who are all united on the best approach to poverty
alleviation is a big attraction for young people.

YGAP has an impressive young volunteer team because it is a pioneering
organisation and young people want to show their support and become part
of an incredibly growing movement. People want to feel they are part of a
movement of change and while not everyone is able to contribute finan-
cially, YGAP allows everyone to feel part of a solution through volunteering
or creating awareness.

YGAP appeals to potential partners who are attracted by the vision of
empowering communities disadvantaged by poverty, enabling them to be-
come self-sustainable. There is now a very long list of partners and donors
including individuals, Trusts and Foundations, Non-Profit Partners, YGAP
Board members, and Corporates encompassing some of Australia’s largest
organisations across the whole spectrum of commerce and industry.

The YGAP experience dispels many negative perceptions about the mo-
tivations and interests of younger generations. It also demonstrates that a
social enterprise approach harnessing entrepreneurialism with a social con-
science has immense potential for the engagement of future generations,
given the right leadership.

Kenneth Wiltshire



12 Strategy, Leadership and
Team Building

Karina Collins

Introduction

The roles of strategy and leadership are ever evolving, especially in
today’s fast moving and somewhat ambiguous digital world where certain
approaches that have proven somewhat successful for decades are, in many
cases, fast becoming obsolete.

Adding more complexity for non-profit organisations are the increasing
demands to deliver on a complex organisational purpose whilst most likely
suffering from considerable resourcing constraints.

So what does this mean for our leaders in non-profit organisations, both
in terms of leadership and strategy? How must we adapt and transform to
shift our prior style, approaches and practices into a new gear to deliver on
these expectations?

The non-profit sector has been slower than its corporate counterpart
to embrace the custom and practice of strategy and performance manage-
ment. Whereas in the corporate sector the outcomes sought by strategy
are generally increased market share, growth and shareholder return, for
non-profit organisations the outcomes sought are individual and social.
This in turn has tended to result in non-profits taking a more internal and
reactionary approach (to deal with a specific issue or challenge) to strate-
gic planning.

As non-profit organisations continue to face (among other things) on-
going crowding for donor dollars, technological advancements, member
divergence, political and economic uncertainty and ongoing structural
change to business models, traditional approaches must be challenged.
Strategy has to shift from being a ‘2 day workshop with Leadership and
Board’, to being a well-considered, well informed, well planned and
able-to-be-executed activity that is embedded into the day to day DNA
of the organisation. This means we need to transition from a reactionary
model of scrambling to develop a document that will ‘sit on the shelf and
gather dust’ (until next year’s retreat) to an analytical, evidence-based pro-
cess that results in hard choices being made to compete differently within
our chosen market(s).
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Whilst seasoned leaders might argue that the contemporary challenges
of today are new iterations of an already-experienced theme, there would
arguably be wide consensus that the pace of change (and hence the need to
rapidly respond) is new. Leaders are challenged like never before to ensure
that they have the right blend of skills and approach to be successful in
what they do. No longer can a leader stand solely on their technical skills
or market connections—leaders need to complement these strong founda-
tions with a wealth of accompanying strategic, social and interpersonal
skills that allow them to rapidly assess and adapt to an ever changing
environment.

So in practical terms, what needs to change?

For the past two decades I have worked with hundreds of public, pri-
vate and non-profit organisations in the areas of strategy and leadership.
I have seen a definite shift from having to ‘convince’ organisations (from
any sector) about the need for well-considered and deliberate interven-
tions in the areas of strategy and leadership to instead being sought out
to ‘educate and inform’ organisations and leaders on how to improve
and embed contemporary leadership skills and strategy practices into
their organisations. In my experience, the priority areas to focus on are
ensuring effective:

Leadership

Team Dynamics
Strategic planning, and
Implementation

Pwbdbe

The four priority areas are self-reinforcing. For example, in the absence of
strong, committed and trusted ‘leadership’, it is near impossible to achieve
an effective and functional ‘team dynamic’. If the ‘team dynamic’ is dysfunc-
tional, ‘strategic planning’ will be suboptimal, and so on.

Appreciating the self-reinforcing nature of each priority area is criti-
cal. Many times an organisation will want to jump straight to strategic
planning—and will neglect to appreciate that in the absence of strong lead-
ership and teams, strategic planning could be (depending on the unique cir-
cumstances) ineffective given the lack of alignment and probable inability to
drive engagement towards execution.

Leadership

What is an ideal leadership profile for non-profit organisations? What are
the behaviours you need to demonstrate every day to sustain an exceptional
workforce that is absolutely, 100%, committed to you?
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The ultimate role of a leader is to effect sustainable and positive
change—whether that be in response to a defensive (responding to a
threat) or offensive (taking advantage of an opportunity) strategy. I have
used for a number of years the “TRUE’ Leadership Profile for non-profit
organisations:

e (T): Be Transparent to stakeholders about the organisation and its
operations
(R): Be Responsive to new challenges and ideas
e (U): Embed Unique and critical thinking

o (E): Deliver outcomes through Execution

To consider and challenge your current leadership style against the TRUE
model, ask yourself ‘how do I demonstrate (or not) this trait or capability
now?’ and consider:

e Is there anything that you should stop doing?
Is there a gap that highlights something you should start doing?

e Is there a gap that highlights things you currently do that you should do
more of?

e What strengths have you reinforced as the things you should keep
doing?

Table 12.1 “TRUE’ Leadership Profile

Leadership Style Description

1.T: Transparent Engage in the open book philosophy of leadership—make
available enough information and data to your employees
so that they understand and can take ownership of the
operations and how their action (or inactions) contribute to
the overall performance of the business.

2.R: Responsive Demonstrate initiative—be responsive to challenges and
actively work to establish new, innovative solutions. Earn
respect as someone that ‘gets things done’, ‘anticipates
opportunities’, and ‘embraces change’.

3.U: Unique Provide unique insight that influences strategic choices
to shape a clear vision, purpose, and strategy for the
organisation. Embed critical thinking as an organisation
capability—enabled through ongoing analytical processes
and practices considering internal and external data.

4.E: Execution Have a clear plan for execution. Translate goals and
strategies into actions (activities or projects) with
measurable timelines, allocated resources, and associated
success measures, accountabilities, funding strategies and
monitoring arrangements.
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Team Dynamic

What are the unique challenges for teams in non-profit organisations? How
can we improve the performance of our teams—from the Board and Leader-
ship, through to external stakeholders and staff?

The Role of the Board

Clients often ask me ‘who should be responsible for the development and
execution of our strategy?’ or ‘who should be held accountable for the exe-
cution of our strategy and how?’

Ultimately, the Board is responsible for the organisation, and with that
the effectiveness of its strategic planning processes, with Leadership and
Management accountable for execution and monitoring.

Whilst not unique to non-profit organisations, the following constraints
are often more prevalent:

A tendency for the Board to become too involved in operations;
The need to professionalise organisation structures, roles and opera-
tions; and

o A lack of formal governance arrangements and performance reporting.

For non-profit organisations, it is often a challenge to define the role of
the Board. Leaders need to identify and apply a framework to how the role
of the Board (areas of responsibility), works with and through that of the
CEO as noted in Figure 12.1 below.

Compliance Roles Performance Roles

External

Role Provide Accountability Strategy Formulation

Approve and work with

and through the CEO
Monitoring and . .
Ternel ne Policy Making
Supervising
Past and Present Focus Future Focus

Figure 12.1 The Role of the Board.!
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How do leaders go beyond understanding the role of the Board and ef-
fect change to improve the way in which the Board and Leadership work
together? Often this can be a sensitive and complex area. A good starting
point is being able to clarify the current arrangements in order to identify
what is working, and where improvement is required.

Table 12.2 provides a framework for thinking about and analysing the
style of your Board in relation to strategy and execution. An effective Board
will be engaged within the parameters of its role.

To consider and challenge your current Board arrangements against the
framework, ask yourself ‘how does our Board participate in these areas of
strategy and execution?’ and consider:

Is there anything that the Board should stop doing?

e Is there a gap that highlights something the Board should start doing?
Is there a gap that highlights things the Board currently does that it
should do more of?

e What strengths have you reinforced as the things the Board should keep
doing?

Teams

Most often team outcomes are impacted by team dynamics.

For leadership and for strategy this means leaders must ensure they have
effective, well-functioning teams in order to ensure ‘readiness’ to embark on
strategy. A poor team dynamic will almost certainly have a negative impact
on the organisation’s ability to formulate and execute its strategy.

I have seen organisations achieve exceptional outcomes when teams have
a positive team dynamic. Conversely, I have also seen situations where a
poor team dynamic has resulted in a vicious cycle of mistrust, and ultimately
such teams are driven by self-ego and personal agendas.

Figure 12.2 illustrates the cause and effect of dysfunctional team dynam-
ics upon team outcomes, and how a robust tool can analyse team dynamics
and develop targeted strategies to improve team performance.

Well-planned and carefully considered conversations and focus groups
(facilitated by an independent third party) promote open and honest discus-
sion of team dynamic amongst key stakeholders. Ideally, teams will identify
behaviours that are causing dysfunction, and agree to a set of principles to
transition to, to sustain a functional team. A Team Charter is an effective
tool that will capture the decisions made, and symbolise the commitments
made by the team to itself and each other.
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No
results Status and Ego
focus
Avoid Accountability Low Standards
Dysfunctional Impact on
Behaviours Team
Lack of Commitment Ambiguity
Fear of Conflict Artificial Harmony
Absence of Trust Status and Ego

Identify
dysfunctional
behaviours
and commit to

change

Team Focus
Results
Accountability High Standards
Functional Impact on
Behaviours Team
Commitment Clarity of Purpose
Productive Conflict Open Interaction
Trust one another Vulnerability

Figure 12.2 The Five Dysfunctions of a Team.’

Strategy Planning

“Strategy is the creation of a unique and valuable position, involving a differ-
ent set of activities”—Michael Porter.

I have helped hundreds of organisations plan for, and execute on their strate-
gies. I have seen organisations both over-complicate, as well as ‘play down’,
strategy (usually through a fear of failure due in part to a lack of knowledge
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over process). I am convinced that just as leadership and teams (and the
various dimensions thereof) are critical to the successful development and
execution of strategy, so too is:

e The need to understand what strategy is, and be able to differentiate
strategic planning from operational excellence;

e The need to inform the strategic planning process with data and in-
sights; and

e The need for a well thought out, practical and achievable process for
how the activity of strategic planning is to be orchestrated throughout
the organisation.

Strategy versus Operational Excellence

Michael Porter notes the following as the five essentials of strategy:*

A unique value proposition compared to other organisations

A different, tailored value chain

Clear trade-offs, and choosing what not to do

Activities that fit together and reinforce each other

Strategic continuity with continual improvement in realising the strategy

P e

Central to Porter’s theories on strategy is the difference between ‘opera-
tional effectiveness’ and ‘strategic positioning’ (Figure 12.3). Organisations
that fail to create a unique value proposition through clear choices and
trade-offs will inevitably get ‘stuck’ in operational effectiveness—essentially
mirroring their competitors to do the same things better. Operational ef-
fectiveness alone can often become a race to the bottom as organisations
compete on best practices and simply doing the same things better.

Operational
Effectiveness

Strategic
Positioning

Assimilating, attaining, and Creating a unique value
expecting, best practices proposition

¥ ¥

Doing things differently to

Doing things 2
better and better deliver valrl;s :I:mpared to
Validating and . .
g Making Choices
Executing

Figure 12.3 Operational Effectiveness versus Strategic Positioning.’
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Many organisations can get caught in a cycle of strategic plans that only ever
capture operational effectiveness tasks. Whilst from a performance perspective
they may continue to meet their improvement goals (of attaining or shifting fur-
ther towards best practice), from a markets and growth perspective they fail to
establish, grow or sustain a competitive position. Leaders stuck in this cycle need
to make hard choices and shift their organisations from ‘comfort and process’,
to ‘risk, uncertainty and critical thinking’ for longer-term gain and sustainability.

Data Analytics

“What underlies the malaise of so many large and successful organisations
worldwide is that their theory of the business no longer works”- Peter Drucker

It is critical prior to embarking on any strategic planning exercise that you
have deep and informed insight of the business model, and that you under-
stand the entirety of the organisation to help inform evidence based, strate-
gic and operational thinking.

A survey into the strategic planning practices of non-profit organisations
found that 39% of high performance non-profit organisations were highly
successful at developing data-driven strategies.® With the continued emer-
gence of data analytics tools and capability, this number should be expected
to have increased considerably.

Data is everywhere—but how do we think about it in terms of its useful-
ness? A simple way to think about and characterise data sets and their utility
is to consider:

e Volume—the quantity of data available
e Veracity—the accuracy of the data being received or generated
o Velocity—the pace of creation of the data or data set

For data to be useful, it needs to be collected, aggregated, cleaned and
analysed. The power of data is in the statistical story it can tell us—the abil-
ity to show causality in scenarios that test strategic options. The real value
is then in the people asking the questions—and shifting the thinking from
the boundaries of today’s business model.

To create sustainable value from data, organisations must transition from
‘looking in the rear view mirror’ (what happened?) to using insight (why did
it happen?) to inform clear strategic choices (what should I do?).

Figure 12.4 is an example I use of extending information to insight, decision
and action in the context of customer analytics. It demonstrates the transi-
tion from descriptive analytics to diagnostic, predictive, prescriptive and pre-
emptive analytics.

Before embarking on your strategic planning exercise consider your data sets
and their utility in your planning exercise. In practical terms—where does your
organisation sit on the continuum of information, insight, decision and action?
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Information

Insight

Decision

Action

/4 w 7 w /4 W /4 W /4 w
| ‘What I ‘Why did it | What will | What [ What can I
happened? happen? happen? should I do? do more of?
Which
‘What Why did I lose customers are
customers have those most likely to ‘Which ‘What can I
I lost? customers? leave if I don’t customers offer before the
contact them? should I be customer even
What was the Why has the targeting to realises the
attrition rate in attrition rate ‘Who will stay retain? need?
the last month? increased? if I contact
them?
Descriptive Diagnostic Predictive Prescriptive Pre-emptive
Analytics Analytics Analytics Analytics Analytics

Figure 12.4 Data Analysis and Analytics.

Consider the example above in the scenario of a strategic planning
workshop:

e Prior to the workshop, participants are provided the ‘information and
insights’ along with some options for ‘decision’ and ‘action’.

e In the workshop, informed participants will discuss and debate the op-
tions and agree on how to move forward.

e This is the power of data—shifting from assumptions to evidence-based
decision-making.

Strategic Planning Process

Strategic planning typically has multiple stages, which come together to
form an end-to-end process which usually starts with strategic review and
analysis, and results in assessment of performance against the stated plan,
with a continuing characteristic of review and redesign to ensure the plan
stays flexible, agile and relevant. Figure 12.5 shows this process.
Organisations can get ‘stuck’ in review and planning without ever ad-
dressing strategy development. These organisations are in the cycle of ‘oper-
ational effectiveness’, and are yet to transition to consider ‘strategic options’
and clear strategic choices. Intervention is required to ensure the end result
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Figure 12.5 Strategic Planning Process

is not a plan that merely mirrors the business of today (reading more like a
business plan of how to do the same things more efficiently).

