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Management Assistance Group (MAG), formerly
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You Are a Manager!

Nonprofit leaders often sigh, "I wish I knew how
to manage" or "Please help me find management
systems that will run my organization more
efficiently."

They seek personnel systems, information
systems or financial systems that will somehow
take the pain out of management and reduce the
frequency of difficult decision making. The
requests typify a good manager's quest for
better management.

Yet both the wishes and the cries for help tend
to obscure the reality that these leaders are
already managers. Nonprofit leaders start to
manage the moment they put on their shoes in
the morning. They stop only when they close the
office door at night—if then. Pleas for
"systems" can permit leaders to avoid
responsibility for management tasks and provide
an excuse for not managing well.

All leaders must acknowledge that they chose to
be—or were chosen to be—managers of their
organization. No one forced them to be
managers; they agreed to accept that
responsibility to pursue a vision, accomplish a
purpose or achieve a goal.

They should also recognize that there are no
"easy outs," no magical solutions that await
managers if only they will take the right course
or read the proper book. To be sure, managers
can be helped by attending seminars and building
an acquaintance with management literature.
But leaders often come away from such
exposures exclaiming, "I know how to do that,
but I never called it that." This is simply a way
of saying that nonprofit leaders know more about
management than they admit. They need to
acknowledge that fact if they are to become
more successful as managers.

The scorn and ridicule often heaped on nonprofit
leaders for their lack of management know-how
and understanding are unfair. Nonprofit
management should be put in perspective. The
experience of the Management Assistance Group
over more than a decade indicates that nonprofit

leaders manage well when they take seriously
the job of managing and when they are prepared
to acknowledge their strengths and their
weaknesses.

In truth, no manager, profit or nonprofit, even
those who are widely experienced and "trained,"
do all of the fundamental tasks of management
well. Most managers like certain parts of their
jobs better than others, and the probability is
they will do those likable tasks first. Other
tasks are postponed, put-off or attacked
half-heartedly.

In other words, it is avoidance, not ineptness,
that is at issue, a fact that neither the nonprofit
world nor the rest of our society seems to
understand or appreciate.

Leaders of nonprofit organizations have a host of
management responsibilities. They must:

• hold paid staff and volunteers accountable
for the work they have agreed to do for the
organization,

• carry responsibility for the continued
development of their organization's resource
base,

• keep track of the organization's finances —
expenditures, income, cash and commitments,

• make sure that the staff and the board of
directors work together for the good of the
organization,

• ensure that a vision and sense of purpose are
shared by all members of an organization and

• be responsible for looking ahead and keeping
ahead.

This issue of Conserve Neighborhoods explores
these responsibilities and also reviews some of
the changes that affect all nonprofit
organizations. We hope this information will be
helpful. Nonprofit leaders need to identify what
they do well and what is lacking in their
management, checking with others who know and
serve them. By doing so, leaders can improve
their own management, delegate tasks and build
internal supports to manage their organizations
effectively.
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Passages:
Changing Organizations and Boards

Nonprofit organizations are aware of the need to
adapt to changing conditions, such as funding
cutbacks, new political realities or shifting
community needs. However, these organizations
generally do not realize that they must also
make periodic adjustments in response to their
own internal evolution.

Organizations move through specific life
cycles—or stages of development—as they
mature and grow. Each stage requires a
different style of leadership and organizational
structure; what works in one stage may not work
in another. In fact, the management solutions of
one phase often become the problems of the next.

The description of life cycles in the for-profit
world and the role of crisis in growth first
appeared in an article by Larry E. Greiner
("Evolution and Revolution as Organizations
Grow," Harvard Business Review, July-August
1972). The Management Assistance Group has
adapted Greiner's views to the growth of
nonprofit groups.

Most nonprofit organizations pass through four
typical stages as they age and develop. Each
stage represents a relatively calm period of
growth that ends most likely with a management
crisis when the organization finds it has
outgrown its old mode of operation. For
example, a group that has operated in an
informal family style faces a crisis when it
cannot coordinate the efforts of its burgeoning
staff. It responds by centralizing management
and formalizing procedures. That solution,
however, can eventually lead to a new crisis: a
reaction against the constrictions of top-down
management, which results in demands for more
delegation of authority and decentralization of
tasks. Each new stage is thus influenced by the
previous one. Management's response to each
crisis will determine largely how successfully the
group moves forward into the next phase.

Phase I; Creativity. In the early days, nonprofit
citizens organizations are characterized by
intense creativity and commitment. The founder
or founders are usually highly creative
entrepreneurs who are committed to the

organization's goals. They attract a few other
highly committed people and jump into long
hours of work rewarded by the importance of the
cause and a modest salary. Thus, management's
focus is the cause; the organizational structure
is informal; top management style is highly
individualistic; communication among employees
is frequent and informal; control systems are
limited to direct, often tangible, results; and the
rewards are primarily mission and meaning.

The flexibility that informality and commitment
permit is essential for the new organization to
establish itself. Yet, these very features contain
the seeds of future problems as the organization
grows. As the number of employees increases,
informal, sporadic communications become
inadequate. New employees are rarely
motivated with the same intense dedication as
those who were present at the creation, and
informal accountability systems are no longer
sufficient to document employee performance.
The founders discover that charisma and cause
are no longer sufficient to keep the organization
running. They find themselves burdened with
management responsibilities and demands for
more structure. At the same time, fears of
impending bureaucracy begin to surface,
particularly among the founding staff, who long
for the good old days when people seemed to
work individually with little direction and were
more effective.

At this point, the first organizational crisis
occurs. It is often a crisis of leadership.
Stronger management is necessary, but creative
founders frequently are not interested in, or
tempermentally suited to, this kind of
managerial direction. As a result, they find it
difficult to let go of their "baby" and bring in
more effective management staff.

