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As the Bamboo Grows

he Shoalin Masters of

China could jump from

a standing position to

three times their own

height, a Goal Planner

report (www.goalplanner.net) tells

us. That's close to 20 feet in the air,

the report points out. How is that
possible?

The secret is simple. The Shoalin
Masters began training at a very
young age. At the start of training,
bamboo was planted, and each

The problem may not be that the
goals are too high. Instead, the trou-
ble may be just the opposite. The
goals may be too predictable, too
cautious, as Paul Lemberg suggests
in “Seven Ways to Be Unreasonable”
(page 29). The only way to create
breakthrough results, he assures us,
is to set goals that are unreasonable.
There’s nothing wrong with being
reasonable, he says, except that it's a
poor guide when designing actions to
push the future. Being reasonable

!

Unreasonable thinking
doesn’t mean un-thinking.

student jumped over a bamboo plant
every day. As the bamboo grew, the
students were forced to jump a little
higher. They couldn’t quit for the day
till they had reached the goal.
Eventually they could leap to incredi-
ble heights.

This story has two morals: Set
your goals high. And work toward
them every day.

Too often people become over-
whelmed by lofty goals and give up.

will help you feel safe in the sense of
knowing that your actions will turn
out pretty much as you expect. But
what is predictable has, by definition,
been done before. And what has been
done before is unlikely to make much
of a difference in the future.
Unreasonable thinking doesn't
mean un-thinking, Lemberg makes
clear. It means exploring, pushing
the envelope, taking a chance.
Instead of starting to build a bridge

from where you are now, why not
decide where you want to go and
then worry about creating that
bridge?

That's what Debbie Gisonni, the
woman on our cover, did. At the peak
of a high-paying, prestigious career,
Debbie left it all behind to follow her
dream and make a real difference in
the world, as she explains in “How to
Ignite Entrepreneurial Spirit in Your
Organization” (page 23). What
emerged was Real Life Lessons
(www.reallifelessons.com), dedicated
to helping people change their lives.

You can harness the same entre-
preneurial zest to make break-
throughs in your organization. Take a
recess from day-to-day details, and do
some dreaming. As Andrew Swanson
observes (page 15), “Leaders of
organizations need to spend a good
bit of their time looking out of the
window.” Such big-picture thinking is
the only way you'll break free of old
ways of doing things and make that
creative leap into the future.

Most people look to what they
know they can do as a guide to what
they will do. Instead, decide what
you really want to do. Ask: What
would make work worth working at
and life worth living? Then figure out
howtodoit. m
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Jill Muehrcke

Editor, Nonprofit World
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What Every Nonprofit Director and Manager Should
Know about Effective Governance for Nonprofits

Nonprofit Governance Library Just

# ZABBA 2002 7x 10 Paperback Product Code: 5070392P P Ubl ' S h e d
Se”gst $99.95 (1-9 copies); $89.95 (10 - 25 copies)
-

This Library, including three publications, Guidebook for the Directors of Nonprofit Corporations, Second
Edition; Nonprofit Governance and Management; Nonprofit Resources: A Companion to Nonprofit
Governance, offers legal guidance on directors' duties, rights, risks and obligations; practical how-to-
commentary; sample forms and letters; handy checklists; and pointers for both nonprofit directors and
staff. Also, the third title in this Library is a reference listing books, handbooks, professional journals,
government publications, foundation reports, case and statutory citations, and Internet sites related to
nonprofit governance. The Three publication titles within the Library are described as:

1) Guidebook for Directors of Nonprofit Corporations, Second Edition
By the Committee on Nonprofit Corporations, ABA Section of Business Law
2002 280 pages 7 x 10 Paperback

A new edition of the ABA's most popular title, this accessible guidebook is designed for directors and
prospective directors of all types of nonprofit corporations. The Guidebook, written in plain-English
commentary, addresses general legal principles and corporate governance issues to provide nonprofit
directors with a comprehensive understanding of their roles. The new Second Edition adds full-length
chapters covering today’s changed political and legal environment for nonprofits; tax ramifications of
profit and joint ventures; employee relationships, laws, and policies; duties of directors in special cir-
cumstances such as change-of-control events and bankruptcy.

2) Nonprofit Governance and Management
Edited by Victor Futter, Judith A. Cion and George V. Overton
2002 744 pages 7x10 Paperback

This updated edition of Nonprofit Governance-The Executive’s Guide expands the scope of its popular
predecessor to address issues relevant to both directors and managers of nonprofits. Drawing on the
expertise of nonprofit executives, directors, lawyers, and other professionals experienced in organization
and management, this new edition offers step-by-step guidelines, sample forms and letters, handy check-
lists and pointers to additional resources. Topics include accounting, board and committee operations,
grant writing, Internet laws, liability, membership, mission statements, state regulations, and much more.