The above mentioned survey conducted by the Association for Strategic
Planning also found that larger organisations are more likely to invest time
and resources on review activities that include external data gathering and
analysis to inform strategic choices, whereas smaller organisations are more
likely to turn to internal brainstorming and vision/mission discussions.” This
is an interesting observation in the context of the strategic planning process
and probable constraints of organisation capability (understanding contem-
porary analysis approaches) and capacity (having the resource and skills to
conduct) within smaller organisations.

Following are a range of useful tools and methods for the review, develop-
ment and planning stages.

Strategic Review Tools and Methods

There are a multitude of tools that can be used to ensure the robustness of
the process. Some critical ones in the strategic review stage are the SWOT
(Strengths, Weaknesses, Opportunities and Threats) and the VRIA (Valu-
able, Rare, Imitable, and Actionable).
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SWOT Analysis

In strategy or business planning, the SWOT analysis can be used to assess
factors internal or external to the team/organisation, and ensure that these
are accounted for in the development of any plan. Whilst strengths and
weaknesses are internal to the organisation, opportunities and threats are
external.

To make sure that all relevant factors are considered in the SWOT anal-
ysis, you may choose to call upon different models to guide your think-
ing. Some of the more prominent options used to prompt thinking are the
PESTLE model (Political, Economic, Social, Technological, Legal, Environ-
mental), the SEEDTIP model (Social, Economic, Ecological, Demographic,
Technological, International, Political) and the PROFIT model (Physical,
Reputational, Organisational, Financial, Intellectual, Technological).

And finally—make sure you ask ‘why?’ and ‘what is the action?’ for any
items captured in your SWOT. This step translates the data collected into
strategic choices.

VRIA Analysis

The VRIA stands for Valuable, Rare, Imitability, and Actionable and is
a measure of the relative strength of the capabilities and resources of the
organisation in its ability to generate a real competitive advantage. You may
also see this model referred to as the VRIO (Valuable, Rare, Imitability, and
Organisation).

Real competitive advantage arises where an organisation is able to gener-
ate above normal profits using its specific capabilities and resources because
they have an element of rarity or value that is difficult for a competing firm
to duplicate quickly.

The matrix below (Figure 12.6) shows how capabilities and resources
can be assessed using this model. Where any resource of the organisation

. . Is it har \ Lo
Is it Valuable? Is it Rare? \Illtli]tliltd"m Can we Action it? Result
ate?

Competitive
Disadvantage

Competitive
Neutrality
Short Term
Disadvantage
Unused
Advantage

Long Term
Advantage

Figure 12.6 VRIA assessment for competitive advantage in the marketplace you
operate in.?
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satisfies all conditions in the matrix, it represents a chance for true competi-
tive advantage in a market:

Strategy Development Tools

Three Horizons of Growth

Originally developed by well-known management consultants Mehrdad
Baghai, Stephen Coley and David White, the Three Horizons of Growth
model (Figure 12.7) describes the need for any organisation to be continu-
ously operating in and thinking about not only the business model of today,
but also creating the business models of both the short and longer term
futures of the organisation.

The underlying premise of the model in strategy is that operating in your
core business is as important as devoting time and investment to uncover-
ing future opportunities and making decisions to explore the best of these.
Information and insight gleaned via internal and external review and data
analysis will help to shape and inform your thinking about core and future
business models.

Strategists and business planners will often refer to each of the horizons
as follows:

e Horizon 1: Extending and defending your core business and current
market position

e Horizon 2: Actively building the business of tomorrow (emerging
business)

e Horizon 3: Designing viable options for the longer term and ‘placing
bets’ on which options should be pursued further

High Current Paradigm ‘ Reform, Innovation & Change New Paradigm
‘Asis’ - Transition - “To Be’
Horizon 1 MNCE beyonil/m’morrow h
Extend and defend J
corebusiness et e e
//.-\""-\
MNCE of tom;jr‘rew
,

Horizon 3
Bui!gj_emei’ging businesses

Strategic Fit - degree of strategic fit
with the external environment

Horizon 3

Create and implement viable options -
- MNCE of today

Low

Figure 12.7 Three Horizons of Growth.’
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Stating Your Value Proposition

Any model that seeks to capture your strategy in a simple way will require
you to understand and be able to clearly explain your value proposition.

When stating your value proposition, it is critical to voice this in a manner
that is relevant and completely accessible to your clients and contacts. You
should avoid using jargon or technical terms and instead focus on under-
standing the job that a client requires to be completed.

Figure 12.8 demonstrates the link between the needs of your client and
the products and services that you offer.

You must identify either the current ‘pain points’ or ‘gains’ that a pro-
spective client may be looking to address and focus on how your products
or services can provide the solution that is required.

As a simple example, the carer of a young man with an acquired brain
injury may be seeking to access services for daily support under his NDIS
plan. However, in their mind, the job that they require completed could be
voiced as:

e Ensuring that my son is in safe hands
e Giving my son some independence to make him feel better
e Someone to help my son go shopping to the supermarket

Whereas, a mental health and disability support professional may de-
scribe the same service as ‘daily living support meeting the requirements of
your NDIS plan and offering sustainable independence solutions’

Developing and communicating a value proposition in this example re-
quires the provider to identify the real problem at the heart of the client’s
thinking and to simply and clearly show the value they can provide in solv-
ing this core challenge.

Gain Creators

~

Products & Customer
Services Job(s)

o -

Pain Relievers

Figure 12.8 Voice of the client value proposition.'
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Digital Value

There is no doubt that any strategic plan developed in today’s organisations
must consider digital. Boards and Leadership team must challenge their cur-
rent business model and determine how digital technologies can be lever-
aged to create digital value.

For non-profit organisations, digital value can be realised through:

e Digitisation of internal processes—transforming operations using digi-
tal to standardise and automate workflows and processes;

e Digitisation of client engagement and delivery—using digital to connect
with clients through social media and mobile technology; and

e Digitisation of products and services—reshaping the customer value
proposition using digital technologies.

Whilst there is a natural relationship between them, there is not a de-
pendency to take on each simultaneously. For most organisations, the
constraints of funding, time, resource and capabilities will often influence
priorities.

Any investment in digital client engagement must be augmented with data
analytics capability to make sense out of, and glean insights from the new
data sets generated. According to former Google CEO Eric Schmidt, in 2010
we were producing as much data every two days as existed up to 2003."
Given the exponential rise in social media and mobile technologies one can
only assume that number is far greater today. In itself, the trajectory points
not only to the complexity of harnessing and leveraging such large volumes
of data, but in the opportunity that digital client engagement presents if we
are able to gain insights from it.

For organisations embarking on digital transformation, it is likely that
they are already participating in some capacity in digital. This may be via
website activity, social media participation, client portal technology or simi-
lar. IBM suggest that determining the best path to transformation requires a
thorough understanding and evaluation of several factors:!?

e Where products and services are on the physical-to-digital continuum in
the industry

e Mobility and social networking adoption levels and expectations of
customers

e Strategic moves by other industry players
The degree of integration at every stage of the transformation—between
new digital processes and legacy, physical ones.

An organisation’s path to digital transformation may follow one of the
three paths shown in Figure 12.9.
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But what does a ‘project’ to help organisations determine and navigate
through their transformation path look like? Using models like IBM’s to
categorise and prioritise paths, leaders must establish digital transformation
projects that have the following three core objectives:

1. Informing and engaging stakeholders
2. Confirming and communicating the Transformation Pathway
3. Embedding digital capability for ongoing, sustainable value creation

In my experience, typically the program of work within a medium sized
organisation to deliver on these outcomes can be spread across Strategy &
Design, and Deployment activities which incorporate prototyping concepts
as noted in Figure 12.10.

Plan Development Tools

Strategy Map

One of the most popular methods of capturing strategy on a single page,
and determining the actions to flow from this, is the Strategy Map, which is
based on the Kaplan/Norton Balanced Scorecard approach.

The Strategy Map uses four perspectives to plot a long-term (3-5 year)
direction and identify the short-term (1-2 year) resources and actions that
will need to take place to achieve stated objectives.

An example Strategy Map is set out below (Figure 12.11), with a sum-
mary of the four perspectives as follows:

e Financial Perspective: Where will you seek to increase revenue and re-
duce costs to achieve your objectives? What assets can you leverage in
pursuit of these objectives?

e Market/Customer Perspective: What is your value proposition? What
markets will you trade in and what will you choose to exit?

o Internal Perspective: What processes will be required to achieve your
objectives?

e Learning Perspective: What knowledge, skills and resources are re-
quired to compete?

A comprehensively completed Strategy Map will have defined goals and
actions for each relevant component—including how success will be mea-
sured. These goals and actions are then drawn into plans for execution
throughout the organisation.

Strategy Canvas

An alternative (and sometimes simpler) method of capturing the same strate-
gic information is to use the Strategy or Business Model Canvas (developed
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Figure 12.12 Business Model Canvas.'

by Strategyzer for the use of start-up organisations or those seeking a faster
approach to documenting strategy) see Figure 12.12 for an example.

The Strategy Canvas uses the same approach as the Strategy Map to iden-
tify the revenue and cost structures that are relevant to your objectives, and
to plot the resources, partners and relationships that will be required for
you to succeed.

As with the Strategy Map, each element captured above must flow into
an action plan to state who is responsible for each task and how progress
towards longer-term objectives will be measured.

Implementation

Due in part to the pace of change, but also the impact of new technologies,
organisations are being forced to rethink and reorganise their approach to
strategy execution and how activities are organised, resourced, funded, pri-
oritised, and communicated.

Agile Approach

The more traditional approaches of waterfall that were suited to a steady-
state environment are not necessarily as effective for some organisations
today, and need to be replaced or augmented with more contemporary mod-
els of agile and scrum to accommodate the fast pace of change, the need to
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assess and test many options, and the need to continuously demonstrate
achievement of milestones.

Outsourcing Non-Core Activities

Similarly—leaders must understand the array of new outsourcing options
available to today’s businesses. Whether it is your graphic design, research,
call centre, accounts or debt collection (to name just a few of the many
options), the expansion of the outsourcing market to include offshoring
means leaders can access comparable services for considerably more flex-
ibility and lower costs.

Funding Execution

With this comes the added complexity of how leaders commit funding to
the execution of strategic initiatives—in a less certain environment organisa-
tions are being asked to commit to funding where only time and effort are
certain—not necessarily scope. The idea of prototyping chosen scenarios or
options to a certain level of commitment to fail fast (accelerated change and
innovation versus detailed planning and assessment) is an extremely differ-
ent way of thinking and managing for most of today’s leaders. The emer-
gence of alternative funding models such as crowd funding also introduces
new opportunities to engage with stakeholders and even involve employees
with how organisations fund strategic choices—again, new concepts that
today’s business leaders need to be cognisant of to maximise how they best
deliver on their organisation’s vision.

Resourcing and Skills

Finally—the next biggest challenge facing organisations is resourcing, possi-
bly more so in non-profit organisations where for a multitude of reasons long
tenures (10, 15, 20 plus years) are common. Often this means that funds are
tied to resources that lack the experience and skills to execute on our strategic
choices. This is a sensitive and difficult issue that needs to be addressed. Lead-
ers need to give staff the opportunity to upskill, or offer a respectable and
workable exit solution that will ultimately offer them the opportunity to be
purposeful in some other capacity whilst allowing the organisation to redirect
its funds for the realisation of its stated purpose. There is no doubt this is one
of the more difficult aspects of change to address (maybe the most difficult)
as the rapid pace of change increasingly renders less meaningful a raft of roles
that were critical no less than five or 10 years ago.

Specific to digital transformation, a new emerging set of capabilities are
emerging that are required to reshape and transform organisations as noted
in Figure 12.13.
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Digital transformation capabilities

Building customer value as a core competency across industry,

Business model innovation .
revenue and enterprise models

Customer and community Driving customer centricity into each part of the enterprise and
collaboration using social networking tools and capabilities to engage

Integrating all customer touch-points across digital and physical

Cross-channel integration
channels

Integrating information across all sources (internal, external) and

linsilgits fivom el yiles taking full advantage of the predictive power of advanced analytics

>
Optimizing all supply chain elements, effectively integrating cross

Digitally enabled supply chain enterprise

Getting the right skills aligned around the right business

Networked workforce opportunities

Figure 12.13 Reshaping the business and operating model requires a new set of
capabilities.'

Barriers to Successful Execution

The Harvard Business Review (HBR) Advisory Council is a representative
group of HBR readers that are regularly polled to gain insights into busi-
ness. In March 2010, HBR conducted a survey of the Advisory Group, ask-
ing them about strategy and execution.!”

Based on the 1,075 responses to the survey, HBR identified the following
top five challenges to executing strategy (ranked by importance of the chal-
lenge and then the popularity of the response):

e Making strategy meaningful to front-liners, translating strategy to ex-
ecution, and aligning jobs to strategy.

e Poor communication of strategy.

e Lack of clear and decisive leadership and leadership actions inconsistent
with strategy.

e Lack of accountability or follow through, and inability to measure
impact.

e Too focused on short-term results.

How can we overcome these barriers? Several barriers to effective strat-
egy execution are listed in Table 12.3 from the HBR survey, along with some
suggestions for dealing with these barriers.



Table 12.3 Strategies to address Barriers to Execution.

Barrier

Suggestions for addressing barrier

Making strategy
meaningful to front-
liners, translating
strategy to execution,
and aligning jobs to
strategy.

Poor communication of
strategy.

Lack of clear and
decisive leadership
and leadership
actions inconsistent
with strategy.

Lack of accountability
or follow through,
and inability to
measure impact.

Too focused on short-
term results.

A lack of robust
conversation around
the strategy to see
if the organisation
is actually capable
of implementing the
strategy.

A lack of agreement
or poor alignment
in relation to the
strategy.

Review the strategic plan and ensure that the long-
term growth goals have been broken down into
medium and short-term objectives.

Review the organisational structure to ensure that it
is aligned to the strategy.

Develop clear and concise operational plans that
link budgets, forecasts, targets and actions to the
longer-term strategy.

Ensure all strategically critical positions and teams
have at least one Key Performance Indicator that
can be tracked back to the strategy.

Review the strategy to see if it is overly complex.
The strategy should focus on no more than three
strategic priorities—make sure that these are
reinforced at all levels in the organisation.

Assess the incumbents in leadership positions—
are they the right people for taking the strategy
forward (regardless of what they have achieved in
the past)?

Ensure leaders understand and agree on the
strategic plan and associated operational plans.
Review all positions, and ensure they are aligned to

the strategic plan.

Ensure that there is at least one person other than
the CEO who is responsible for the strategic
planning process, and keeping people accountable
to implementing the strategic plan.

Review the notes in relation to the Chief Strategy
Officer below.

Review the strategy and challenge the assumptions
being made about the competitive environment,
customer responses, organisational capabilities
and weaknesses.

Gain clarity around objectives, targets and people.

Use strategic planning as a creative process to
tease out the differences in opinion, and get a
better understanding of why people are not in
agreement—does everybody have access to the
same level of information? Are they the right
people in the right jobs? Are there personal
conflicts and political issues that need to be
addressed first?

(Continued )



262 Karina Collins
Table 12.3 (Continued)

Barrier Suggestions for addressing barrier

Lack of clarity around Re-visit the long-term and short-term goals. Are
how the strategic they balanced? Is the long-term plan broken
growth goals and down into medium term chunks that relate back
financial objectives to shorter-term operation initiatives?

are linked to the

operational business

models, budgets,

plans and forecasts.