Phase II; Direction. If an organization survives
this crisis in leadership, the next phase is
characterized by an emphasis on efficiency. Job
descriptions and employee evaluation standards
are developed, and a variety of procedures are
written and standardized. The organizational
structure becomes more centralized, and tasks
are divided into more restricted functions.
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Communication becomes more formal and
impersonal. The day of the jack-of-all-trades
employee ends. In order to accomplish these
management changes, top management becomes
more directive, delegating most tasks to others.

Although these new, more efficient operational
systems are a direct and useful response to
Phase I's era of informality, they too bring with
them the seeds of crisis that will lead to the
next phase. The hierarchy becomes too
centralized and cumbersome in ways that
prevent lower-level staff from sharing in a sense
of ownership, and this reduces the ability to
carry out their responsibilities effectively.
Procedures become rigid and stifle initiative.
Eventually, a second crisis erupts with demands
for greater autonomy and staff participation in
the organization's decision-making process. At
this point, most groups move toward greater
delegation of responsibility. This decision makes
it difficult for top managers, who prefer
directing, not coordinating, to loosen the reins of
control. Moreover, lower-level staff often find
that managing and decision making are harder
than they imagined.

Phase III: Delegation. This phase is
characterized by the organization's expansion
into new projects, new areas of service or new
communities. Most of the activity and decision
making take place at the staff level, with top
management intervening only when problems
arise or changes are required. Thus, most
management functions are now highly
decentralized. Project or field staff have
infrequent contact with top management and, in
fact, rarely see them. This delegation stage is
marked by rapid expansion and heightened
motivation at the lower levels.

Again, the accommodations that led to

successful growth within Phase III can lead to
future problems. Top management soon sees
that it is losing control of highly diversified
project and field operations. Fiefdoms develop,
little communication occurs and coordination
breaks down. "Projectitis" also becomes
rampant with the overwhelming focus on
individul project goals rather than on the overall
purpose of the organization. As a result, calls
begin to be heard for greater coordination and a
renewed sense of overall direction.

Phase IV: Consolidation. This final phase is
marked by more formal and time-consuming
planning procedures to provide the organization
with greater coherence, consolidation and
coordination. The organizational structure is
redefined to integrate programs and implement a
team approach. Top management uses a
watchdog style in which control is accomplished
through a detailed, intensive planning system and
frequent staff reporting.

This greater emphasis on coordination through
planning can lead to a red tape crisis, which
occurs when the proliferation of planning and
accountability systems begins to exceed their
utility.

Recognizing your organization's stage of
development will help your staff and board
understand why they may be experiencing
tensions, communication breakdowns or other
symptoms of internal malaise. Organizations
should realize that the stress they are
experiencing is a normal—and
inevitable—concomitant of organizational
growth, not a sign of incompetence or
pathology. Knowing an organization's position
on the evolutionary scale also helps managers
discern appropriate adjustments and prepare for
the next developmental stage.

TYPICAL PHASES OF GROWTH-

PHASE 2
DIRECTION

PHASE4
CONSOLIDATION

PHASE 1
CREATIVITY

PHASES
DELEGATION

Expansion of
Services
(Marketing)

Efficiency ol
Operations

Consolidation and
Coordination

MANAGEMENT FOCUS

Centralized and
Functional
Divisions

ORGANIZATIONAL
STRUCTURE

TOP MANAGEMENT

Performance
Standards and
Procedures

Bottom-up
Reporting/
Planning

CONTROL SYSTEM

Titles,
Promotions,
Local Autonomy

Salary/merit
Increases



What Is Your Board?

While reviewing your organization's evolution,
also reflect on the state of your board-staff
relationship. It is useful to identify the state of
this relationship using the classifications of
"following" and "leading" boards.

A "following board" is one that is willing to—or
finds it must—follow a strong staff leader. The
"founder's board" is most typical of all following
boards; its members agree to serve because the
founder is a friend or someone whose
imagination, energy and competence they
admire. However, when such a strong executive
director leaves, a following board is left unhappy
and confused. With no one to look to for
strength and direction, the board feels bereft
and unequal to the task of selecting a new
director. Anxious to fill this leadership gap, the
board hastily forms a search committee to find a
new director.

A "leading board" is quite different. Such boards
tend to lead the agency, controlling much of the
organization's staff and its work. A leading
board will often emerge when an organization is
founded not by a creative executive director but
by a group of people who perceive a community
need, band together and decide to incorporate

to meet the need. Before an executive director is
hired, fund raising and other activities have
already begun.

When an executive director arrives, the
organization clearly "belongs" to the board. "We
created it and got it funded. It's our money and
our program, and we will be watching to see how
effectively you can move without wasting money
and time," the board challenges the staff. It
may then sit back to see how well the staff does,
rather than pitching in to keep up the
momentum. The board will watch every move,
judge every action and comment on every step.

Quite naturally, an all-volunteer organization
will have a "leading board," as the volunteer
staff who conduct the agency's programs and
activities also serve on the board of directors.
When such an organization decides to hire an
executive director, a familiar nonprofit
phenomenon, the sandwich effect is created. A
new executive director is confronted with the
fact that the principal volunteer staff members
also serve as members of the board of directors.
The director must depend on them to carry out
the programs and activities of the agency, while
also being judged by and accountable to them.
The capacity of the volunteers to serve as staff
members and then to change hats and serve as
board members is limited.

Older, more established organizations also foster
following or leading boards. A following board
that survives the departure of a founder will

often become a leading board. The absence of
the director provides the board with an



opportunity to assume greater responsibility and
understand its role and power. The founder
selected the board members, but it is now the
board that must select new leadership for the
organization. The board is more senior than the
new executive director, and no executive
director will ever again be able to command the
respect and unquestionable support that the
founder received as a matter of course.

Conversely, an organization that has survived for
a number of years and is well established as a
community institution may operate with a
following board. The organization's management
is handled by the staff and a small inner core of
board members. The board mainly represents
the organization to the community and helps
raise funds. Board members, not involved
significantly in the organization's affairs,
support the agency, basking in the pride of
working with a reputable institution.

Place your board. Does your organization have a
following or a leading board, or is it somewhere
in between?