3) Nonprofit Resources: A Companion to Nonprofit Governance

Edited by Victor Futter

2002 80 pages 7 x 10 Paperback

A reference containing hundreds of helpful up-to-date listings of books, handbooks, professional
journals, government publications, foundation reports, case and statutory cites, and Internet sites.

Each entry includes complete bibliographic details to guide you straight to the information you need.
Entries are arranged by topic for quick, convenient look-up. Topical coverage includes accounting,
charity, directors, effective boards, fiduciary duties, governance, health care, hospitals, information
flow, lobbying, membership associations, nominating committee, orientation, private foundations,
records retention, and more!

ORDER TODAY!

Visit www.abanet.org/buslaw/catalog/pubs.html
to learn more about this publication and others in the Business Law Section.

References may be kept up to date through periodic supplementation, revisions and companion volumes sent on approval. Any supplementation issued within three months of
purchase will be sent at no additional charge. You may change or cancel any upkeep service at any time by notifying the American Bar Association in writing.

AMERICAN BAR ASSOCIATION

’ www.ababooks.org Publications Orders /&
L Phone: 1-800-285-2221 P.O. Box 10892 )
SEEREELS Fax:  1-312-988-5568 Chicago, IL 60610-0892  Tuindue
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THINGS to do Monday

Six Things to Do Next Monday

Here are a few concrete things you can do right now to begin transforming your organization.

Ask your board members to name the board’s three critical purposes. Then
give them copies of “What Are the Board's Three Essential Functions?” on page
15. At the next board meeting, have board members discuss what they learned.

Check your hiring practices to be sure you aren’t risking employment-
related lawsuits. See the legal advice in “How to Hire the Best People without
Breaking the Law” (page 17). Also see “Failure to Post Job Supports Case of
Bias” (page 8).

Get in touch with your inner entrepreneur, and help your staff and board
do the same. Together, consider new ways to make and save money. See
“How to Ignite Entrepreneurial Spirit in Your Organization” (page 23).

Scrutinize the safety training you provide for your staff—both paid and
volunteer—-so that you don't open yourself up to expensive lawsuits. See “No
Good Deed Goes Unpunished” on page 36.

Make a big breakthrough by thinking beyond the usual. For inspiration,
see “As the Bamboo Grows” (page 2) and “Seven Ways to Be Unreasonable”

(page 29).

If you're considering a big purchase, decide whether the expense makes
sense in the long run. See “Is That Expense Justified?” on page 26. m
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LETTERS to the editor

Proud of
Poor Enterprise Score

| am shocked by a number of utterances in your
article “Nine Entrepreneurial Mistakes that Can Kill Your
Organization” (Vol. 20, No. 3). The idea that nonprofit
organizations should start businesses just to attract
funding doesn’t sit well with me. Since when is earning
money more important than benefiting the community?
“Money comes first” seemed to be the main thrust of the
article, although 1 also learned some other “lessons,”
most notably:

« Nonprofits should concentrate on being “businesslike”
rather than serving others.

« Instead of writing grants, just start a business, and it
will solve all your organization’s problems.

« Be willing to risk everything, including people’s jobs
and the well-being of the people your organization
was meant to serve.

e Your clients are no longer your clients but are now
your “customers,” and it's more important to get their
money than to help them.

« When pricing your services, set the prices as high as
possible, even if your clients will no longer be able to
afford your help.

e |f you're unsure about starting a business, just go
ahead anyway, and let the chips fall where they may.

| am proud of the poor score | got when | took your
“test”! My organization, thankfully, isn't into entrepre-
neurial ventures. We still run our organization the old-

fashioned way: Our clients come first.
Arden Fitch via e-mail

Beyond the Day Job

A recent comment in the Minneapolis StarTribune
should have raised a red flag and a few eyebrows in the
nonprofit world. Noting the looming decline of corporate
philanthropy, Ron James wrote:

We are witnessing the retirement of yet
another generation of civic-minded corporate
leaders who are being replaced by talented
leaders lacking the same community memory.

As one of these memory-challenged leaders of a
younger generation (and of a company recently complet-
ing a major acquisition), | take issue with this state-
ment-not because it's untrue but because it's incom-
plete. It fails to offer the WIIFM to inspire younger lead-
ers to develop a community memory in the first place.