No buy-in to Involve the people responsible for delivering the

operational budgets. operational outcomes in the budgeting process.
If their recommendations are to be overridden by
management, give these people the opportunity
to challenge your thinking—perhaps they have
information that you do not have.

No connection between Use the Balanced Scorecard and/or Strategy
Key Performance Mapping processes to align financial, market,
Indicators (KPIs) operational, and learning and growth goals, and
and strategy growth establish KPIs.
goals and financial
objectives.
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Leadership in Practice:
GIVIT—Connecting those
who have with those who need

Introduction

The idea began when a young mother was surprised at the struggle she
endured when trying to donate second-hand baby clothes to someone else
in need. Simply ‘having something to give away’ was not quite the same as
what the charities ‘needed to give away’. Most charities were reluctant to
take items that increased their storage costs and did not help their clients.
Juliette Wright instead found that local charities were desperately searching
for essential and useful items such as sanitary products for women who had
fled domestic violence, and steel-capped boots to enable unemployed fathers
to secure work. Items that came in quickly, went out quickly, and made a
difference.

Juliette quickly realised that charities did not need to be overloaded with
items that the donor no longer needed. Rather, the charities needed items
that addressed the recipient’s specific needs. Charities needed gifts that
helped pull their clients out of poverty. Juliette could see, though, that a real
problem existed. Charities had no way of communicating their exact needs.

A natural social entrepreneur, Juliette decided to create an online plat-
form, GIVIT. Although not a natural technologist, the idea to her seemed
obvious. Through this innovative use of technology, every charity in Austra-
lia could communicate their needs to potential donors, and obtain exactly
what they needed through the simple act of giving. Within six months, she
had established the website and recruited 15 charities to request items. The
website matched the donation to those that needed it. If no one needed the
item, then the charities faced no extra storage costs.

The effectiveness of this arrangement was quickly apparent. A donated
bike enabled a single mother to get to work. A donated microwave heated
meals for a man who had recently lost his wife and was unable to cook.
Within a few weeks, more than 80 charities were requesting items. On the
basis of the adoption of this technological platform GIVIT, in 2009, quickly
became a national network that connected thousands of Australians want-
ing to support hundreds of charities.

True to its roots, today GIVIT is a national not for profit that still con-
nects those who have with those who need, in a private and safe way. The



Leadership in Practice: GIVIT 265

GIVIT aim is to alleviate poverty by ensuring every community service pro-
vider has what it needs through the simple act of giving. GIVIT is free for
the charity to use, and makes giving easy by allowing potential givers to see
exactly what is required by vulnerable community members. GIVIT sup-
ports all agencies, services and charities in Australia that work directly with
impoverished, marginalised and vulnerable people. The not for profits can
empower their clients and improve quality of life by obtaining the items
they require through the website at no cost. This unique virtual warehouse
eliminates the need for organisations to store, sort and dispose of unwanted
items, and in this way saving valuable time and resources, and better ad-
dressing needs.

The GIVIT website allows trusted charities to list their requests on the
website where everyday Australians can donate in response to those re-
quests. As an option, donors can also pledge their offer of donated items
on the website. When a need is matched to a donation, the GIVIT portal
sends an email to exchange contact details between the donor and the char-
ity. Then the charity and the donor agree between themselves on a delivery
option. Once the charity receives the item it is privately passed on to the
recipient—the donor and recipient never meet as, above all, GIVIT aims to
preserve the dignity and privacy of people accessing support. There is no fee
to the charity or the donor.

GIVIT has changed the status quo by re-thinking the way in which dona-
tions may be made to those in need. As with many organisations that seek to
innovate and change, the advantage of GIVIT’s approach became apparent
in a time of need. GIVIT’s defining moment came during the devastating
2011 floods in Brisbane, Queensland, when that state’s Premier contacted
Juliette to ask if GIVIT could be the official website through which people
could make donations. Queensland was not unfamiliar with flood events,
but the flood was the first state crisis that required mobilisation of so many
resources in the digital age.

In this crisis, GIVIT proved the effectiveness of its model. The GIVIT
website received more than 1.8 million hits and matched 33,500 goods with
those in need over a single three week period. GIVIT now has formal agree-
ments with Federal and State governments to conduct their humanitarian
support programs or large-scale natural disaster appeals, and this arrange-
ment continues to prove effective.

GIVIT is a volunteer-based organisation with very low operational
overheads—although low operational overheads are not no operational
overheads. Consequently, GIVIT has had to take great care to ensure its
sustainability at the same time as it used new technologies in novel ways.
The Board is comprised of people with widespread experience in the pri-
vate, public, and community sectors. The organisation now has established
partnerships across the nation with corporates and governments and has a
substantial funding donor base. GIVIT also uses its social media platform
to engage with the donors that use their service. The GIVIT website was
launched on Facebook, and GIVIT still actively respond to reviews on their
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Facebook page.! Currently, Facebook reviewers rate GIVIT as ‘4.8 stars’,
and there are 2,500 followers on Twitter.

Through GIVIT, over 1,000 of Australia’s most trusted charities have
been assisted, over 315,000 items have been donated, and some 130,000
marginalised vulnerable and disadvantaged people have received support
to date.

Local Hero and Citizen of the Year

That young mother frustrated by her difficulties in donating baby clothes
refused to accept the way things were. Juliette Wright is still the dynamic
CEO of GIVIT, and has been identified as an outstanding leader with some
14 awards to her credit including National Local Hero and Citizen of the
Year. These awards invariably cite leadership qualities she exhibits. The
awards acknowledge these qualities with words and phrases such as ‘passion
and inspiration’, ‘commitment to the underprivileged’, ‘social enterprise’,
‘entrepreneur’, ‘game changer’, ‘innovation’, ‘fun’, ‘fearless’, ‘community
leader’, ‘world of difference’, and ‘resilience’.

But leadership is not about a thesaurus or vapid inspirational quotes on
the Internet. In this case, leadership has required learning to make choices.
She has learnt a great deal about the business of donations. A valuable early
lesson was that some donations are more harmful than good, as occurs
when donors think that people in distress will take any old thing even if it
is not needed. So, Juliette has developed rules about donating—such as only
accepting new or as-new items.

During crisis events such as floods and cyclones, though, Juliette also
learned that donations of new items can unfairly compete with businesses
in shattered towns still struggling to get on their feet. So, Juliette also makes
sure that corporate donors spread offers of bulk donations widely through-
out a community so as not to unduly impact a town’s economy. GIVIT also
recognises that for communities hit by disaster the ‘end game’ is the return
to a normal life. So, in disaster situations as the community moves from
‘survival mode” and looks for sustained recovery, it is essential for GIVIT to
work with local services.?

Advice for Social Entrepreneurs

A charismatic figure, Juliette has an impish sense of humour. When asked if
she had any advice for aspiring social entrepreneurs, she offered three pieces
of advice. The first was to understand the risks, but to surround yourself
with people who can help deal with the risks:

“If 1 listened to everyone who said ‘no’, or thought failure was a sign
I was not supposed to be doing GIVIT, I would not have helped over
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126,000 people who are impoverished, marginalised or vulnerable. With
every start up there is a risk. My advice is to do a risk register and get
people who think you will fail to clearly articulate their argument (before
you ignore them!). Then, enjoy hallucinating all the ways your business
will fail! Then mitigate those risks with your wits and by surrounding
yourself with people who are savvy and experienced in that area.”

Juliette has been awarded for her resilience—and it is clear she has a
knack of avoiding the nay-sayers—but she is very much aware of the poten-
tial legal issues any social enterprise faces. Her second piece of advice here
is to get a pro bono lawyer:

“As social enterprises are always new and exciting, think about getting
a law firm’s support. When 1 started I was told 1 have the “Terms &
Conditions’ of a hairdresser! Lawyers seem scary as a breed but 1 think
they have been the most surprisingly warm and supportive group. I said
I wanted to start a donation portal, and you know how risk averse
they are! Get a pro bono lawyer, get their advice and solid terms and
conditions—it determines business protocols.”

Finally, Juliette has advice for social enterprises to clearly set out the goals
of the social enterprise so that the volunteers understand why they are doing
what they are doing:?

“Are you going to have volunteers? Everyone loves lots of encourage-
ment and very clear goals. My advice is not to give them KPIs and
numbers to achieve, but a clear goal of where you are heading as that
keeps them on focus rather than running with every great idea that new
businesses get . . . daily”

GIVIT Kids

In line with her natural bent as a social entrepreneur, Juliette has continued
to innovate online and look for new outlets. One of Juliette Wright’s most
significant innovations has been the development of GIVIT Kids, a child
friendly website empowering children to donate new and pre-loved items
to meet the urgent materials needs of Australian families in a fun and safe
way. The response has been incredible with children giving to children and
families in need, particularly over the Christmas period. Also the learning
tools incorporated in the program are now recognised in school curriculum
as classroom resources for teachers of Civics and Citizenship in primary
schools.

A leader’s vision is important, and the effective leader has a clear vision
and the drive to succeed. The goal in creating GIVIT in the first place was to
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make giving easy.* GIVIT has achieved this aim. Tellingly, Juliette’s motiva-

tion in establishing GIVIT Kids was to help develop a philanthropic culture
within Australia. Time will tell if the vision comes to pass.

Micheal Axelsen

and

Kenneth Wiltshire
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13 Successful Nonprofit Leadership In
An IT World

Micheal Axelsen

Introduction

Information technologies in general, and social media and the internet more
specifically, have transformed the way in which the nonprofit achieves its
goals and communicates with its donors and important stakeholders. Fund-
raising, marketing, brand recognition and attracting volunteers are no lon-
ger about making phone calls at 7pm for two weeks a year or finagling free
airtime on television. Innovations in information technology (IT) and the
way in which it is used mean that these tasks have become more active,
time-consuming, engaging, and ultimately more effective.

These points are raised clearly in several case studies discussed in this
book such as GIVIT, The Smith Family, Australian Red Cross, and RSPCA.
GIVIT’s goal is to make giving easy, and this goal is achieved by innovative
use of an internet platform to match donations to those that need it quickly
in times of crisis, emergency, or urgent need. The Smith Family and the
Australian Red Cross use IT to shape their fund-raising strategies and to
maintain contact with donors. The RSPCA uses business analytics and digi-
tal dashboards to track many key performance indicators that are central
to its mission. For example, at RSPCA each day key staff receive an email
with information critical to managing the care of their animals such as their
length of stay.

It is clear that IT is more relevant—and more of a leadership challenge—
now and into the future for nonprofits. The leader in a nonprofit wants to
make the right decisions at the right time with the right people so that the
IT function works.

This book identifies some of the challenges faced by leaders in nonprofit
organisations, and particularly those nonprofits that are transforming to a
more stable and sustainable future. One challenge is meeting the demand for
IT services. Meeting this demand is often problematic. The key concern ad-
dressed by this chapter is, “How can the leader best govern the nonprofit’s
demands on its technology?”
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Technology innovations in social media have transformed the way non-
profits communicate with donors and stakeholders, raise funds, and manage
their brand and reputation. IT is important for all nonprofits—whether they
have just started out or are a mature sustainable business. Nonprofits are
under increasing pressure to innovate and change the way they use complex
and interdependent technologies in reflection of current trends.!

This IT investment though can be expensive. The ‘IT black hole’ is a
common source of frustration: large sums of money are spent on IT for no
clearly identifiable return.? This frustration is compounded when no-one
seems willing to take ownership of the problem and resolve it. The problem
here is usually a ‘people’ rather than a ‘technology’ issue—the nonprofit’s
IT function is a ‘socio-technical’ information system (IS).> The technology
needs to be considered in the social context in which it is used—the people
and the organisation itself matter as much as the technology.

The temptation is to just fix I'T’, with the leader rolling up their sleeves
and doing what needs to be done. The leader though should not be involved
in the ‘running of IT°—even if they are good at it. The leader’s role is to
build the framework that allows others to ‘get IT right’. Leaders must not
‘do the doing’ themselves if they wish to make the nonprofit sustainable.
The decision-making framework needs to consider the people and the or-
ganisation as well as the technology platform itself, and the circumstances
of the nonprofit.*

Accordingly, in this chapter I provide insights into how the leader can
‘get IT right’. These pragmatic insights develop from academic theory and
insights from practice. The goal, though, is to provide the leader with a
framework of IT governance principles and practices to apply to their own
situation.

I address this goal as follows. First, I explore IT governance in the context
of nonprofits and identify several core principles for IT governance. Sec-
ond, I consider the nature of IT decision-making, the roles of those making
the decisions, and the types of decisions to be made. Third, I present a set
of practical IT governance practices (structures, processes, and relational
mechanisms) used to support the decision-making framework, and consider
how the nonprofit can match these mechanisms to their circumstance. Fi-
nally, T conclude by summarising the key points and identifying likely future
challenges for IT governance in nonprofits.

Nonprofits and IT Governance

As with all organisations, the nonprofit often experiences the ‘IT black hole’
phenomenon. That is, despite large investments in IT, the returns on those
investments are often meagre. This is a problem of IT governance. The core
principles of IT governance provide a foundation for the leader to use in
designing the IT decision-making framework to suit their situation.
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The IT Black Hole

The “IT black hole’ is a conundrum with which many leaders are familiar:
large sums are spent on IT but no returns ever seem to arise.’” No matter the
investment, the IT function remains a source of pain with few signs of prog-
ress. The black hole is most prominent in nonprofits that constantly spend
money to ‘put out fires’. Rather than being reactive, the nonprofit needs to
effectively govern its IT.®

For the nonprofit, IT can be a particular problem due to the initial focus
on tending to the mission. This task takes all the leader’s energy, and often
building a strong IT governance framework is a secondary consideration.
Consequently, when the organisation is on a more stable footing, the leader
discovers the pain that arises from a poorly directed IT function. Frustration
arises when the promised benefits of IT investment never eventuate.

For the nonprofit just starting out, effective IT is important if the non-
profit is to become sustainable. Ineffective IT constrains the growth and
sustainability of the nonprofit. The problems that arise are a real manage-
ment distraction. IT staff might indicate that the users expect too much, or
that the IT actually works ‘just fine’, while the users complain the IT staff
do not listen to their needs. All the leader wants, though, is to just ‘get IT
right"—and for this headache to be resolved.

The ‘right’ IT, though, is elusive and varied. The importance of IT for
nonprofits varies. For a very few, IT is not critical, but for many others the
investment in IT is fundamental to success. New technologies provide op-
portunities to develop and implement new business strategies.” However,
IT’s complexity can also expose the nonprofit to risks such as cybercrime,
fraud, errors and omissions.® For IT to deliver on the promised benefits as
well as manage the IT risks, the leader must ensure there is an effective IT
decision-making framework.

IT Governance

The role of the leader is to ‘lead’ (rather than ‘do’) and so the leader should
not ‘do the doing” when it comes to delivering IT services. The leader’s role
is instead to set up the governance framework for others to work within.
Rather than focussing upon the investment made in technologies alone, the
leader must consider IT as a ‘socio-technical’ information system (IS).” The
leader has to create a framework that considers the people and the organisa-
tion that use the technology platform.!

Without an IT decision-making framework, the IT function operates
without direction. People do the things they think they ought to be doing.
Although done with the best of intentions, the result often is that IT does
not deliver what is needed. Without leadership, IT staff often fill the vacuum
by making the decisions that, in their view, need to be made. This is particu-
larly so when those in the business disown the problem and ‘just want IT to
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make it all work’. IT decisions made in this way are often poor as “IT can’t
estimate accurately what business cannot define precisely.”!!