MYTH: BOARDS MAKE POLICIES
AND STAFFS CARRY
THEM OUT

If boards make policy, they do it very poorly unless the
staff has been involved from the beginning. The staff
should be expected to initiate policy, present it to the
board, carefully listen to the board's reaction, revise
the policy in response to the board or go back to the
drawing board and try again. The staff must take the
responsibility for proposing, delving into the board's
mind and shepherding the policy-making process to final
approval. If the board makes its own policy without
staff involvement, the agency inevitably has two
policies: one that the board believes the staff is
carrying out and one that the staff is actually carrying
out.

A STORY

An executive director is leaving an important service
agency she founded and led with imagination and skill.
Her board of directors is unhappy and confused and
totally unequal to the task of selecting a new leader. A
search committee hastily threw itself into the task of
replacing her, anxious to have no leadership gap. The
committee began interviews immediately and the
results were terribly disappointing. Why? What
happened?

When the organization was founded the board was small
but representative of the community, obviously friendly
and very supportive of the executive director. Since
the director knew from the outset that she wanted only
a limited tenure, she worked to expand the board and
enhance its strength, competence and diversity. But
her own strength, extremely high standards and
demands for excellence repeatedly frustrated her
effor ts to share power wi th a less knowledgeable and
extraordinarily contented board. Unable to exert
control, the board was pleased that she held power and
authority.

Shocked by her decision to resign on a fixed date, the
board had not been willing to prepare for her departure,
despite the director's pleas. When the t ime finally
arrived, plugging the leadership gap became the most
critical task for a rather panicky board. Those few
board members who had been active assumed
immediately the task of leadership. The board
chairperson headed the search committee and began
advertising for candidates. Almost simultaneously

those candidates already known by the board were
interviewed. Yet, in all this haste, central questions
about the current purpose of the organization and the
staff 's view of its probable fu ture , as well as board
members' thoughts and concerns about the
organization, were never probed. Thus, no clear picture
or vision of the agency's role in that communi ty was
developed, either for the benefit of board members or
those who might apply for the job. During the early
interviewing by the search committee, it became clear
that a division w i t h i n the board existed; some members
were looking fot- a caretaker to manage an established
inst i tu t ion, whi le others were looking for the same sort
of creative leadership that had nurtured the institution
and could be responsible for its growth.

In this case, the lack of willingness to share was not
purposeful, unlike some founders who intentionally
reserve powers for themselves and keep the board at
arm's length. In either case, one of the hardest tasks
for leaders, particularly for leaders who create an
agency, is learning to share power and authority.
"After all, I created it, I lead it and I know what's best
for the agency," a nonprofit manager will say. "The
board—people I picked to work wi th me—really don't
know enough to be able to lead it." Whether the
founder consciously discourages the board's
involvement or can't find the way to encourage it, the
results are the same. Responsibility and authority
reside principally, if not totally, with the executive
director.
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Building an Effective Board

A board of directors continually affects the
livelihood of an organization and its staff
members by what it does—taking budget actions,
making policy changes, firing an executive
director—and what it does not do—not raising
funds, not accepting responsibility and not firing
an executive director.

Many staffs also fail to understand one vital
concept: The board is the stable, continuing
element of an organization; staffs are transient.
The nonprofit sector is highly mobile, and people
move upward and on to other organizations.
Even a founding executive director will leave.
By providing for its own orderly board rotation, a
board is enduring and, as such, controls the
organization's future.

However, a board is not a simple mechanism
kept running by an occasional oiling. On the
contrary, it is a complex organization that needs
care to be effective. Staff members, especially
the executive director, must become better
board nurturers, and the board itself must strive
to become a better resource for the organization.

Unfortunately, board-staff relationships are
often difficult and perplexing. While some
boards and staffs would like more harmony in
their relationships, tension usually exists among
the volunteer, generalist board members and the
paid professional staff. This does not mean
there is something wrong with your
organization. Tension exists naturally between a
board and staff. You can take some comfort in
knowing that board-staff relationships are
difficult for all organizations.

What Boards Are
Supposed to Do

Unfortunately, there are no simple definitions of
board responsibilities. As an organization
changes, a board's role must change. Problems
shift and perspectives change. Staffing and
funding may also shift the focus of board
members' concern.

In addition, while boards have the ultimate
responsibility for the effective management of
organizations, most boards meet this
responsibility in the only practical
way—delegating day-to-day management
authority to a chief executive officer and his or
her staff. A board may even delegate long-range
planning to a staff, as it is often easier for a
well-managed staff to develop alternative
programs and preferred options and then seek
the board's approval. It is not irresponsible for a
board to allow its staff to show such initiative in
program development. Staff—chief executive
officers in particular—are often selected for just
this kind of skill.
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What boards should not delegate, however, is the
proper review of program plans and budgets and
the evaluation of program effectiveness. The
more committed staff members are, the more
their involvement in programs and operations is
likely to interfere with their ability to review
and evaluate the organization and their own
work. On the other hand, because they are free
from day-to-day tasks, board members can
review programs objectively and are permitted a
broader long-range view.

Board members also represent the interests and
needs of the public at large as well as those of
the particular constituency the organization is
pledged to serve. While the staff may not be
unaware of the general public's interest, board
members are selected because, among other
things, they hold positions in the community that
represent the broad array of public interests
affected by the organization's activity. It is in
the name of public interest that the organization
seeks and is granted its tax-exempt status.

Program and Budget Review. The board's review
of program and budget is a far more significant
and substantial activity than the word "review"
might imply. This is not a task that can be done
by skimming through a sheaf of papers just to



see that all major questions have been addressed,
income and expenses balanced and attractive
charts and schedules included. The task of the
board is to find out if orderly planning and fiscal
control exist. This task takes t ime and the
concentrated use of one's best analytical skills.

It is the board that should make sure that
programs and program plans are consistent with
the organization's purposes and goals and that
these plans are organized and detailed enough so
that objectives will be met within the
anticipated limits of resources (people, time and
money).