WIIFM (pronounced “whiff-em”) is one of those
annoying acronyms | vowed I'd never use, but the
“What’s In It For Me?” question is the perfect segue to
turn Mr. James’ cynical observation into positive action.
When emerging leaders realize how philanthropy devel-
ops leadership skills not learned through their craft of
widget-making, a commitment to nonprofit efforts will
follow. In my 10 years of volunteerism, I've seen WIIFM
manifest itself in two ways:

1. Philanthropy builds credibility. As a young
manager at General Mills, | was eager to demonstrate my
ability to lead, despite my age. | sought out and joined a
local theater’s board of directors, where | had the oppor-
tunity to work with entirely new projects, issues, and
people, reaching well beyond my day-job duties. I dis-
covered new leadership abilities, deeper empathy, and
greater creativity.

But more important than the type of work done at
the theater was the permission to do the work. Many
nonprofit organizations are grateful for anybody to step
up and contribute, regardless of formal title, size of bank
account, or age. This permission to exercise immediate
leadership translated into a confidence | would have
spent years, instead of months, developing.

In addition to building confidence, working for a
cause defined me in my company. Nonprofit work lets
others differentiate you among your peer group. And
compared to other distinguishing characteristics (the
triathelete, the one with the bad hair, etc.), a person who
volunteers is universally appreciated.
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2. Philanthropy provides a common mission.
The second benefit of commitment to service is organi-
zational in nature. At General Mills, it's sometimes diffi-
cult to rally everyone around an organizational self.
Recently, we experienced a powerful surge of purpose
when we established a philanthropic relationship with a
community-based school. We helped promote the school
and provided mentoring and fundraising support through
our corporate “Boxtops for Education” program.

The outpouring of energy and commitment from all
levels of our company has been tremendous as our now-
unified team members apply their talents to a common
mission. In this case, the WIFFM is our new sense of
solidarity, which we can use to drive change throughout
our company.

It's true, as Mr. James suggests, that something’s
missing in many of our new leaders. Too often people
are promoted into leadership positions because of their

business results rather than their ability to motivate
others. We've thus created a generation of leaders fully
equipped to “do” best, but less equipped to lead best.
Philanthropy and corporate citizenship provide the miss-
ing pieces. Leaders blessed with a better “community
memory” need to remind their successors “what's in it
for them.”

Jeff Peterson

Director of Promotion Marketing
New Ventures & Loyalty

General Mills, Inc.

Minneapolis, Minnesota

Nonprofit World = Volume 20, Number 5 September/October 2002 = Published by the Society for
Nonprofit Organizations = 5820 Canton Center Road, Suite 165, Canton, Michigan 48187
734-451-3582 * WWW.SNpo.0rg

ComingUp

IN NONPROFIT WORLD

Managers Must Become Multicultural
How Responsible Is Your Investing?

A Creative Way to Save Money: Step Paying State Unemployment Taxes

Your To-Do List for the Coming Year

CEO Or President? Which Has More Impact?

How Big Should Your Board Be?

Beware of Faux Fundraising Consultants!

Reviewing the CEO: A Guide for Nonprofit Boards

Hire the Best, But Hire with Care
Farewell to the “Client Worker”
Driving Traffic to Your Web Site
Classify Workers with Caution
Time to Change Jobs?

And Much, Much More!




ASK the experts

Fear of Fundraising

As a board member, should you push for that large gift?

I know that my obligation as a board member includes
WM raising funds for my organization. But | have a hard
time pushing people to give a large gift. I'm worried

that the next time they ask me for a large gift for some

other cause, | won't be able to respond favorably.

m Suppose some-
one doesn’t
respond favor-

B ably to vyour
request. Would

you think less of that person? No,
because you've done your job. You
have presented the cause and offered
the opportunity. The cause may not
be a priority for the donor.

Remember, too, that few gifts are
major. A wise asker can nurture a
small gift into a large gift. A major gift
is rarely made on the first visit.
Recognize that the objective isn't
to obtain a donation but to develop
a donor.

Nobody likes to be rejected. But
what really happens if someone
chooses not to give? Will the organi-

zation cease to exist? No. The organi-
zation will go on. If we have numer-
ous people to solicit, we don't expect
a home run with each. A “no” is an
opportunity to deal with the objec-
tions and begin negotiations.
Ebbe Marquardsen, Fundraiser
2407 Woodward Ave., Unit 13
Burlington, Ontario, Canada L7R 4J2

Ebbe Marguardsen is the author
of A Practical Guide on How to Raise
a Pile of Money for a Good Cause. To
order, contact him at the above
address or at 905-336-6499 (phone)
or 905-336-6495 (fax).