There is no ‘silver bullet’ that ensures the nonprofit ‘gets it right’.!> How-
ever, good IT governance can help. At its core, IT governance is about the
way in which the nonprofit makes decisions about its I'T. De Haes and Van
Grembergen provide a workable definition for this ‘governance of IT”:!3

“Enterprise Governance of IT (EGIT) is an integral part of corpo-
rate governance, exercised by the Board, overseeing the definition and
implementation of processes, structures, and relational mechanisms in
the organisation that enable both business and IT people to execute
their responsibilities in support of business/IT alignment and the cre-
ation of business value from I'T-enabled business investments.”

That is, IT governance aims to align the work of the IT function with the
needs of the nonprofit, and this in turn allows the nonprofit to achieve busi-
ness value from its investment. Figure 13.1 shows this relationship.*

enables enables

Enterprise | Business/IT . Business value

governance of IT " alignment "| from IT investments

Figure 13.1 The relationship between the enterprise governance of IT and business
value.?!

Fundamentally, this is a top-down approach. The leader and the board
set the framework for making IT decisions. That framework ensures that
business and IT make complementary decisions that address the nonprofit’s
needs. The leader does not, fortunately, have to establish the framework
without guidance from practice. The COBIT IT governance framework
from ISACA is popular.’ Another useful perspective is the ‘foundation for
execution approach’.'® Both of these useful perspectives are underpinned by
several core principles of IT governance.

Principles of IT Governance

Between the COBIT framework and the foundation for execution approach,
there are three common principles to consider:!”

1. Separation of management of IT from governance of IT. Management
plans, builds, runs and monitors activities to achieve the objectives set
by those governing the non-profit.'’

2. IT governance builds upon corporate governance. The IT governance
framework builds upon and extends the corporate governance frame-
work in place.”
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3. Alignment of Business and IT strategies. Alignment is a strategic fit
between internal and external components of the nonprofit, and a func-
tional integration between the business and IT. The nonprofit looks for
alignment between business strategy and IT strategy.?’

These three principles have several implications. First, governance is dif-
ferent to management. This implies that the leader and the board set out the
framework, and management plans, builds, runs and monitors IT activities.
The framework sets out the decision-making authority and the means by
which IT decisions are made.

Second, the standard of IT governance is closely related to the standard
of corporate governance. This implies that it is difficult to have strong IT
governance when corporate governance is weak. In general terms, any plan
to improve the standard of IT governance needs to consider the standard of
corporate governance as well.

Third, the business and IT strategies need to align for the business to de-
rive value from its IT investment. This implies that the business and IT strat-
egies are well articulated with each informing the other, and they have a role
to play both externally and internally. Figure 13.2 shows this relationship.

These three principles provide a foundation to the leader in designing the
IT decision-making framework. The IT decision-making framework identi-
fies the role of different stakeholders in the nonprofit and their responsibili-
ties for different types of IT decisions.
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Figure 13.2 Business and IT alignment.*?
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The Management of I'T Decision-making

The principles of IT governance highlight the complex and inter-dependent
nature of IT decision-making. Managing IT decision-making requires con-
sideration of the roles in decision-making and the nature of IT decisions that
need to be made.

Roles in IT Decision-making

IT decision-making is considered in terms of two high-level roles. First,
there is the IT decision-making role of business staff that work in and on
the business. These business staff work in non-IT areas. Second, there is the
decision-making role of IT staff. IT staff work in the IT function.?

An IT decision ought to involve both the business staff and IT staff roles
to at least some extent, although primary responsibility for the decision may
lay with either (or even both). ‘IT business’ decisions are IT decisions that
directly affect business capability, and ‘wholly IT” decisions are IT decisions
that directly affect IT infrastructure and capability. These IT decisions are
not made in isolation. IT business decisions made by business staff affect the
‘wholly IT” decisions made by IT staff, and vice versa. Figure 13.3 shows
examples of how primary decision-making might be assigned.?*

Defining business staff as all staff that are not in IT” and IT staff as ‘all
staff in IT” is a high-level simplification. COBIT separates business staff
into 17 roles (including ‘Human Resources’, ‘Chief Risk Officer’, ‘Business
Process Owners’, and ‘Chief Executive Officer’) and IT staff into nine roles
(including ‘Chief Information Officer’, ‘Head IT Operations’, and ‘Privacy
Officer’) that better reflect this complexity.?

Business Management of IT Management of
IT Business Decisions ‘wholly IT’ decisions

¢ The ‘how’ - doing it right and
delivering to estimates

¢ Technology solutions/architectures

* Articulating technical risk

« Compliance with architectures and
standards

*  Supply management and sourcing

* Productivity and unit cost of

¢ The ‘what’ - investment in the right
thing

+ Strategic direction

« Level of business risk

« Bottom line performance

* Demand management and
prioritisation

* Funding and capital management

: . li
< Balancing the cost, risk, de 1very . e .
. * Managing risk within agreed service
performance equation levels

* Business process design and use

I e, * Business process automation
 Identifying and delivering benefits P

¢ Delivering to estimates

Figure 13.3 Identifying who should make different types of IT decisions.”
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Responsibility levels can also be considered more distinctly. These may
be assigned according to the RACI (‘Responsible, Accountable, Consulted
or Informed’) Chart approach for different roles.”” A RACI chart identifies
the roles that are responsible for getting the task done, accountable for the
success of the task (the lowest appropriate level ‘where the buck stops’),
consulted about the decision, and informed about the decision. Table 13.1
provides an example RACI chart from COBIT.?®

Table 13.1 Example RACI Chart for analysing and reporting performance.

Role Analysing and
reporting performance

Business Staff

Business Executives A(ccountable)
Business Process Owners R(esponsible)
Project Management Office C(onsulted)
Audit I(nformed)
IT Staff

Chief Information Officer C(onsulted)
Service Manager R(esponsible)

The RACI chart provides explicit guidance as to the responsibility level
of the different types of business staff and IT staff in the decision-making
framework according to the type of decision. The responsibility level changes
according to the nature of the IT decision that is to be made. A responsibil-
ity level of ‘informed’ is the lowest level, and the level of ‘accountable’ is the
highest level of responsibility.

IT Business Decisions, Wholly IT Decisions, and Responsibility Levels

At a high level, IT decisions consist of two broad types: ‘IT Business’ and
‘wholly IT” decisions. Within these types, there are four domains of IT
decision-making to consider: the planning, building, running, and monitor-
ing of IT. These four domains draw, conceptually, from the familiar ‘Plan-
Do-Check-Act’ Deming cycle, and are prominent in the process domains
of several IT governance frameworks.?” All IT decisions fall into one of the
four domains.

For the domain of IT planning, the decision-making framework sets out
the responsibility levels for the identification of how IT can best contribute
to the nonprofit’s achievement of its business objectives.’® These decisions
develop the IT strategy, the IT approach and architecture to be adopted, and
consider how best to use IT for innovation. Other key concerns in this do-
main include more operational planning tasks such as budget management,
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human resource management, service agreements, risk management, and
supplier management.3! Principally, IT planning addresses the future of IT
and how it is to be used in the nonprofit.

For the domain of IT building, the decision-making framework sets
out the responsibility levels for the identification of IT requirements and
project and program management of new IT capacity and capabilities.?
These decisions implement the IT strategy, and focus on developing and
managing IT capacity and organisational change. Other key concerns in
this domain include the selection and implementation of new IT solutions
and acceptance testing of the delivered outcomes.* Principally, IT build-
ing addresses how the nonprofit builds, acquires, and configures new IT
investments.

For the domain that relates to the running of IT, the decision-making
framework sets out the responsibility levels for the actual delivery of re-
quired IT services.’* These decisions relate to the day-to-day management
of IT operations, help desk requests and the resolution of more critical in-
cidents. Other key concerns in this domain include IT security and business
continuity and disaster recovery planning.> Principally, this domain is all
about ‘keeping the lights on’, ‘keeping IT running’, and ensuring that IT
works and delivers its operational services.

For the domain of IT monitoring, the decision-making framework sets
out the responsibility levels for monitoring, evaluating, and assessing the
decisions and processes relating to the other three domains.’® These deci-
sions relate to assessing the quality of these decisions and processes, and
ensuring that the nonprofit addresses the regulatory framework that gov-
erns its activities. Other key concerns in this domain include performance
management and monitoring of internal control.’” Principally, IT monitor-
ing addresses the need to provide feedback and make decisions about how
to adjust activities to ensure that IT continues to meet the needs of the
nonprofit as part of a continuous improvement process.

The responsibility levels for these decision domains vary according to
the nature of the decision. For example, an ‘IT business’ decision might
be whether to invest in an IT technology such as a new accounting in-
formation system, whereas a ‘wholly IT” decision might be the design of
the technology solution that supports the accounting information system.
However, responsibility might be shared between business and IT staff
for a particular decision. For example, the decision set out in Table 13.1
places responsibility for analysing and reporting performance with both
business and IT staff.

The decision-making framework can be expressed as a RACI chart of
decisions, roles, and responsibility levels. This framework may be formally
written down as a policy, or simply communicated well to the relevant staff.
The nonprofit then needs to implement the practices for decision-making
that are appropriate for the nonprofit in making these decisions.
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Practices in I'T Decision-making

The IT decision-making framework requires a mix of IT governance prac-
tices to support and accommodate it. These practices can be categorised
as structures, processes, or relational mechanisms.*® Figure 13.4 provides
examples of these categories of IT governance practices and how they relate
to the governance of IT.

The nonprofit can implement structural, process, and relational mech-
anism practices across these categories in many different ways. Together
these practices are a portfolio from which the nonprofit may choose. The
nonprofit should choose to implement the practices for decision-making
that are appropriate in light of its circumstances. The practices that will ap-
peal to the leader of a nonprofit will depend on the practices themselves as

Structures Processes

e.g. IT performance management,
portfolio management, benefits
management

e.g. IT steering committee,
CIO on executive committee,
roles and responsibilities

Enterprise
governance of I'T

Relational
Mechanisms

e.g. job-rotation, co-location,
account management

Figure 13.4 1T governance practices (Structures, processes, and relational mecha-
nisms) and their relationship.?’
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well as whether the practice suits the nonprofit given the ‘stage of growth’
in the nonprofit’s life cycle from the startup stage to maturity.*

In the discussion that follows I therefore define and examine each cat-
egory of IT governance practices. In doing so, I relate these practices to the
nonprofit’s stage in the lifecycle. This provides a basis for considering the
relevance of the practice to the nonprofit. I consider four separate stages in
the lifecycle that are based upon a simple model designed specifically for
the nonprofit context.*! This simple model considers the ‘startup stage’, the
‘angel stage’, and the ‘growth stage’. In line with other theorists in this field,
I also consider a final ‘maturity’ stage.*

These stages have distinctive characteristics.

The initial startup stage is where the nonprofit exists to support the initial
idea and shared vision of an individual or small team about the nonprofit’s
mission to benefit society.* At this stage, governance is usually negligible,
with accountability ad hoc or even anarchistic.**

A nonprofit that survives past the startup stage moves into the angel stage.
This is the period when the nonprofit seeks philanthropic investors—time,
resources in kind, or cash—to invest in, share, and grow the mission. At this
stage the nonprofit usually starts to formalise its governance arrangements.
Particularly, documentation and compliance monitoring is very important
at this stage—or else angel investors will be much more difficult to find.

Having secured investors, the nonprofit moves into the growth stage. In
this stage, it seeks to grow and appeal to investors likely more interested in
the business opportunity than the social benefit.** At this stage, sophisti-
cated governance processes and systems are needed to monitor and manage
the new operational complexities that arise as the nonprofit grows. Much
more formal accountability and governance practices come into existence
at this time.

Finally, the nonprofit matures and becomes sustainable and mature.
In this stage, existence is usually assured and the business formalises so
much that it becomes bureaucratic and stable. The maturity stage can be
long or short—it is possible that the mature nonprofit loses touch with
its mission and faces an existential crisis from which it may not survive.
Maturity is stable and sustainable, but this stage has its own particular
risks as well.

With these scenarios in mind, the discussion that follows is also illus-
trated with examples drawn from practice. In this way, I provide a decision-
making framework of IT governance principles and practices that readers
may apply to their own situation.

Structures

Structural practices are reflected in the organisational chart of the nonprofit.
There are structural mechanisms—usually organisational units, forums or
roles—that provide a basis for making collaborative IT decisions. That is,
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these structures provide a means for business staff and IT staff to interact
and discharge their responsibilities according to the RACI chart.

Figure 13.4 identifies several examples of structural practices.* These include
an IT steering committee, an executive committee that includes a Chief Informa-
tion Officer (CIO), and defined roles (such as the CIO). Five structural practices
are key practices in the governance of IT due to their ease of implementation
and their overall effectiveness.*” These five practices are discussed in turn:

e [T strategy committee at level of board of directors: This committee
exists to ensure that IT is a regular agenda item for the board. Given
the board focus upon IT, these issues are prominent and act to remind
business and IT staff that IT is considered important.*

The structure is relatively easy to implement as board committees likely
already exist as part of corporate governance, and are effective due to the
prominent focus upon these issues.

In the early stages (start-up and angel stages), this practice is relevant for
nonprofits that are heavily IT-dependent, but is more generally relevant to
nonprofits in the growth and maturity stages. Nonprofits seeking to mature
out of the early stages (particularly the angel stage) and become more sus-
tainable would do well to consider creating this role as a way of indicating
the seriousness of the nonprofit about its future.

e CIO on executive committee: Here, the CIO is a full member of the
executive committee. This committee is the forum through which the
nonprofit’s members of the C-suite executives such as the Chief Exec-
utive Officer (CEO), Chief Operating Officer (COQO), and the Chief
Financial Officer (CFO) manage and direct the business. As with the
board level IT strategy committee, the equal standing of the CIO and
participation in this top-level forum highlights the importance of IT
issues and ensures that the strategic direction has management support.

This practice is somewhat more difficult to implement than a board-level
IT strategy committee as it requires the recruitment of a (potentially expen-
sive) CIO to the nonprofit.

For this reason, this practice is most applicable to nonprofits in the
growth or maturity stages. IT-dependent nonprofits may however benefit
from this practice in the startup stage. Nonprofits seeking to grow quickly
should consider this practice particularly given the likely future benefits for
IT governance as the nonprofit becomes sustainable.

e A CIO reporting to the CEO and/or COO: Here, the CIO role has a
direct line of responsibility to the CEO or COO rather than full mem-
bership of the executive committee. It is likely that the CIO role would
have an ex officio liaison role on the executive committee if it exists.
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Again, this practice is relatively effective in that a clear understanding of
the importance of IT to the nonprofit is communicated and the CIO role is
very important to ensure I'T strategic success.