Boards are also responsible for reviewing
budgets. Unfortunately, too many boards pay
more attention to budget than to program,
mainly because a budget is considered more
concrete and easier to judge. In truth, a budget
cannot be reviewed meaningfully except in light
of the program it is designed to support.

The budget provides a framework for
understanding options and priorities. In
reviewing the budget the board will want to
make sure that it understands major budget
items. The board will also want to be aware of
the basis of income estimates and to pay
particular attention to the fund-raising
obligations board members themselves are
assuming. Serious errors in the budget's plans
for income and expenses can prove devastating
to organizational morale and effectiveness.

Evaluation. When the board approves a program
and budget for the year, it should also specify
appropriate times for reports on performance,
income and costs.

Such ongoing evaluation is essential to the chief
executive and other staff members who benefit
from consultation with the board about problems
in implementing a program. The board also
benefits from feedback on current operations,
letting it know of the success or weaknesses of a
program and whether that program needs extra
help. This regular feedback also keeps the board
informed about on-going activity, so that it does
not have to do a major job of self-education
when it begins the next year's review of
proposed programs and budgets.

At least once a year, a board should also
evaluate the organization's overall success,
examining completed programs or program
periods in light of the organization's purpose and
calculating the final cost of any benefits
achieved. Evaluating results helps determine
whether something must be done to adjust
long-range goals or plans.

Changing Top Management. Probably the most
important activity a board ever undertakes is the
hiring and firing of a president or chief
executive officer. Before hiring, a board must
review the organization's goals and its future
needs to outline for itself and prospective
candidates the kind of leadership the
organization requires. Even if the board
establishes a small search or selection
committee, the board should keep in close touch
with this committee and make the final selection.

Once the new officer is in place, the board
should expect him or her to manage the
organization: to create or revise the
organizational structure, hire and fire staff as
necessary and develop systems to keep the
organization running smoothly. Reviewing
programs and budgets and evaluating
organizational effectiveness will give board
members an opportunity to judge the quality of
the management of the organization. The board
may need to ask for more information about
organizational structure and management
systems, particularly when staff problems or
complaints have come to the board's attention.

A board should not hesitate to act when it has
reason to think the organization is not being
managed effectively. A strong executive may be
able to save an organization from many of the
problems caused by a weak board. But a board
that allows a weak executive to remain dooms
the organization to mediocrity. Board members
should never assume that an executive, once
chosen, automatically will relieve them of their
oversight functions. The board should not
interfere in day-to-day opor<ations; but it must
nevertheless have clear standards of
performance for the chief executive officer.

Outreach. Boards must participate, to some
degree or other, in fund raising, community
relations and public relations. Unfortunately
these tasks are often considered negatively, as
though they had little to do with the respectable
work of the organization. In reality, these tasks
follow naturally from a board member's
responsibility as a nonprofit director.

Not only must an organization be well managed
internally, it is essential that it be well known in
the community and that its reputation win
additional financial support.

All organizations need additional funding, and
board members ought to be approached for
financial support as well as fund-raising
assistance. Some will respond more willingly
than others. But everyone can help within his or
her community to improve understanding of the
organization's programs and needs.



Maxims for Nonprofit Boards

"Be neither a following
nor a leading board"

No matter how prosperous the organization or
effective its programs, the future of an
organization is jeopardized when a passive board
always agrees, or follows, the staff or,
conversely, a board dominates, or controls, the
staff.

"Don't damn'em if they do;
damn'em if they don't"

There is never a right time to bring a new policy
or program to a board; it's always too early or
too late. When presented with a new venture
before it has been thought out, the board may
seem puzzled or irritated and will request only
fully developed ideas. However, when
introduced to a coherent new policy or activity,
the board then may see itself only as a rubber
stamp.

"Do not drown
board members"

As exasperating as it may be, staff must
remember that board members are part-time
volunteers who have a finite amount of time and
energy to devote to the agency. To help the
board concentrate on the most critical issues,
the staff—and this task normally falls to the
executive director—needs to provide concise,
direct information essential to a board's action.
The board's chairperson can act as a traffic
manager, assessing the board's needs and setting
an agenda of priorities.

"Recognize the importance
of the nominating committee"

The most important board committee is the
nominating committee. Although it is often
appointed at the last minute, just before the
annual meeting, and instructed to find "some
good people," the nominating committee should
be permanent, with year-long responsibilities.
These responsibilities include developing a board
profile to display graphically the types of people
needed on the board in terms of age, sex, race,
experience, skills, education and community
representation. Board membership then can be
matched with this graph.

Open and frank discussions ought to accompany
consideration of new board candidates, taking
into account what references say—not write.
Are the potential members interested in the
work of the organization? Are they willing to
commit time and effort to the board, and do
they work well with others in a board situation?
There should also be a frank discussion with each
candidate outlining the board's expectations and
eliciting the potential nominee's expectations
and interest in serving on this board.
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"Involve all
board members"

Beware of a strong executive committee—it can
quickly become the governing body of an
agency. The board members who are not
members of the executive committee will then
perceive themselves as rubber stamps. An
executive committee ought to restrict itself to
acting in true emergencies between board
meetings and to carefully preparing a useful and
meaningful agenda for board meetings.

"Rotate board members"

An organization's bylaws should always include a
provision for rotating board members. Every
board needs new blood just as much as it needs
the opportunity to dismiss those who have served
their time. For instance, bylaws could provide
for one mandatory year off after two terms of
three years each, allowing members who have
overstayed their usefulness to leave gracefully.

"Establish a formal
board orientation process"

A formal board orientation process is a
necessary part of every board member's
effective work. The chairperson and the
executive director, separately or together, ought
to meet each new member to explain the work of
the organization, provide an overview of the
organization's history and find out about the new
board member's skills and interests. New board
members should be given manuals or handbooks
that contain the articles of incorporation and
bylaws, the most recent audit and financial
reports, the minutes of the last meetings and the
most useful and descriptive program statements
about the organization. At the first board
meeting for new members, all board members
might be asked to articulate why they decided to
serve on this board, what attracts them to the
organization and what role they see themselves
playing.