The need to recruit an expensive CIO role does make this practice diffi-
cult to implement, and again it is likely that this practice is most applicable
to nonprofits in the angel, growth or ‘mature’ stages of growth. I note that
a heavily IT-dependent nonprofit would be more likely to require a C-suite
level CIO than a CIO in a more subservient role. Again, startup nonprofits
should lay the foundation for adopting this practice if they wish the non-
profit to mature quickly. For example, a ‘virtual CIO’ such as an exter-
nal part-time IS consultant to assist with strategy might be relevant to the
startup nonprofit.

e IT steering committee: This steering committee provides a forum for
the executive and senior management staff (that is, business staff) to
evaluate and prioritise IT investment. Although its composition and
responsibilities will depend upon the nonprofit’s circumstance, this
steering committee would likely consist mainly of business staff at the
management level. The committee would also likely include any IT staff
roles that are involved in IT strategy. A common error is for the steering
committee to be directed and chaired by IT staff—such an arrangement
often leads to the committee becoming a ‘fiefdom’ of the IT staff and not
a forum for genuine discussion. Although it is important to have IT staff
involved in the steering committee, the primary purpose of the commit-
tee is for business staff to make choices and provide direction to IT staff.

The steering committee is a strong practice to implement almost from the
outset as it does not force IT staff to make choices and ‘pick winners’ on
behalf of the business.*’ This is an effective practice to adopt when formu-
lated correctly, and it is relatively easy to implement as it does not require
recruitment of a specific IT leadership role.

Nonprofits in the startup stages may not greatly benefit from this practice
but as soon as practicable an IT steering committee structure is an important
practice for the nonprofit in the angel, growth, and maturity stages to adopt.

e IT project steering committee: This committee is similar to the IT steer-
ing committee in that it provides a forum for business staff and IT staff
to coordinate, prioritise, and manage IT projects. It is important to note
that this steering committee usually manages multiple projects and has
stewardship over the nonprofit’s entire portfolio of projects. Subcom-
mittees or other liaison structures may exist. For example, a project that
has a single process owner might have its own coordination meetings
between business and IT staff and simply provide regular updates to the
IT project steering committee.
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As with the steering committee, this is a relatively easy to implement prac-
tice and it is very effective for a nonprofit with multiple complex projects
to implement.*’

For these reasons, this practice is probably most suited to nonprofits
in the growth and maturity stages of growth. However, nonprofits in the
startup and angel stages should consider adopting some of this discipline
(e.g. formal governance structures) if they are undertaking relatively com-
plex IT projects.

De Haes and Van Grembergen identify a further seven structural prac-
tices, but these are not considered as easy to implement or as effective as the
five key practices they note. These practices though should be reviewed and
considered for the circumstances of each nonprofit.

In reviewing these structures, the note should be made that the role of
the CIO is fairly loosely defined. According to some views, the CIO role
is a strategic role rather than an IT technical role. As used here, the CIO
role extends to the more technical IT manager or Chief Technical Officer
roles. The CIO role is an important one, and there needs to be a fit between
the CIO role and the maturity of information leadership capability in rela-
tion to the criticality of information and technology to differentiate the
nonprofit.’!

The need for a CIO that fits the nonprofit is high, and further it is impor-
tant to have a forum or at least some means for the business staff—rather
than IT staff—to assess the business need for IT. For example, in one large
nonprofit in the finance sector that I consulted to, the Chief Information
Officer (CIO) could not understand the problem as the network availability
and throughput were both of world standard.

This was true, but had been achieved by preventing users from adding
any software or hardware to their systems and by constraining network
throughput for functions deemed ‘low priority’ by the IT function. The IT
environment was stable and reliable, but did not do what the nonprofit
needed done. In this case, the network ‘worked’, but end users found the IT
resources completely unusable for their tasks. The end users did not have
a means or a forum to redress the imbalance—they ‘took what they were
given’. It was likely no coincidence that the CIO had been promoted from
his former role as network administrator on the basis that he desired a sal-
ary increase.

Processes

Processes refer to the way in which the nonprofit performs its work.
These IT governance processes are formal strategic IT decision-making
and IT monitoring procedures. The aim here is that the nonprofit’s poli-
cies have procedures for staff to follow for consistent behaviour, and to



282  Micheal Axelsen

ensure that proper inputs (according to the RACI Chart) are provided
into decisions that are made.

Figure 13.4 identifies several examples.’? These include IT performance
management, portfolio management, and benefits management. Four pro-
cess practices are key practices in the governance of IT due to their ease of
implementation and overall effectiveness. These four practices are discussed
in turn:

e Strategic IS planning: This process creates the IT strategy document,
and it is a defined and formal process. This process is important as it
determines the quality of all IT planning in the nonprofit, and presents
a clear view on the use and role of technology.

Formal and comprehensive strategic IS planning is difficult to achieve—
particularly in an organisation where formal corporate governance is not
high. However, a base level of strategic IS planning is relatively simple
to achieve, and it provides a basis for later development of the process.*
Strategic IS planning is though essential for any IT governance effort to be
successful.

IS planning can be very complex and time-consuming. In this form it is
likely ill-suited for the needs of the startup nonprofit. However, at least a
basic level of strategic IS planning (e.g., a statement of IT goals and an IT
budget) is needed for nonprofits in the startup and angel stages of growth.
As the nonprofit moves to the more mature stages so too should the strategic
IS planning process evolve to become more formal and potentially complex.

e Portfolio management: The portfolio management process is closely
related to the project steering committee structure. Here, the process
formalises the selection and acquisition of new IT assets in terms of
business needs, existing IT assets, the standards for business cases, in-
formation economics, calculation of return on investment, and payback
periods.

The decision to purchase new IT assets should have a level of formality and
a sense of purpose. The absolute worst approach is to use the ‘golf course’
decision-making model (by basing the decision upon fads and hearsay) or
the ‘most recent salesperson’ approach (where IT assets are purchased ac-
cording to a salesperson’s ability and desire for a sales commission).’* It is
important to buy IT assets that the nonprofit needs in light of its overall
portfolio rather than acquiring IT assets piecemeal.

This approach is, on its face, relatively easy to achieve though strong
portfolio management requires a collegiate culture at the management
level. In more mature nonprofits this may be difficult due to established
internal power structures.”> However, it is precisely the more mature
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nonprofits that benefit the most from portfolio management as there is an
established IT platform and coordinated IT investment is needed to ensure
that IT is effective.

Accordingly, it is likely that the portfolio management process is most ef-
fective for nonprofits in the growth and mature stages if they have multiple
IT assets that share data and/or are key to common processes. Startup non-
profits need to be sure that their investments in IT will support the nonprofit
into its more mature stages, and work well or complement the existing in-
vestment in IT.

e DProject governance and project management methodologies: This
process sets out the processes and methodologies used to govern and
manage IT projects.’® There are common project management meth-
odologies such as the Project Management Body of Knowledge and
Prince2 that provide extensive details on project management.’” This
process is important for IT project success as IT project success is more
likely when project management approaches are used.’®

As with strategic IS planning, implementing complete methodologies is
usually difficult, but even base methodologies offer distinct advantages in
effectiveness.

Again, at least a basic level of project management process is required for
nonprofits across the early stages of growth. A nonprofit in the startup or
angel stage of growth is building systems to accommodate the future, sus-
tainable, nonprofit. The leader of such nonprofits should ensure that project
management is strong even if a ‘lite’ version of the management methodol-
ogy is followed. As the nonprofit moves to the more mature stages so too
should project management processes evolve to become more sophisticated.

e IT budget control and reporting: The budgeting process that controls
and monitors IT investments and projects is a low-level control, but an
effective one if corporate governance is at a reasonably high standard.

This process is relatively easy to implement and effective, though for ef-
fectiveness it is dependent upon strong standards of corporate governance
and a culture of ensuring value for the nonprofit.

However, this process is effective for nonprofits across all stages of
growth. The budget is the tool that demonstrates the actual choices made
in IT investments. For the startup nonprofit it is key to understanding the
investment made. For a nonprofit in the angel stage, an IT budget will be
central to discussions with potential angel investors. In the growth and
maturity stages the IT budget will very likely prove a valuable manage-
ment tool.



284 Micheal Axelsen

De Haes and Van Grembergen identify a further seven process practices,
but these are not considered as easy to implement or as effective as the four
key practices they note.” These practices though should be reviewed and
considered for the circumstances of each nonprofit.

Of the three categories of governance practices, processes are most depen-
dent upon the maturity of the corporate governance in place. A nonprofit
where staff rarely follow processes is unlikely to find these staff make an
exception for IT governance processes. In line with the principles of IT gov-
ernance, corporate governance and I'T governance are inter-related.

Of the key practices, strategic IS planning is likely to be performed poorly
by many nonprofits. For example, in one mature nonprofit in the aged care
sector that I reviewed, the IT strategy was written by the CIO in isolation.
The IT strategy included many of the CIO’s ‘wish-list” items where the busi-
ness case for these items had not been established. Indeed, the CFO and
CEO appeared perplexed as to what items were paid for, what was yet to
be paid for, or whether the items were used (or even useful). The CIO also
sought little external validation of the proposed direction of the IT strategy.

As one indication, the strategy was built upon adoption of cloud tech-
nologies whilst the nonprofit was located in an area with relatively poor and
expensive internet access. The CEO in particular was concerned at the cost
of the IT function, and this indicated misalignment between the IT strategy
(focussed on adopting new technologies) and the business strategy (focussed
on being a low-cost provider of health services). The strategic IS planning
process was executed poorly on many levels in this instance. The amount
spent on IT investment was relatively eye watering, and the ‘IT black hole’
was very much in evidence. For this mature nonprofit, stronger budget con-
trol and business staff responsibility for IT business decisions were imple-
mented as part of the IT governance solution in this instance.

Relational Mechanisms

The governance practices of relational mechanisms aim to build resilient,
collaborative, and constructive relationships amongst executives and man-
agers amongst the business and IT staff. These practices aim to develop
strong relationships before events conspire to sour relationships. It is much
more difficult for ‘bad blood’ to develop between business and IT staff if a
strong relationship already exists.

Figure 13.4 identifies several examples of relational mechanisms.®® These
include job rotation, co-location, and account management. The survey of
experts conducted by De Haes and Van Grembergen identified the key rela-
tional mechanism as IT leadership due to its perceived ease of implementa-
tion and overall effectiveness.

IT leadership is the ability of the CIO to clearly outline their vision for IT
in the nonprofit, and to communicate that vision to others in non-technical
terms so as to be clearly understood. This practice is dependent upon the
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individual ability of the CIO, but has a high impact upon the success of the
IT function. For their vision to have impact, the CIO needs to be able to
speak in business-oriented terms at the ‘C-suite’ level. Otherwise, support
of the vision by business staff is likely to be low.

As with other practices that rely upon the appointment of a CIO role,
it is somewhat difficult to implement as it requires the recruitment of a
(potentially expensive) CIO to the nonprofit. This practice is most appli-
cable to nonprofits in the growth or maturity stages, although IT-dependent
nonprofits will definitely benefit from strong IT leadership in the startup
or angel stages as well. Nonprofits in the angel stage will also benefit from
strong IT leadership in the search for an angel investor.

De Haes and Van Grembergen identify a further nine relationship mecha-
nisms, but their research indicates that these practices are not as easy to
implement or as effective as the four key practices discussed above.®' These
practices though should be reviewed and considered for the circumstances
of each nonprofit.

An additional relational mechanism that is not explicitly addressed by De
Haes and Van Grembergen includes practices that ensure a strong relation-
ship with external service providers.®> Such mechanisms are important given
the increasing use of outsourcing and offshored service providers. Anecdot-
ally, relationships with third parties commence well, but over the longer
term can sour if the relationship is managed poorly.®* In these cases, formal
business/IT account management and informal meetings between business
and IT staff with representatives of the service provider ensure strong rela-
tionships with key long-term service providers for the nonprofit across all
stages of growth. Meeting with representatives of the service provider is im-
portant for all nonprofits in each of the different stages of growth. Startup
nonprofits are likely to not have their own IT resources, and instead rely on
external IT providers. The ability to manage that relationship is critical for
the nonprofit that is keen to reach the maturity stage.

The relationship with external service providers is an important one, and
over time the extent of its importance can be easily missed. For example,
one nonprofit in the childcare sector that I reviewed had over time adopted
a single ‘private cloud’ arrangement for all of its IT. It had also adopted
various cloud-based technologies in key applications such as their childcare
management IS, health and safety IS, and Office 365 (file, print, and email
servers). The next versions of their accounting IS and payroll/HR IS prom-
ised cloud capability.

It was only after a year or so of these changing arrangements that the IT
manager came to the realisation that the expensive ‘private cloud’ arrange-
ment was providing an expensive gateway to its similarly cloud-based IS. In
effect, the nonprofit was paying twice over for services it no longer needed,
and for disaster recovery programs on data that simply no longer mattered.
With more effective relationship management (they had not met with key
service providers in over six months) this turn of events could likely have
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been avoided. In this case the nonprofit was mature, but the wasted re-
sources would likely mean the end of a startup or an angel nonprofit.

Conclusion

This chapter has provided several key points as guidance to the leader in
a nonprofit for leading IT for success, and although the current pace of
change in this domain is daunting it seems that the future holds no fewer
challenges to deal with. This leads me to make several final comments for
the leader to contemplate.

Key Points

This chapter began with a consideration of the nature of the ‘IT black
hole’—that no matter how much is spent on IT, the returns from the
investment seem meagre. Usually, the IT black hole is a result of reacting
to IT problems rather than proactively planning and coping with these
issues. Further, the problems usually arise from the social context in which
the IT is used rather than the technology itself. That is, there is a problem
of governance.

IT governance requires an understanding of how decisions are made,
and this requires the leader to identify a decision-making framework that
sets out the roles of business and IT staff in making decisions. Otherwise,
a vacuum of decision-making will be filled with well-intended—but often
misguided—decisions. The decision-making framework needs to set out
which business or IT staff roles are responsible, accountable, consulted or
informed in decision-making regarding the planning, building, running, and
monitoring of IT services.

The leader also needs to consider how to support this framework by
establishing key governance practices. These practices are structures (e.g.
IT Steering Committee), processes (e.g. strategic IS planning) or rela-
tional mechanisms (e.g. job rotation). Gillies and Broadbent provide a
good summary of governance mechanisms and their relationship to the
organisation and their role in IT governance.®* This summary includes
most of the key practices identified by De Haes and Van Grembergen,
and Figure 13.5 presents an adaptation of this discussion from Gillies
and Broadbent.®

The leader needs to consider their own circumstances (and the stage
of growth of the nonprofit) before implementing these practices and
mechanisms. The different governance practices to choose will likely be
affected by the nonprofit’s stage of growth (startup, angel, growth, or
mature stages). Getting IT to ‘work’ requires the leader to get the IT
governance ‘right’ in support of the nonprofit’s journey to becoming a
social enterprise.
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The Future of IT Governance

IT governance is never ‘set and forget’. Changes occur in technology and
expectations, and the decision-making framework needs to adapt to these
changing circumstances. The leader in a nonprofit needs to address five
prominent challenges arising from recent IT developments.

First, nonprofits increasingly turn to the cloud to manage their IT ser-
vices.®” Cloud computing offers the potential to ‘level the playing field’ by
accessing more technology for less in using shared infrastructure for a sub-
scription. Cloud services offer the real potential that the nonprofit need not
manage its own infrastructure and instead simply ensure that the internet
connection is reliable and that cloud-based services comply with the regula-
tory framework. Such changes may have implications for the type of IT staff
the nonprofit needs to employ.

Second, the use of online social media (Facebook, Twitter and so on)
has increased exponentially. The impact of a bad Yelp or Google review on
a nonprofit’s can be positive or negative. Nonprofits manage their online
reputation and increasingly communicate with their stakeholders through
social media. This is apparent from the case studies in this book for RSPCA
Queensland, GIVIT, and the Australian Red Cross.

Third, relatively recent mobile devices such as iPhones (2007), iPads
(2010), and Android tablets (2011) have changed the nature of work in all
organisations. These tools have allowed new innovations to be provided by
nonprofits. For example, some nonprofits use mobile devices for timesheet
data entry and as mobile fundraising tools. These innovations bring oppor-
tunities, but also potential challenges such as compliance with data privacy
regulations.

Fourth, concerted ransomware attacks have become prominent. Ransom-
ware is a virus with a commercial business model—data is encrypted with a
secret key and held to hostage until a ransom is paid. The nonprofit needs to
ensure that its data is cybersecure. In an increasingly inter-connected world,
cybersecurity has become a key challenge.®®

Finally, the regulatory environment continues to change. The nonprofit
must constantly address its own compliance needs and monitor changes
to legislation such as data privacy laws.®” This requires a current IT strat-
egy and arrangements with service providers that continue to address these
changing business compliance needs.

Concluding Comments: Technology and the Journey to the Social
Enterprise

This chapter aimed to address the question, “How can the leader best gov-
ern the nonprofit’s demands on its technology?” In particular, the focus has
been upon the nonprofit’s journey through the different stages of growth
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to put itself on a mature and sustainable footing, potentially as a social
enterprise.

The principles, roles, responsibility levels and practices outlined in the IT
decision-making framework in this chapter can be very complex, or very
simple. That is, the different elements of the framework scale to meet the
needs of any size nonprofit. The broad points outlined here apply irrespec-
tive of scale but will require adaptation for smaller organisations.

For example, in the early stages most nonprofits are focussed on achiev-
ing their mission (and surviving day to day). However, the startup nonprofit
that thinks seriously about its relationship with IT and how IT helps to de-
liver its services will provide a strong foundation for the nonprofit’s future
sustainability. An angel nonprofit that uses social media to clearly articulate
its vision to its wider stakeholders, or ensures that its technology choices
comply with regulatory requirements, will be able to build stronger relation-
ships with the early investors and intermediaries.

This investment provides a platform for the nonprofit looking to grow
and obtain broad support for its mission in the growth stage. Sophisticated
corporate governance—including IT governance—is needed to cope with
the increasing operational complexity and accountability demands on the
nonprofit. After a period, the nonprofit’s growth flattens out and the non-
profit enters a stage of maturity. Here, the IT investment is very important
for the nonprofit to formalise its operations and encourage stability. It is
also critical in this mature stage that the nonprofit continue to use technol-
ogy to seek out opportunities to innovate and reinvigorate itself. IT is criti-
cal for this flexibility and development.

Overall it is apparent that IT leadership is important for nonprofits. As
with all organisations, nonprofits are under increasing pressure to innovate
by using complex and interdependent technologies. The quality of the non-
profit’s leadership in this world of technology will have implications for the
nonprofit’s future success.
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Leadership in Practice: Staying
Ahead of the Game

Three Key Ideas

Changing Times

The organising idea is to explore how we start to take charge of our own
destiny in these changing times.

The Community Services Industry faces unprecedented reforms, with a
significant focus on the marketisation of the industry, through the applica-
tion of competition policy. The most notable examples of this are in the
areas of disability and aged care where consumer choice and individual-
ised funding reforms are transforming the way organisations do business.
These reforms, although not a surprise to an industry that participated in
their development, have created an atmosphere of discontinuity that has
thrown business models, financial sustainability and issues related to the
nature of the workforce to the forefront of leaders and decision makers
across the industry. The challenges arising from this must turn the leader-
ship of the Industry to ask questions about how to engage in adaptive pro-
cesses into the future that are built upon a scenario approach to planning.
These reforms are not one-off occurrences; they represent examples of the
application of competition policy which link back to a bigger imperative—
productivity gains.’

At the centre of the introduction of these reforms are dramatic changes to
funding that move away from funding organisations to funding individuals.?
This approach is not problematic in and of itself, but it is being implemented
without a policy approach that defines a commitment to industry transition.
In the least marketised of all business environments we are witnessing an
approach to industry transition that is patchy and without an overall frame-
work. Perhaps at its worst it is completely laissez faire. Funding reform is
not a comprehensive approach to transformation and will create change,
but is a blunt instrument.
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These examples of reform must lead us to contemplate the future, which
is set in a continued narrative of fiscal constraint and budget cuts at state
and federal levels of government. This rubs in an uncomfortable way against
the business models of community service organisations, where dependence
on government funding is high but the risks of this in the long term are still
poorly articulated. A ‘better outcomes’ mantra has colonised the discourse
in the absence of any investment in industry transition to new ways of work-
ing. The leaders of the community services industry must grasp the nettle
and go about reframing this discourse from one of dependence and limited
productivity to one that frames value in both social and economic terms.

To do this we must conceive of ourselves in terms of an industry rather
than as a set of disparate sectors. Our strength in numbers is significant,
literally.

Problems of Profile and Reputation

Without a focus on the change the Industry makes (outcomes) and no verifica-
tion, we are subject to the risk of poor reputation.

There has been a protracted discussion about moving to an outcomes
approach in community services. Anecdotally at least leaders and practitio-
ners alike acknowledge that it is critical to improved service delivery, how-
ever, we seem unable to achieve collective action on this across industry. In
other western contexts such as the United States of America, they have also
been having a long discussion about what this move means supported by a
new generation of philanthropists who want to achieve more with the dollar
they invest.> However, this discussion has now moved to tackle questions
of implementation. Like in business all good strategies have often failed in
implementation; so too has a move to outcomes failed in implementation.

That said, there are always risks in generalisations and there are many
organisations that have tackled this shift successfully, designing and measur-
ing service delivery through an outcomes lens. This provides us with some
excellent lighthouse examples but is not sufficient to move a whole system
where it needs to be to successfully transform service delivery to an out-
comes approach. A lack of outcome reporting does not equal a lack of out-
comes, but a lack of outcomes design and implementation at a system level
equals rhetoric without reform.

The lack of evidence about the delivery of outcomes in community ser-
vices is a limited and limiting analysis. Organisations already deliver out-
comes; that is they deliver change in the lives of people that they work with.
The questions that we need to consider are ones of direction and design.
Who decides what services are to be delivered and how do they arrive at
this view?
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In this sense, it is generally true that the people for whom community ser-
vice organisations deliver services are not in charge of direction or design, al-
beit this is changing in disability and aged care. The community organisations
themselves are not often in charge of direction or design. In many cases direc-
tion and design originates in the investment specification documents of gov-
ernment, where throughputs and outputs dominate the procurement process.
Here there is a tenuous at best link between these investment specifications
and an outcomes approach. In child protection, we may pursue an outcome
focussed on family reunification but the investment specification drives a child
safety approach delivered through placement services. These real and chal-
lenging contradictions are the territory for ongoing dialogue and discussion
between community service leaders and governments of all persuasions.

There is an incredible opportunity for the leadership of the community
services industry to take forward a discussion that returns us to the disci-
plines of theory of change and program logics, placing the people that the
Industry works for at the centre of this design work as a matter of course.
This will require leadership from Industry that is proactive, rather than re-
active. The problem is not whether we achieve outcomes but rather a lack
of sophistication in understanding the relationship between inputs (the busi-
ness dimension) outputs (the intervention dimension) and outcomes (the
change dimension). This lack of sophistication in general terms leaves the
Industry exposed to reform that demonises everything done before, while
holding the new world order (whatever that will be) as a kind of nirvana.

If we take up the outcomes challenge we must also care about our per-
formance across the Industry. Putting aside the fact that the investment
framework to which the Industry is contracted is output focussed, a lack
of verification about outcomes has now been equated to poor performance.
Conflating these two ideas is dangerous for the reputation of a whole indus-
try and leaves organisations open to extremes of criticism when things do
go wrong, and they inevitably will.

The Big Picture

We will remain a continued focus for reform because of fiscal constraint and
the fact that we are the last frontier for productivity gains.

The community services industry has long been subject to the forces of com-
petition through competitive tendering and more recently direct reforms to
funding that place service users at the centre of the service delivery and
choices about it. However, competition and debates about it in a ‘mission’
orientated context are a red herring; the real agenda lurking behind the
application of competition policy is productivity gains. The industry has bil-
lions of dollars in public funds flow through it on an annual basis and very
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little of this investment is subject to reforms in the businesses themselves
that are aimed at productivity gains. In fact the very nature of the ‘not-for-
profit business’ precludes a focus on productivity, it is just not the point
compared to the commercial world. The potential benefits of focussing
on productivity—effectiveness and efficiency across the industry—is little
understood but could have significant direct and multiplier economic and
social benefits. The intergenerational report by the Federal Government and
long term forecasts on national productivity show there is little to be gained
from a continued focus on traditional productivity levers; new frontiers are
required or declining productivity will have a major impact on our national
economy. This agenda must be set by Industry as we move forward, in fact
it is imperative if we are to be taken seriously in an economic as well as a
social sense and this should be a major goal of Industry and its leadership.
Otherwise, as is often the case, we will as recipients of government funding
find ourselves subject to reforms that are outside our control and potentially
unpalatable.

As a society Australia is a stable and well-governed democracy with a
strong social safety net. This social safety net would not be as functional
as it is (despite acknowledged limitations) without the significant contribu-
tion of the community services industry. However, as some of our most dis-
tressing and intractable problems of social disadvantage grow, community
service organisations become trapped in the endless reform analysis and
become in many ways part of the problem even while being the best solu-
tion we currently have. Returning to the roots of our mission, faith based,
or otherwise is critical in these times.

This will require the leadership of the Industry to undertake two critical
tasks. The first is to return properly to the reason for being by reconnecting
with the strengths and weaknesses of the most vulnerable of our Australian
population; to reignite advocacy in an emboldened way, but not because
this fits funding trends, but because it matters for the future of Australian
Society. The second thing we must do is to find unusual alliances crossing
tradition boundaries to engage government and the private sector, and the
institutions they are in charge of in new and creative ways. The Industry
and its leaders must see themselves as core to this creative force and awaken
a wave of action that draws on the very best of each sector’s strength, with
an eye firmly planted on the people that matter, the issues they face and col-
lective action.

Conclusion

The community services industry faces many challenges into the future but
there are also enormous strengths to draw upon as we collectively reshape
our future. We must embrace the fact that we have and are reliant on gov-
ernment funding and read the changes to funding approaches as a trend,
not one-off action. This will mean that we will have to recast value as we
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see it and approach investment and funding relationships with a view to
leverage this investment. We are also going to have to care about our per-
formance in terms of shifting the dial on entrenched or intractable social
problems or risk irrelevance. This is a task well within our reach and one at
which, with strong leadership, we can excel. Finally, we must become more
productive and position the business of community service delivery at the
forefront of competition reform, not only because it matters in economic
terms but because in a fiscally constrained environment it may be a real way
of increasing our effectiveness on the frontline.

The leadership of the community services industry faces a challenge that
is truly exciting—to take charge of the future by understanding the issues
beyond the task of service delivery. In accepting this challenge and tackling
issues of reputation, performance and productivity we have the opportunity
to rewrite the narrative and completely reshape the future of the Industry.

Belinda Drew
Chief Executive Officer
Community Services Industry Alliance

Notes

1. Commonwealth of Australia. “Competition Policy Review,” 20135, http://
competitionpolicyreview.gov.au/final-report/

2. Commonwealth of Australia. “Disability Care and Support,” www.pc.gov.au/
inquiries/completed/disability-support/report

3.Leap of Reason. “Leap of Reason,” http://leapofreason.org; United Way.
“A Guide to Developing an Outcome Logic Model and Measurement Plan,” 2017,
www.yourunitedway.org/wp-content/uploads/2015/12/UWGRP-Guide-to-
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Stories from the Field: RSPCA
Queensland

Introduction

Internationally, some of the most prevalent not for profit (NFP) organisa-
tions are animal welfare charities. According to the USA Humane Society’s
statistics there are approximately one million animals worldwide that are
reported as abused or mistreated every year (2016); therefore, sadly, there
is a significant necessity for animal welfare organisations.! Animal welfare
organisations, through methods of community engagement and awareness,
attempt to rescue domesticated animals, livestock or wildlife from abuse,
neglect, psychological detriment or unavoidable harm.

The leading NFP animal welfare organisation in Australia, the Royal
Society for the Prevention of Cruelty to Animals Queensland (RSPCA
Queensland), cares for approximately 51,000 abandoned, sick, or poorly
treated animals per year. Although this is an alarming number of animals,
RSPCA’s influx rate reflects how far community awareness and education
has come since the RSPCA was first established. This accomplishment is
due to successful contemporary leadership styles within the walls of RSPCA
Queensland.

The RSPCA began permanent operation within Australia in 1883, but
the NFP quickly established offices and shelters throughout the country,
including at multiple sites throughout the state of Queensland. However, in
the last 30 years there was an evident lack of appropriate leadership styles.
Previous RSPCA Queensland leaderships battled government parties and
legislative delegations, and attempted to tackle short-term goals with a lack
of appropriate technology, databases, organisational systems, protocols and
directional tactics. Although RSPCA Queensland maintained a universal
goal of diminishing animal cruelty throughout these stages, the NFP did not
begin taking effective, leading strides until 2000 when Mark Townend was
appointed CEO of RSPCA Queensland, whose head facility is located at the
recently established campus in Wacol, Brisbane (Queensland’s capital city).

Since Mark’s appointment as CEO, RSPCA Queensland have begun
leading the organisation towards a mission statement of helping animals,
enlightening people and changing lives. Additionally, through community
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education and engagement, fundraising and marketing schemes, staff and
volunteer recognition systems, and strong, motivated leadership methods,
RSPCA Queensland is now a leading organisational body in Australia. Since
2000, the NFP has implemented employee and staff databases, appropriate
adoption programs, software development and creative business strategies;
and as a consequence, now operates all 13 facilities throughout Queensland.

The proof of these beneficial shifts in leadership are evident through the
myriad of successful fundraising events, including the Million Paws Walk,
innovative software initiatives, including Finding Rover, the highest adop-
tion and rehoming rates of any Australian animal welfare charity (87% live
release rate) and a successful relationship with local and state governments
that eventuated in a valuable Act change in 2001. These accomplishments
are evidence of Mark Townend’s innovative and successful approach to
leadership.

Originally RSPCA Queensland was governed with a generic managerial
technique; however, with Mark’s appointment as CEO a re-design of inno-
vative leadership techniques has been adopted. This approach to a contem-
porary style of leadership has been adopted by a multitude of for profit (FP)
and NFP organisations internationally, and has become widely known as
transformational leadership. Transformational leadership can be defined as
a pattern of collective behaviours that inspire worker productivity, enhance
followers’ ethical aspirations and motivate parties to strive toward mutual
organisational purposes.> The organisation has always been united by their
values and beliefs for a world where animal cruelty is absent; however,
Mark’s four pillars to transformational leadership—rvision, innovation, per-
spective, collaboration—are what guided RSPCA forward to achieve shared
values and the manifest accomplishments.