"Keep a strong chairperson
and executive director"

The two most important people in any nonprofit
organization should be the executive director or
president and the board chairperson. If one or
the other is weak, so, probably, is the
organization.

Maintaining an equilibrium of power between the
board cfiairperson and the executive director is
difficult. Strong executive directors often
hope—and conspire with the nominating
committee to ensure—that the board's head will
not be too strong. Strong board leaders often
hope—and try to influence the search
committee—to find an executive director who is
not going to grab all the power. The
organization's best interest will be served,
however, if both the board leader and the staff
director are strong.

"Do not stampede"

Staffs fear—often with good reason—the
tendency of boards to "stampede" in the
direction of some suggestion or objection of a
board member. The board may thus be led to set
policy on the basis of an idea that, because it
seems new or temporarily compelling, carries a
weight out of proportion to the thought that has
gone into it. A board that gives in to this
tendency can quickly destroy much of a staff's
energy and enthusiasm.

"Do not chase
false dollars"

Nothing leads more quickly to loss of identity
and direction than a program shaped more by
funding opportunities than by real needs and
issues. This is the organization that has asked
first "What are funders interested in?" and then
developed projects to fit those interests
regardless of the organization's true priorities.
Boards need to help staff ascertain whether
funding opportunities actually will further the
organization's goals and purposes.



Managing People

Personnel management may be the nonprofit
sector's greatest failing. There are several
reasons including the following: People who
work in the nonprofit sector are generally well
motivated and cause-oriented, so nonprofit
managers do not like "being hard on them." In
addition, because pay scales are usually low,
leaders feel guilty or ashamed of asking a lot of
their employees and volunteers.

Such nonprofit leaders miss the important point.
While they chose to manage, their staff members
chose to serve that organization's cause.
Leaders need to know that good recruitment
policies can attract well motivated and well
qualified people—candidates who will compete
for the job even if the pay is not spectacular.
They are willing to work for an organization for
the satisfaction of being involved in issues or
causes they care about. As one staff member

described these job seekers, "They're a lot of
crazies like us who would love to be doing what
we are doing."

Once they're recruited, new staff members need
to be thoroughly introduced to the organization
and to the requirements of their jobs. They need
to understand the purpose of the organization
and how they fit in. Why were they hired, what
does the job entail, what are they expected to do
— specifically? New people need to feel that
they are "on board" and fully brought into the
work of the organization. Moreover, they need
to know they will be held accountable.
Otherwise they feel unimportant and
dissatisfied. Employees, ignored by their
supervisors, will sense that little is expected of
them and suspect they are not doing well and be
unhappy — a malaise misunderstood by nonprofit
leaders.

NEW FACES AND OLD HANDS

The new board member is one of the most valuable.
The new member feels free to ask what are perceived
as "dumb" questions, which older members believe need
not be addressed, however, on close questioning, these
same members will admi t that these basic queries
should be answr "ed. They may even welcome the fresh
viewpoint brought by the newcomer.

Another value of new members is the enthusiasm and
energy they can bring to a board. They have been
challenged by the idea of serving on the board and are
often willing to do much of the laborious committee
work that may no longer challenge some of the more
experienced board members.

The principal value of those who serve more than two
years is the c o m m i t m e n t and understanding that each
brings to the organization. Having worked together,
they understand how the bo ;rd works, and they make
good committee heads. While acting as officers, raising
funds and overseeing programs, projects and
management, these members form a core of committed
workers who help senior board members guide the
organization's programs.

Those who have served more than four or six years and
are f inishing their second terms provide the board's
memory and history. Their value is in knowing what the

organization has been doing, what it has tried in the
past, what successes and failures were encountered and
what its relationships wi th other groups and people have
been. Normally, principal officers are drawn from this
group, as they are familiar with the organization's
worK, have handled committee assignments and
assumed responsibility for major board activities.

Af te r about eight years, board members may become
too famil iar with the organization's operations and
tired of hearing about the same problems over and over
again. There may be a lack of interest in being
creative or supportive of new activities. The board
member then should consider a year's leave of absence
before an additional term.

Each board develops a style of its own after members
have had t ime together and been patient with one
another. The board, like all sroverning bodies, grows,
changes and learns how to use all of its members. Too
rapid a change can disorient a board, while little or no
change car. s tymie growth to meet new challenges.
Board members must take time to understand the cares,
skills and eccentricities of their fellow members.
Otherwise, there is no opportunity 'for them to learn
how to work together and strengthen their body.
Without this development both the board and the
organization wi l l suffer.
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On-going care and nurturing of a staff help to
prevent burnout and high staff turnover.
Working for a worthy cause is not reward enough
for long hours and low pay. However, the
solution does not lie with higher pay. Sometimes
all staff members need is more recognition and a
better sense that their efforts are known and
appreciated. Sometimes more visibility or
increased opportunities for training or
professional growth are enough. And sometimes
it can be as simple as making sure the
organization's leaders recognize that staff
members are human beings with birthdays,
personal problems and a need for healthy doses
of time for themselves.

When they are cared for, staff members will
care most. When they are expected to do their
best, they will do it. If not, they should be
terminated speedily, for no nonprofit has the
resources to pay people who don't care and who
can't do their jobs. Moreover, the presence of
nonperformers undermines the whole agency.
Letting bad personnel problems fester is more
painful and destructive than taking the bull by
the horns and insisting on performance or
departure.

Nonprofit leaders can also misdiagnose the
typical staff complaint "We don't participate
enough in making decisions." Managers of
nonprofit groups tend to be sensitive particularly
to this charge, and they often respond by rushing
into democratization and collective decision
making. Endless staff meetings, proliferating
committees, protracted consensus reaching,
postponed decisions and continued dissatisfaction
result.

When staff members say they want to
participate more, they often are not asking to
share in final authority for decision making.
Rather, they simply want to share the
decision-making process, and, even more

important, they want to know that their views
are seriously considered and their ideas valued.
What often is seen as a demand for more power
in an organization is actually a desire for more
feedback and affirmation. Employees can be
given that sense of value even in the most
traditionally structured organization. Most
people accept and even want some hierarchy;
they understand that every team needs a captain
and are content as long as every team member is
also recognized. Indeed, it is a foolish captain
who does not realize that the questions,
suggestions and perspectives of staff members
are indispensable to the organization's
effectiveness.

Another "remedy" to dissension among staff is
the "staff retreat" to clear the air an., reunite.
Although this can produce temporary
rapprochement, the bickering and the
breakdowns can slowly return. Another retreat,
this time with a professional facilitator, is
tried—only to have the stress return.

The most frequent cause for this kind of
recurring anger is a lack of clear lines of
authority within the organization. Ironically, the
organizational disarray is often caused by
avoiding the real conflict—a basic struggle over
power. The organization is unwilling to sit down
and wrestle with fundamental questions of power
and authority. So matters are unresolved, and
constant skirmishing results.

This condition particularly afflicts organizations
that have family-style operations where roles
are informal and interchangeable (see
"Passages"). Unable to admit they have
outgrown the family mode of operating and
fearful of disagreements and hurt feelings, these
groups need to define roles more clearly and
learn to deal successfully with internal
differences. Conflict becomes insidious when
the real issues are not acknowledged and
confronted.

SOME RESOURCES

Quest for Funds:lnsider's Guide to Corporate and
Foundation Funding is a 20-page Conserve
Neighborhoods special issue devoted to nonprofit fund
raising. See CN order card in this issue.

The Grassroots Fund Raising Book by Joan Flanagan
includes additional strategies for fund raising, such as
choosing the right event and raising money from the
general public, as well as more detailed instructions on

mounting an event for beginning, intermediate and
advanced groups. Available for $8.75 from The Youth
Project, 1555 Connecticut Avenue, N.W., Washington,
D.C. 20036.

For more information on boards consult The Effect ive
Board by Cyril O. Houle. Available from the Kellogg
Communi ty College, Attn: Neal R. Sharp, 450 North
Avenue, Battle Creek, Mich. 49016 for $5.00 a copy.
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Funds and Funding

Financial management is the nonprofit world's
Achilles' heel. When a nonprofit agency dwindles
away or suddenly disappears, it is because
financial management has failed to bring fiscal
realities to the agency's decision making. The
leader and the board of directors have not kept
abreast of receipts and disbursements, have not
been effective or realistic about fund raising and
have not planned far enough ahead to meet the
payroll and pay the bills.

Financial management and fund raising are areas
of tremendous staff resistance. Books are often
not set up properly in the beginning and later are
not reviewed for their suitability as an agency
grows. Unqualified people are left in charge of
bookkeeping and accounting responsibilities.
They don't understand the reports they prepare,
and they don't know how to convey the
information needed for decision making. Why?
Principally because nonprofit leaders avoid the
business of finance. "I never did understand
finances" or "I can't even keep my own check
book" are typical reactions.

There are only two responses to that attitude:
Either nonprofit managers learn fiscal
management and the questions to be addressed,
or they must find people — both on the staff and
on the board — who know what questions must be
asked and what the answers mean.

In virtually every community there are qualified
accountants and CPAs who understand nonprofit
accounting and who can set up appropriate
books, help select part-time or full-time
bookkeepers capable of doing the tasks and then
train or supervise that staff as the agency
grows. But no matter how fine that help might
be, the leaders, staff and board need to know
what accounting information is required and
what questions need to be asked: Have the
withholding taxes been deposited in accordance
with the law? What are the agency's outstanding
obligations and are they shown on the report?
Have there been changes in the agency's
financial expectations or tinning? Is there cash
available to carry on operations? What are the
cash-flow projections over the next months given

the current expenditure rate and funding
expectations?

These are common sense questions. They are not
complicated issues understood only by "experts."
Moreover, in this field, plenty of technical
assistance is available; ask for it.

The chief lament of nonprofit organizations is
"We can't raise enough money." This is not
usually the fault of those who are most
blamed—the funders. Rather, this problem often
is rooted in other ills: lack of clarity about the
organization's mission or direction; failure to
reassess purposes and goals in light of changed
political, social or economic realities;
unwillingness to confront whether the
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organization is still relevant or necessary; clear
vision and creative program ideas but no
coherent strategy for realizing them or plans
that are unrealistic in light of the organization's
resources or capabilities.

Even if the organization has sound goals and a
means to implement them, other barriers may
impede successful fund raising. The most typical
is a staff that is so wrapped up in program
matters that it spends little time on fund
raising. Effective fund raising requires the same
kind of planning and care that a program
requires. Unfortunately, fund raising usually
gets shunted to the bottom of everyone's "to do"
list, and so the patient cultivation and long lead
time required to raise money are lost. The
result is a funding crisis.

An executive director will usually coordinate
fund-raising activity, but everyone should help.
If a candidate for a directorship does not want to
raise funds, a board of directors would be wise
not to offer the job to him or her unless the
board itself has done — and is willing to continue
— the fund raising for the organization. As
already stated, a nonprofit board has major
fund-raising responsibilities. So do staff
members throughout an organization, and there
are enough fund-raising tasks (research, proposal
writing, making presentations and more) to
match needs with abilities. Too frequently,
nonprofit staff members want to leave fund
raising, plus financial management and other
organizational maintenance tasks, to the
director, while still being brought into
organizational decision making. A staff's
unwillingness to shoulder financial
responsibilities — or a director's unwillingness to
share responsibility — can lead to an
overworked, burned-out executive director and a
fiscally unsound organization.