Vision

“Always be guided by your mission,” Mark Townend

Successful transformational leadership relies on a unified organisational
focus that is based on long-term vision, as opposed to specific daily goals.
Although this may appear obvious, before Mark Townend’s appointment as
CEO RSPCA Queensland governed the organisation’s advancement through
the completion of diminutive, daily goals. This leadership mindset is prob-
lematic for a NFP organisation attempting to gain successful fundraising,
as well as stretch funds, and eradicate animal cruelty universally. Although
the organisation’s mission statement of helping animals, enlightening people
and changing lives has guided RSPCA to a transformed model of leadership,
a key element to the NFP organisation’s recent success is due to the CEO’s
personal vision for the future—to make RSPCA, as a whole, redundant.
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Thus, if animal welfare organisations are needed within society, his ultimate
goal of eliminating animal cruelty hasn’t been achieved.

All aspects of Mark’s transformational leadership traits are influenced
by his concept of RSPCA’s ‘big picture’ vision. However, in order to estab-
lish and maintain a successful organisational vision, two key elements are
required—passion and strategy.

Without a passion for the overarching vision, there is no motivation to
accomplish a task swiftly and accurately. Although RSPCA’s employees,
volunteers and interns are ignited and connected by their intrinsic passion
for animals and animal welfare, passion needs to run deeper in order for
there to be a consequential movement. In order to successfully advance the
RSPCA and manage personnel performance, there needs to be a passion
for, and within, the people and the organisation. Defining specific organ-
isational values is a method to establishing and moulding a concrete vision,
thereby shaping the behaviour within an organisation (James & Lahti 2011,
p. 108).> Mark’s attempt at establishing organisational passion is designed
to instil drive within RSPCA’s staff and volunteers, therefore keeping them
enthused and motivated at work. According to workplace culture research,
employees who are passionate about the job role’s identity (i.e. the organ-
isation’s overarching vision) are also motivated to produce effective work
styles and exceed managerial expectations—of course, this applies to volun-
teer work also.

Following these motivation techniques, to ignite an alternative sense of
passion within the RSPCA team the organisation developed a reward and
recognition software program in 2013, christened as Make Your Mark. The
system is designed to honour and commend workers’ accomplishments, as
well as to keep employees in competition with themselves through an in-
centive system. Employees and volunteers receive complimentary badges,
which are either gold, silver or bronze depending on individual achieve-
ments, and small prizes (e.g. $30 iTunes gift card) for each achieved level, as
well as an annual awards night to honour successes.

However, volunteers and employees are also motivated with Make Your
Mark travel incentives. Travel incentives offer motivated employees inter-
national trips to learn about cultural diversities within animal welfare pro-
grams. For example, one of the most recent travel grant winners went to
China to learn about pandas and their wellbeing within animal care fa-
cilities. Therefore, this incentive scheme increases people’s passion for the
RSPCA as a workplace, but also increases workers’ productivity and ulti-
mately benefitting the organisation. Additionally, due to word of mouth
promotion by staff and volunteers, the Make Your Mark program entices
more community members to join the team. The software program was ad-
ditionally recognised for its innovative development by winning the Peter
Williams award for HR Technology at the Australian Human Resources
Institute (AHRI) Awards in 2014.
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Additionally, Mark believes there is a stigmatisation surrounding NFP or-
ganisations’ employee wages. Firstly, there is a notion that because RSPCA
rely significantly on donations and bequest dollars for organisational in-
come, they cannot afford to appropriately pay employees. However, RSPCA
Queensland has fought to meet fair market wages, contributing to employee
incentive and performance management. Although income is not the sole in-
centive for RSPCA’s employees, fair wages help to maintain motivation and
also entice new employees to potentially join the organisation. Secondly,
Mark believes, especially for newer employees, that there is a common
idea that working for RSPCA or a NFP organisation means you can ‘slack
off” within your job tasks. In order to combat this mistaken notion, Mark
provides training that he believes goes beyond FP organisations’ employee
training measures. With staff employed specifically to train new employee
or volunteer groups, Mark believes this style of in-depth teaching provides
a solid framework for new team members to base their service on. RSPCA’s
employees are also encouraged within training programs and throughout
their duties to work just as hard as they would if they were working for a
for-profit (FP) company.

Although RSPCA is a charity, Mark sees no vast difference between NFP
and FP organisations’ business styles, and therefore develops strategies to
constantly advance RSPCA’s reputation and success. Prior to Mark’s leader-
ship, RSPCA Queensland had 14 different databases with no relationship
between them. When he was appointed CEO his first leadership act was to
quickly develop a business strategy. He explains, “We had to seriously do
something with our databases. As it was [previously|, we could prosecute
someone for animal cruelty, and then, unless we recognised them at the
counter, adopt another animal to them.” There was no consistency and no
strategy in place to run the organisation as a regular business, which is how
Mark sees the NFP organisation.

A key report that the organisational software now produces is emailed
to key staff automatically at 6.00am each morning. It helps staff to identify
logjams or delays in animals moving through the system. The report, which
works as a metric or Key Performance Indicator system, provides details on
every animal’s status and location across the state and is a key management
tool in improving efficiency of care for the animals in stock. The manage-
ment efficiency of the inventory plays a huge role in the psychological and
medical condition of shelter animals and impacts the length of stay reduc-
tion, and therefore financial gains. This metric system is now known as
the ‘In Care Inventory’, and is a prominent managerial tool within RSPCA
Queensland.

Each daily report details the following:

e The current location of the animal (throughout Queensland)
e When the animal was brought in
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e Why the animal was brought in (abuse, neglect, stray etc.)

e If/if not the animal requires behavioural or psychological treatment

e If/if not the animal has received veterinary attention

e If/if not the animal requires medical treatment (surgery, de-sexing etc.)

e If/if not the animal requires euthanasia (in cases of untreatable illness or

pain)

e If the animal has/has not received an adoption profile

e If that profile has/has not been promoted in public locations

e If that profile is/is not online (RSPCA website, social media etc.)

e If that profile is/is not in the designated locations on/off campus

e Overall adoption status

Statewide Count Avg Days
At Status

All Dogs

Awaiting Surgerv—Not S 1.3

Spav/Neuter

Awaiting Transfer 1 2.5

Awaiting Vet Approval—In Foster 2 5.5

Awaiting Vet Exam/Health Check 23 1.9

Court Hold 13 20.6

Disposition Under Final Review 9 2.9

Emergency Boarding 4 20.0

Hold 11 3.3

Hold For Possible Match 2 11.8

Hold In Foster 5 17.0

Hold In Vet Care 7 5.0

Hold Quarantine S 5.8

ID Trace 17 2.8

In Foster 107 27.6

Owner Relinquishment 1 2.3

Police Hold 1 0.4

Protective Custody—Awaiting 4 50.0

Foster

Protective Custody In Foster 10 43.1

Protective Custodv/Hold 6 421

Sanctuarv/Life Resident 4 188.0
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Stray Hold 36 3.1
Stray Hold—In Vet Care 1 3.3
Under Behavior Modification 12 11.2
Under Vet Care 47 7.0
Total Dogs 782 15.5
Statewide Grand Total 1,698 17.1

The short-term goal of the system is to have the animal adopted within
14 days, as this is optimal for animals’ physical, behavioural and psycho-
logical wellbeing. The metric system helps the RSPCA team to work to
constantly reduce the average length of stay for shelter animals to increase
their live release rate and to decrease expenditure. Additionally, the In
Care metric system is designed to continuously lead the different sectors
of the organisation toward the ultimate goal. For example, if a stray cat
came into the shelter during the night, and has not yet received veterinary
treatment, the report would clearly identify animals in hold or awaiting
veterinary team intervention. Mark says he can now base his entire day
from each morning’s metric system reading. This software development
not only took a major leap towards RSPCA’s consequential vision, but also
established steps to achieve throughout the day—developing both short-
term and long-term strategies, as well as moving toward the consequential
vision.

Without developing a successful strategy through means of technology,
in this instance, the RSPCA would not have come as far as it has in the
advancement of animal welfare procedures. Developing strategies that suit
the mission statement and vision of the NFP organisation have helped to
implement plans, maintain performance and enhance productivity while
continuously striving toward RSPCA’s consequential goal. However, these
organisational aspects would not have been achieved without Mark’s
innovations.

Innovation

“We have a ‘nothing’s off the table’ mentality”—Mark Townend

Innovation has become a norm of successful leadership within contempo-
rary businesses and organisations. Implementing innovative concepts and
maintaining creative business strategies is a goal of both FP and NFP organ-
isations in terms of constructing a renowned reputation; however, the term
‘innovation’ has a different representational meaning for each organisational



308 Stories from the Field: RSPCA Queensland

structure. Although the modern term ‘innovation’ is often related to soft-
ware development and technology, since Mark Townend’s leadership com-
mencement, RSPCA have taken on a broad range of innovative business
techniques in order to renovate its image and reputation.

To achieve this, RSPCA Queensland have adopted a nothing’s off the
table mentality—no idea is too small, too extreme, or too unalike. Mark
manages RSPCA with the ideology of “the more outside the box, the bet-
ter.” This style of creativity and innovation within a business setting sparks
unique brand heuristics to the community, as well as a strong and recognisa-
ble reputation. In the passing decades, RSPCA Queensland has transformed
from an organisation that once had no clear system for previously convicted
animal cruelty offenders, to an organisation that has been domestically and
internationally recognised for revolutionary animal shelter software and
volunteer reward programs.

As previously discussed, prior to the introduction of this transformational
leadership approach, RSPCA Queensland had approximately 14 different
databases filled with confusing clusters of diverse information with no cor-
relation between them. Therefore, arguably the most innovative concept
RSPCA Queensland has initiated is the ShelterBuddy software. After being
confronted by a lack of software, Mark decided there needed to be an in-
ternet database that connected all the animal shelters’ useful information
together—it should be noted that in 2000 the World Wide Web had only just
become recognised by the public, with a large number of people predicting
its fall in a matter of years. However, with Mark’s trust in the internet’s suc-
cess, a database was developed that later became known as ShelterBuddy, or
alternatively as ShelterMate in Australia.

This software manages the core functions and records of animal shelters.
The software was originally developed by Microsoft and IT professionals in
conjunction with Mark Townend, with the first BETA version being released
in 2002—just two years after Mark was appointed CEO. The software is
now sold and used internationally, with the most dominant buyers being
from the USA and Canada, and saves almost 400,000 animal lives annu-
ally. Needless to say that despite public concerns about internet portals, the
database was a huge success for the organisation.

Therefore, after witnessing the success of ShelterBuddy’s software,
RSPCA Queensland began developing a range of databases that assisted
the core functions of a business, as well as moved towards the mission
statement of helping animals and increasing live release rates. In 20035, the
development of adoptapet.com.au quickly followed ShelterBuddy’s innova-
tive commencement by being the first online adoption centre in Australia.
AdoptAPet was an additional method that was designed to get shelter ani-
mals into the public eye in order to be adopted, therefore further advancing
the live release rate of animals across the country. The website allows users
to select the specific type of animal wanted, or to follow a process to find
an animal that suits specific lifestyles. The concept was to unite a chain of
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animal welfare organisations into one online entity for the public to view
and adopt animals across particular areas.

However, RSPCA Queensland’s most recent technological innovation is
the integration of Finding Rover facial recognition software. ShelterBuddy
was originally developing facial recognition software with the expertise of
specialist programmers in Germany. At the same time, US practitioners from
Finding Rover were working with the University of Utah in facial recogni-
tion. Mark saw that the repetition of programming across two locations
was inefficient, and began collaborating closely with Finding Rover asso-
ciates to form a partnership that would provide access to shelter animals
seamlessly in return for ShelterBuddy software utilisation. This not only dis-
plays Mark’s methods of sustainability and innovation, but also highlights
the significance of his fourth pillar, collaboration, which will be discussed
later in this case study.

The Finding Rover software is designed to reunite lost dogs with their
rightful owners through a facial recognition system. The app and website
have the ability to send push notifications to users when other users within
a ten-mile radius report missing or found dogs. If facial recognition tech-
nology identifies the animal within the Finding Rover system, the rightful
owner will be able to be contacted. Additionally, Finding Rover has social
aspects by allowing app or webpage users to connect with each other based
on common interests. The program is now used in conjunction with a range
of US animal care facilities including SPCA Los Angeles and many of the
USA’s Humane Society entities. Since the launch of these software systems
RSPCA Queensland has raised over $1 million worth of profit, with a ma-
jority being put toward the development and progression of these systems.

As well, although RSPCA Queensland’s funding sources are spread across
methods of fee for service, government funding, and donations, the NFP
organisation also relies heavily on bequest revenue; however, bequest in-
come reliance is also a potential risk especially if it is heavily relied upon.
A sudden downturn could jeopardise the mission of the organisation. When
Mark commenced his role as CEO, bequest income was $4 million, with the
average total revenue being $6 million. In order to create optimal sustain-
ability, Mark’s goal was to reduce the bequest revenue to less than 20% of
the RSPCA’s general income.

Through methods of community engagement, sustainability plans and
transformational leadership, within a little over 15 years, RSPCA’s bequest
income is now $14.5 million within a total revenue of $47.6 million—and so
the bequest income is 14.5% of the total. This achievement was significant
in terms of business sustainability, and is also not only extremely beneficial
for the organisation as a whole, but highlights the pioneering initiative from
the new transformational leadership style. Traditionally, NFP organisations
are criticised for income gain, contributing to the fearful illusion that NFPs
should not gain profit. However, Mark opposes this idea in stating, “We
are a profit for purpose, not a ‘not for profit’. We shouldn’t be ashamed of
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making profit . . . the key is what happens to that profit and how it goes
towards our mission.”

However, Mark’s leadership has also displayed models of innovation that
steer away from finance and technology. An alternative innovation tech-
nique that was used to manipulate the perspective of community members
was the re-design of brand and marketing aspects. Rather than having mul-
tiple diversified images and portals to appeal to the community, Mark de-
cided to develop one unified system to control all online and offline portals.
Currently, the majority of the online promotion techniques are facilitated by
the marketing team through the utilisation of social media and web portals.
The multitude of web-based platforms are now linked in order to create a
unified appearance to the community. Furthermore, other types of advertis-
ing aimed at older demographics, including posters etc., are now branded
in similar styles with a recognisable RSPCA Queensland logo appearing
across all. By branding all the software and tangible promotion tools with
one specific style the NFP organisation’s reputation is enhanced through
recognisability.

To move toward the ultimate mission, and to improve public engage-
ment, innovative methods of community awareness have also been adopted
in order to reduce the length of stay characteristics for animals. As previ-
ously stated, when animals are brought into Brisbane’s Wacol campus, some
have behavioural or psychological problems that need to be treated before
adoption can take place. Therefore, Mark proposed that certain animals be
fostered to local correctional facilities to not only rehabilitate the animal,
but also provide volunteer work for inmates. The inmates are trained and
assessed before being given an animal, and are also in a secure environment
to maintain the animals’ and inmates’ welfare. Engaging members of the
community that have been prominently underutilised to assist in animal
rehabilitation is truly a transformational leadership facet.

It is because of these methods that RSPCA Queensland have become a
notorious recognisable body across Australia and internationally. Through
these creative concepts, RSPCA has not only taken an innovative step to-
wards their mission goal, but has also raised awareness for animal care
throughout the community.