Nonprofit leaders often believe that there is
some magic in fund raising unavailable to mere
mortals. While professional fund raisers profit
from that belief, most will tell you that fund
raising requires only considerable thought,
careful planning, thorough organization and hard
work. There are many opportunities for leaders,
board and staff to attend useful workshops and
seminars, and there are excellent resources
available. (See Quest for Funds, March-April
1983)

Emphasizing fund raising does not mean that a
group should put aside its mission, changing goals
to those of a potential funder. Such a
fund-raising strategy, even if successful in the
interim, will come back to haunt the
organization. The organization that only chases

money resorts too often to activities unrelated
to its original purpose. Staff members and
outsiders question the organization's true
motives. Not only does the heart drop out of the
organization, but there is no conviction in the
fund raising. Funding eventually dries up.

Leaders should try to develop a variety of
financial resources. The more diverse its
funding base, the more secure an organization.
Sources to which an organization appeals for
money can always change their minds, and they
usually do. Probably the most fickle funding
sources are foundations, followed closely by
public agencies. Priorities for both change
rapidly. Individual contributors and corporations
tend to provide better steady support over the
years. Those who join an organization or use the
organization's services are even more reliable.
They need the organization and what it
provides. The organization certainly needs
them, and they are its most dependable source of
support.

Other Stories

One minority rights organization had all the
superficial signs of success — a growing budget,
burgeoning staff and rapidly expanding
activities. But that growth had been largely the
result of seizing whatever funding opportunities
had come along, regardless of whether the new
project was really important to the
organization's purpose. The result was
disaffected, dispirited staff members divided
into separate, turf-conscious projects with no
sense of coherence or larger purpose. They
suffered from the most degenerative disease a
nonprofit staff can have: a waning belief in the
value of their own work.

In another organization, everyone agreed that
they existed to help young people in trouble but
disagreed sharply about what kinds of youth they
were meant to serve — poor or middle class.
The organization convinced itself that it had
resolved this problem by developing a mission
statement to satisfy both camps. However,
without more definite goals, differences
remained over which kinds of programs were
most important. Against a background of
ongoing bickering, the organization's priorities
were continually questioned — resource i
allocation, fund raising or new program
development?
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Finding the Power of Purpose

The most potent ingredient contributing to an
organization's effectiveness is a clear sense of
purpose shared by all staff members.
Organization?, in essence, are a series of
relationships built around a common purpose.
Problems, including unpleasant interpersonal
conflicts and wrenching internal schisms, begin
to dissolve when people rediscover the depth of
their common vision. On the other hand,
confusion or subtle disagreement about the
organization's basic mission result in a myriad of
organizational troubles—everything from burnout
to unsuccessful fund raising to power struggles
among the staff or board.

Purpose is the organization's driving force. It is
purpose that brings people together to create an
organization, moves them to foster and sustain
the relationships necessary for effective
productive work, revitalizes them when they are
tired or discouraged and compensates them for
long hours and low pay. It translates into a
vision of what the world or society or an
environment or community would be like if goals
were realized. True purpose is always inspiring;
if it does not motivate the staff and board of the
organization, something is missing. To spend
time clarifying—or recapturing—the purpose of
an organization can thus be analogous to
recovering its soul.

Even organizations that do not slip into the
funding chase have a tendency to lose sight of
their purpose as they age and grow. Purpose is
nearly always clearest for an organization at its
start. As new people come on board and the
group get? bigger and less cohesive, the focus
tends to shift from the central purpose to
individual jobs and projects. As still greater
growth occurs it becomes even more difficult for
an organization to maintain a sense of coherency
and singularity of purpose. That is why an
organization must keep attending to its
purpose—refining it, clarifying it and making
sure that it continues to be the central
integrating force in the organization's life.

Too many organizations tend to take their
purpose for granted. It becomes a litany board
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and staff members repeat without heart or
meaning, seldom probing to see what they really
mean. They are thereby robbed of the power
that purpose brings, for they are unaware of how
deeply and strongly it is mutually shared.

This was the case for one community economic
development group. The staff was on the verge
of burnout. They were overworked, underfunded
and irritated with each other. In the day-to-day
hassle of problems, crises and petty annoyances,
they had forgotten what their jobs were and why
they had come there to work in the first place.
Of course they knew what the organization's
purpose was, but they had lost sight of how
profoundly they were committed to it and what a
powerful driving force it was for them all. At a
retreat, they were asked to answer the
questions: "Why are you here? Why are you
doing this job?" At first they joked around and
would not deal with the questions seriously.
Then, after about 15 minutes, the most
hard-nosed of the bunch broke through the
embarrassment and replied, "It may sound corny,
but. . . ." and stated what his work really meant
to him. The others then spoke in turn, each
saying something different, but the identical
message came through: No matter how they
described it, each person shared the same vision
of the community if goals were reached.
Restoring them to that sense of purpose revived
the staff's energy, commitment and fellowship.

People often confuse their group's purpose with
its mission statement. Staffs who fundamentally
differ on purpose can fool themselves into
thinking that they are in agreement by carefully
constructing a vague statement of purpose that
satisfies everyone. In fact, all they have done is
avoid or suppress the conflicts. This is an
insidious situation. It not only deludes the group
into thinking that there is a shared purpose but
retards it from coming to grips with its
differences and arriving at a true alignment.
Sometimes avoiding conflict prevents
organizations from discovering that
disagreements are really imagined. One
organization's board and staff spent a year
skirting a discussion about its basic thrust. When
they finally confronted their imagined



differences, they found that they had been in
agreement all along. Meanwhile, the strength of
their unity had been lost because they were
unconscious of it.

Differences over purpose can be so subtle they
are hard to see. However, telltale signs include
vague feelings of mistrust, tensions that cannot
be tied to anything specific, constant
communication problems or just a sense of being
out of sync. When'conflicts are brought to the
surface, people often discover that differences
are manageable. Indeed, organizations have a
remarkable capacity to live with those
differences as long as they are out in the open,
and everyone clearly agrees to disagree.

Organizations also lose sight of the bigger
picture as they are meeting day-to-day
demands. Most nonprofit groups operate in a
particularly uncertain environment in which they
must react constantly to crises and seize
opportunities. This can take them in directions
that, while attractive and even quite worthwhile,
are not critical to their basic thrusts.
Therefore, it is essential for an organization to
review its programs and activities often in light
of its purpose.

Sometimes organizations fall into the trap of
turning a specific activity into an end in itself.
In this instance, the group may wind up with a
successful activity, but one that contributes
little to its core purpose.

Many organizations also make the mistake of
thinking that their purpose is only important to
the people involved in their substantive
programs. Indeed, complaints from
administrative and support staff about feeling
unimportant and excluded often stem from a
failure to make sure that they, too, are clear

about the group's purpose and understand the
essential roles they play in its realization.

Given all the things that can blur a purpose or
get in the way of a powerful sense of mission,
the question remains: How can an organization
make sure that its purpose is clear, shared by
everyone and reflected in all its activities? We
know two keys: One is leadership. The other is
periodic "purpose checks."

Effective directors understand that perhaps their
most important role is to serve as the custodian
of purpose. The leader makes certain that the
organization is embued with a strong, clear sense
of mission and that everyone understands the
larger context in which all jobs are held. When
that happens, the normal centrifugal forces in
organizational life (particularly the gradual loss
of cohesion that accompanies growth) can be
counterbalanced successfully. For example,
there is a major national advocacy organization
that has a large, complex and departmentalized
staff. The organization functions as a single
organic whole, because its leader has done such a
splendid job of aligning the entire organization
behind one shared vision.

Although the executive director of an
organization normally serves as the keeper of
the vision, sometimes the board must play this
role, especially when the staff has lost a sense of
the overall mission.

The second key to preserving the power of
purpose is regular check-ups. Indeed, it is
essential that an organization set aside some
time at least once a year to reexamine its
purpose, reassess its programs and ensure that it
is doing those things most critical to the
achievement of its vision. That is the essence of
planning.

Rest in Peace

Organizations develop an extraordinary
institutional will to survive, a healthy
characteristic if it gives an organization drive
and a willingness to look ahead and plan.
Unfortunately, institutions sometimes need to
dissolve when they have completed the work
they have set out to do. Yet an institution
rarely considers this possibility. When an

agency's work has been completed, boards of
directors bear a particular responsibility to
assess the further need for that agency. Boards
also need to consider whether specific goals are
beyond an agency's capacity or, perhaps,
whether the organization's services are still
needed.

Nonprofit leaders hold on tenaciously and
painfully to institutions that may no longer be
critical to the achievement of their initital
vision. There should be satisfaction in seeing
that an organization has served its purpose and
that it now can be closed down.
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Planning:
Looking Ahead and Keeping Ahead

n

Looking ahead so you ean stay ahead is called
planning. It is also called budgeting. But for
many leaders, budgeting has little to do with
planning, and planning is something you do
because you are supposed to. Both planning and
budgeting have lives of their own, unrelated to
what the agency is really doing. Yet both are
inherently and intrinsically related to the
agency's programs and its operations. The trick
— and wisest course — is to use both planning
and budgeting as the vital connecting links
between the agency's purpose and its ongoing
work.

Many nonprofit groups both overrate and
undervalue the importance of planning. Either
the executive director frantically puts together
a plan to satisfy a funding source, or the staff
develops a plan to please the board or allay the
executive director's anxieties. If everyone puts
time and energy into the process, they resent it
later because the plan may be ignored or
modified.

Planning can get complicated, particularly in
large organizations, but it still can be simple.
Because it generates demands for ideas and
information from busy people who are struggling
to do things, planning can be an obstacle not a
support. Managers need to be aware that
planning can seem irrelevant to the staff.
Special efforts to keep planning real and related
can engage and excite both board and staff.

What organizations generally do not realize is
that the plan itself is less important than the
process. When the annual planning process is
done well, the organization reexamines what it is
about, where it currently is in relation to its
purpose, where it now needs to go given changing
circumstances, and how it plans to get there.
This process realigns the board and staff with
the organization's purpose, instills in them new
clarity about their jobs, gives them a sense that
their goals are attainable, shows them a strategy
for getting there and reaffirms the value of what
they are doing. The plans may then go into the
filing cabinet, perhaps until the next annual

planning retreat, but the sense of purpose
produced by the planning process will guide and
fuel the organization throughout the year.

Sometimes planning may seem a bit foolish
because it ignores an agency's fragility: "What
are we doing planning when we don't know if
we're going to be around next year?" The truth
is that those who don't plan probably won't be
around. Managers can use t ime set aside for
planning — and time does need to be set aside —
to help generate a belief in an organization's
future. As that belief takes hold, planning can
generate incredible energy and increase the
probability of ongoing life.

Budgeting translates planning into the financial
and operating realities of the organization. It,
too, can be a hassle, because it is demanding on
the whole organization. The board and the staff
must set the goals, and the staff leaders must
develop budgets for their own offices in response
to these goals. Bookkeeping and administrative
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staffs must provide the nuts and bolts
information about programs so that next year's
budget can be realistic and practical. But the
budget, in the final analysis, will be the
manager's most useful guide as the year
progresses. It gauges where the organization is,
what it can do and what constraints confront it.
As the financial expression of an organization,
the budget may need to be adjusted as the year

progresses,
budget.

If the plan changes, so must the

Clearly, if planning and budgeting are not done,
the agency will neither move ahead nor survive.
Neither function is really difficult. Moreover
planning — perhaps less so budgeting — infuses a
new sense of continuity, the excitement of
realizing that the organization can and is moving
ahead.

GOOD LUCK

As promised, Steering Nonprofits has not
provided you with any magical solutions or
systems. The burden of being an effective
manager remains on your shoulders.

We hope Steering provides you with a better
understanding of the dynamics and evolution of
nonprofit organizations and some perspective on
the tensions and crises you may have
experienced.

We also hope Steering gives you a framework for
reviewing and improving your management
skills. An important cause attracted you to the
nonprofit world. As you undoubtedly realize, you
can advance that cause only by giving needed
attention to the business of management.

Best wishes from—

The Management Assistance Group
and the CN staff.
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