Perspective

“If we change the minds of the people . . . then we will improve the lives of the
animals”—Mark Townend

Other key aspects that have rendered RSPCA the respected NFP organ-
isational body that it is today are the perspectives of the vast diversity of
affiliates and staff. Individuals contribute varied concepts and ideas to
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the overall team, therefore providing a unique and innovative final prod-
uct to the organisation and its audiences. However, in order to produce
optimal task efficiency and therefore meet the vision accordingly, there
needs to be similar perspectives across the organisational hierarchy. Intel-
lectual and modern leadership styles also have the role of instilling the
same vision within everyone, but also beneficially manipulate perspec-
tives. This tactic not only creates unity in vision, but also a unique sense
of motivated autonomy within different sectors of the organisation. By
contrast, sectors that are too diversified in perspective are problematic
as there is no common ground—this was the case when Mark began his
leadership in 2000.

Within RSPCA Queensland’s current organisational system, there is a myr-
iad of diversified job roles, including humane officers, inspectors, fundrais-
ing, marketing, events management, customer service, veterinary and animal
husbandry, as well as a range of volunteers contributing to multiple different
creative or animal care roles. Although these roles are now established, at
Mark’s commencement to leadership there was a need to change workers’
views from an individualistic approach to become collective and motivated.

Initially, Mark established this by instigating a job role change among staff
members. According to organisational psychology, when there is evidence
of highly diversified job roles, and therefore a lack of worker productivity
within organisations, job and task change can potentially be the optimal
solution.* By reassessing the knowledge and capabilities of employees as
well as personality and engagement levels, people were able to be arranged
into appropriate roles. By having employees within a job role that appeals to
them personally, worker’s productivity, effectiveness, and workplace culture
follow. Additionally, this tactic avoids resignation and redundancy rates,
and in the circumstance of RSPCA Queensland keeps the knowledgeable
and experienced employees within ideal job roles.

However, the most recent perspective transformation initiated by Mark
was the relaunch of RSPCA Queensland’s image. Recently, a new collec-
tion of offices and shelters were constructed for RSPCA Queensland’s cen-
tral campus at Wacol, Brisbane. In order to celebrate the re-launch of the
new campus, the whole RSPCA team, including staff and volunteers within
Queensland were provided with new uniforms, which gave a fresh and mod-
ern appearance to the organisation.

To accompany the new uniforms, a staff campaign video was launched to
ignite a sense of unity across the state’s volunteers and employees. Mark had
each facility across the state participate in the video that featured the Party
Rock Anthem song by popular contemporary band LMFAO, for which per-
mission was achieved. This video was then uploaded to YouTube, the social
media platform, and launched with the new uniforms to create the sense of
comradery among employees. The video clip is now also played to new train-
ees and volunteers to welcome them to the RSPCA team as well as to display
that RSPCA Queensland is a unique, united organisation to be a part of.
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In addition to instilling the appropriate perspective in employees and vol-
unteers, this video also establishes a relationship and new perspective with
the wider community of RSPCA. From the public’s perception, the NFP
organisation was originally viewed as dull and overly professional under
previous leadership; however, the ‘Party Rock’ launch and uniform transi-
tion changed the image of RSPCA’s brand and reputation. By being vis-
ibly perceived as a fun and friendly cohort, this intuitively creates the sense
that the RSPCA Queensland team are approachable and ultimately want a
relationship with the community. Consequently, this increases community
awareness and engagement, as well as increases the likelihood of commu-
nity members seeking information about fundraising events or animal cru-
elty reports, which ultimately moves RSPCA forward.

However, another key aspect influencing the community’s perspective and
therefore engagement with the RSPCA is the utilisation of media portals.
The styles of marketing used are designed to create awareness, and edu-
cate the community through means of perspective transformation. RSPCA
Queensland has no specific demographic that engages with content or adopt
from the shelters—the age groups and demographical features are signifi-
cantly varied throughout Australian society. As previously discussed, social
media and web-based platforms are a significant tactic to engage multiple
demographics; however, due to the nature of online platforms, the key users
are between approximately 18 and 30-years-old. Therefore, in order to
target demographics that fall outside of this bracket, face-to-face primary
school and later life education have been introduced.

It is important for later life adults to have knowledge about the RSPCA’s
programs, campaigns and shelter animal information in order to evolve
a relationship with them, and increase community awareness. RSPCA
Queensland’s Senior Media Adviser, Michael Beatty regularly attends local
senior citizen clubs, including Returned & Services League (RSL) and Ro-
tary clubs, to entertain and inform later life members of the community.
Michael often uses entertaining visual presentations to reflect statistical
measures of the NFP, and also highlights the organisational obstacles and
successes—he also conducts similar presentations at universities through-
out the state.

However, among elderly homes, Michael additionally explains RSPCA’s
Pet Legacy program. The Pet Legacy program is designed to leave later life
adults the option to specify in their will that they would like RSPCA to claim
ownership of their animal in the case of their passing. The elderly individu-
als also have the option to leave a small bequest amount to RSPCA in their
will in this circumstance. However, at the other end of the spectrum, RSPCA
additionally offers similar interactions with primary schools through their
Educational Mobile Unit (EMU). The EMU is a ‘classroom on wheels’ that
regularly appears at primary schools, and small community events, along
Australia’s east coast. A team of humane education members present con-
cise educational information to students or community members about pet
ownership, farm animal care, and important facts about Australian wildlife
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conservation. The objective of EMU is to educate the community’s entirety
in order to decrease animal cruelty or accidental animal neglect. Each year
the EMU educates more than 60,000 people, therefore showing the wide-
spread community education as well as RSPCA’s innovative steps toward
their mission statement.

To increase further community awareness, another key marketing tool is
print and televised media portals. One key media portal that proved a great
success in terms of gaining community awareness was a television program,
called Animal Rescue. The program aired for about five years in peak time
and was featured on a popular Australian television network.

Animal Rescue was similar to a reality TV show as audiences followed the
daily routine of RSPCA inspectors attending animal cruelty complaints, or
vets and other staff rescuing animals which had been mistreated or injured.
Additionally, the program featured success stories of rescued animals, but
also promoted animals for adoption. The show was incredibly popular dur-
ing its airtime and reached approximately 1.6 million viewers each week. In
order to grasp the admiration of the show within Australia’s walls, another
popular Australian television show that aired around the same time, Sea
Patrol, previously gained 900,000 viewers per episode, and cost producers
approximately $800,000 each episode. Not only did RSPCA’s Animal Res-
cue have almost double the viewers, but also its expenses were a fraction of
the cost at $150,000 for each episode.

This was not only another revenue source for RSPCA Queensland, but
was also a significantly innovative resource to gain societal awareness. Not
only did the television show reap increased fundraising profit, but also en-
ticed the community to attend the Adoption Centre, which increased live
release rates, increased public knowledge about where to go when a pet is
lost, and also specified who to call in the event of a mistreated animal.

Although the show ceased airing in 2012, multiple other social media
and web portals have replaced the community engagement tool. A site that
has been launched recently, The Biscuit, features funny and inspiring vid-
eos about RSPCA animals—ultimately providing similar benefits to RSPCA
as Animal Rescue. The Biscuit is also linked to the myriad of marketing
platforms in order to unite the portals, and therefore all demographics.
The platforms’ success of reaching multiple demographics as well as engag-
ing the overall community is reflected through the number of calls RSPCA
Queensland received between 2012/13 (approx. 209,889 calls) and 2015/16
(approx. 323,000 calls).

The key within an NFP organisation that relies heavily on bequest dollars
and alternative forms of income for its advancement is to remember who is
in charge. The organisation needs to stride towards the mission statement
by focussing on community and audience perspective. Although RSPCA is
methodised to help and stand for animals and their rights (as the name
implies), the organisation is more being-orientated, rather than animal-
orientated. By focussing on the human lives that are involved with the or-
ganisation, that is where true change for animals happens.
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Collaboration

“The power of one’ — Mark Townend

The final focal pillar of transformational leadership within RSPCA
Queensland, which follows the ideology of being-orientated rather than
animal-orientated, is the concept of collaboration—or something Mark
Townend refers to as ‘the power of one’. By focussing on the people within
an organisation, who are both internal and external bodies, shelter animals
yield the benefits.

Prior to Mark’s contemporary transformational leadership style, RSPCA
Queensland organisers were running a campaign entitled Kill the Bill—a pe-
tition organised and promoted by RSPCA Queensland in a bidding attempt
to cut links with the local and state governments. The motivation behind the
campaign was to run the NFP organisation as a lone entity in an adversarial
type system. This clearly worked against Mark’s ideology of collaboration,
highlighted in his statement, “There’s no use being against something that is
realistically above you in the hierarchy of power.”

With Mark’s transition in his leadership role, this campaign was quickly
concluded and a relationship with all parties was encouraged. As predicted
by RSPCA’s transformational leader, the collaborative relationship with the
government resulted in success. Not only did this relationship increase RSP-
CA’s harmonious reputation with the public, as discussed previously, but it
also resulted in a change to the Animal Care and Protection Act 2001—an
Act which had not been amended since 1925. This amendment established
RSPCA Queensland as the charity with the highest prosecution penalties for
animal cruelty offenders in Australia—a huge success among animal welfare
organisations. Although having a legislative stakeholder affiliated with the
NFP organisation brings obvious strength to organisational progression, as
a leader there can often be delegation issues. Knowing when, and when not,
to intervene is essential to maintaining a positive relationship as well as
moving the organisation towards the ultimate mission.

Intervention with governmental parties relates to RSPCA’s compass of
morality—the organisation will mediate discussions with the governmental
bodies when there is something that is proposed that disagrees with RSP-
CA’s mottos or values. If there is something the two entities cannot console
or negotiate throughout private policy deliberations, that is when RSPCA
will seek public attention (protests, media coverage etc.). For example, over
the recent years a major animal welfare movement within Australia has
been the fight to end greyhound dog racing.

Recently, after a tiring battle, an Australian state, New South Wales
(NSW) had finalised legal delegations to ban greyhound racing, although
this has since been revoked due to considerable political pressure. In that
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context, the country is now looking to RSPCA Queensland, as the leading
body in animal welfare, to take the lead in this national animal welfare fight
to ban such racing across the country. However, due to current legal issues
with the Queensland government, RSPCA is unable to completely ban the
racing currently. Therefore, they have delegated with the government to
achieve the ‘next best thing’, which is an increased strictness on rules for
greyhound owners and trainers. Although Mark believes you must fight for
your business’ moral and organisational stance, there also has to be a bal-
ance in power for any professional relationship to work. Instead of fighting
the governmental affiliate, RSPCA Queensland has negotiated to maintain
a positive relationship.

Mark uses this system of shared control within all of his professional col-
laborations. Since his appointment to leadership RSPCA Queensland has
also introduced a list of corporate sponsorships and partnerships. The long
list of corporate sponsorships includes major national partners including,
Bendigo Bank, major Queensland partners including, GreenCross Vets, and
a range of National ambassadors including Australian sleepwear designer
Peter Alexander, Australian health and fitness professional Michelle Bridges,
and Australian Olympic swimming champion Mitchell Larkin.

Having this range of national and state supporters in conjunction with
RSPCA not only strengthens promotional tactics but also constructs an en-
dorsed community reputation of relationships. While renowned Australian
figures and businesses can sometimes be sought by RSPCA, current ambas-
sadors and partners declare they often seek RSPCA out for collaboration
due to personal alignment with the organisation’s vision and their desire
to promote the RSPCA message to gain increased bequest income. This
not only proves the approachability and value recognition of the organisa-
tion, which Mark has established, but also the rapid growth in community
awareness and reputation during the last decade of his leadership.

Maintaining the concept of relationship balance, Mark says he does ev-
erything he can to ensure that collaborators know RSPCA’s appreciation
of their involvement. By establishing and maintaining these positive rela-
tionships with external parties, RSPCA Queensland is not only increasing
its promotional tactics and strengthening their community awareness and
reputation, but is also building professionally beneficial relationships that
progressively work toward the ultimate mission statement. In an intercon-
nected world, as categorised by Archer & Cameron, organisations “need
the ability to work together with [other]| organisations from different back-
grounds and cultures for ultimate success.”’

Although RSPCA Queensland is defined as a charity, the transformational
leadership style of Mark Townend has proved that there need be no dif-
ference in approach between a not-for-profit and a for profit organisation.
As previously mentioned, not for profits should not have any shame about
gaining profit as the income is progressing the organisation’s mission state-
ment. In Mark’s words, “rather than spending the business’s incomes on the
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CEOs and superior staff as in a private company, NFP’ spend their incomes
on the mission statement . . . We are not a ‘not for profit’, we are a ‘profit
for purpose’.”

Without the income the organisation receives through marketing activities,
community engagement and relationship construction, RSPCA Queensland
would not be as successful as it is today. The RSPCA Queensland has uti-
lised methods of innovation, transformed perspective and collaboration
in order to take the leading strides towards its shared vision. Mark’s four
transformational pillars to leadership—vision, innovation, perspective and
collaboration—are what led RSPCA Queensland from an organisation that
once had a lack of appropriate personnel, software databases, unified vision
and healthy governmental relationships, to a NFP that is now described as
‘one of the most successful animal welfare organisations in the southern
hemisphere’.

Chloe Wheeler

Background

e RSPCA’s Animal Rescue television show aired between 2006 and
2012, and followed the daily routines of saving and helping animals
within Queensland. Youcanviewpastepisodesoftheshowhere: www.
lifestyle.com.au/tv/rspca-animal-rescue/episodes.aspx?series=2

o AdoptAPet was developed in 2005 in order to increase public
awareness of shelter animal adoption via an online platform—the
webpage was the first online adoption centre in Australia. You
can view RSPCA Queensland’s animals for adoption here: www.
adoptapet.com.au/

e RSPCA Queensland’s Educational Mobile Unit, or EMU was de-
veloped in order to increase community education regarding ani-
mal welfare and care. The ‘classroom on wheels’ appears at primary
schools and local events within Queensland. You can read more
here: www.rspcaqgld.org.au/what-we-do/education-for-children/
school-community-visits

e To accompany new uniforms for RSPCA Queensland, a Party
Rock YouTube video was also uploaded in order to increase
unison within the organisation, and to refresh the community’s
image of the NFP. You can view the video here: www.youtube.
com/watch?v=kSOcuoWt_c8

e ShelterBuddy (known as ShelterMate in Australia) was the first
database designed by Mark Townend at the commencement of his
leadership in order to connect animal shelters’ important informa-
tion into one software entity. You can read more about Shelter-
Buddy here: www.shelterbuddy.com.au/
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e Finding Rover is a facial recognition system that was designed to
reunite pet owners with their lost dogs. You can read more about
Finding Rover here: www.shelterbuddy.com.au/rover.htm

Notes

1. The Humane Society. “Animal Cruelty Facts and Stats,” 2016, www.humane
society.org/issues/abuse_neglect/facts/animal_cruelty_facts_statistics.html?refer
rer=www.google.com.au/

2. Jose Caballero and Didier Cossin. “Transformational Leadership: A Background
Literature Review,” International Institute of Management Development, 2013,
www.imd.org/uupload/IMD.WebSite/BoardCenter/Web/213/Literature %20
Review_Transformational %20Leadership.pdf

3. Keith James and Ken Lahti. “Organizational Vision and System Influences on
Employee Inspiration and Operformance,” Creativity and Innovation Manage-
ment 20, no. 2 (2011): 108.

4. Australian Psychological Society. “Organisational Psychology,” 2016, www.
psychology.org.au/public/organisational/

5. David Archer and Alex Cameron. Collaborative Leadership: Building Relation-
ships, Handling Conflict, Sharing Control (London: Routledge, 2013).
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