Credit Cards for Conferences

Each year we hold an annual conference at which we
have many attendees who “pay at the door.” Since

we’re a nonprofit organization, we've been told by
B local banks that we can't obtain an account to accept
credit cards for registration fees.

As our organization grows, accepting only cash or checks at the
conference site is both cumbersome and potentially risky. Many atten-
dees are also inconvenienced by the restriction of no credit cards.

My question is: How do other organizations handle this problem,
and are there ways to obtain a temporary account once a year for the

conference?

Thank you for helping us prepare for future conferences.

Judith Howell, Assistant Director

Travel & Tourism Research Association, Salt Lake City, Utah

We've checked

with a number of

B organizations that

hold annual confer-

B ences to see how

they handle the

credit card problem. What works

best, they say, is to talk directly to the

credit card company and arrange

with the company to set up an

account for your event. It may also

be possible to set up an account

through the hotel at which you hold

the conference, but this is much

more of a hassle. The best bet is to

work directly with the credit card
company of your choice.
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FIRST alert

Failure to Post Job Supports Case of Bias

Because her employer didn't post a job, an employee can
sue for age discrimination, a federal district court in
Philadelphia has ruled (Keen v. D.P.T. Business School, E.D.
PA, No. 00-3758). A 50-year-old woman claimed she was dis-
criminated against when the school for which she worked
picked younger people for two positions instead of promoting
her.

The school admitted that it didn’t post the positions and
that the claimant was unaware of the openings until others
were selected. The school had no formal procedures for promo-
tions. The Court said that “such informal and secretive proce-
dures are suspect” and allowed the woman to sue the school,
even though she never applied for either job.

This case highlights the importance of having written
employment policies, including formal procedures for hiring
and promoting people. For more information, see www.non-
profitissues.com. Also see “How to Avoid Age-Discrimination
Lawsuits” (Vol. 15, No. 6) and “Is Your Organization Lawsuit-
Proof?” (Vol. 20, No. 1), available from the Society’s Resource
Center, www.snpo.org, 734-451-3582.

Arbitrate, Don't Litigate

Two recent rulings uphold the legality of arbitration agree-
ments, even when employees resist. In both cases
(Microstrategy, Inc. v. Lauricia, No. 00-2297, 4th Circuit, and
Hightower v. GMRI, Inc., No. 01-1302, 4th Circuit), the employ-
ees had signed agreements containing mandatory arbitration
clauses. Thus, the court ruled that they must arbitrate, rather
than litigate, their discrimination complaints.

These judgments highlight the importance of having your
employees sign arbitration agreements. Arbitration saves time
and money and is an effective way to resolve conflicts. See
“Arbitrate, Don't Litigate,” available from npa@gandglaw.com.
Also see “Eight Steps to Managing Conflict,” Nonprofit World,
Vol. 20, No. 4.

Get with the Lingo

Workplace lingo has changed as the meaning
of employment evolves. Lest you be caught
behind the times, add these New Economy terms
to your dictionary:

Independent contractor: It was a legal
term that essentially meant “not an employee.”
But job duration is much shorter these days, and
more people work independently by choice,
chance, or circumstance. All workers today are,
in a sense, independent contractors.

Consultant: It once meant an unemployed
white-collar worker. It's now a common term
referring to independent workers.

Permalancer: This is someone who begins
as a contract worker and decides to maintain
that status even when offered a traditional job.

Techno-cowboy: This is one of many Wild-
West labels for IT and new-media freelancers.
Other such terms include lone ranger, informa-
tion backpacker, and even 1099er (for tax status).

Corporate yentas: These are New
Economy agents who connect people to projects.

COBRA babies: This term refers to children
born during the 18-month window when their
parents are still covered by their former employ-
er’s health insurance.

—adapted from Monster.com

E-Mail OK to Acknowledge Gifts

A nonprofit may acknowledge a contribution
via e-mail, the IRS has confirmed (IRS
Publication 1771, “Charitable Contributions—
Substantiation and Disclosure Requirements”).
For gifts of $250 or more, the nonprofit must also
send the donor a written receipt.



Nonprofit Saves Itself with Subsidiary

A nonprofit Internet service provider (ISP) has
regained its exempt status by reorganizing itself. The ISP
lost its exemption in 1998 when the IRS ruled that its
primary activity didn’t further its exempt purpose of
providing free or affordable Internet service to low-
income users.

To correct the problems, the ISP established a sub-
sidiary and transferred all nonexempt functions to it.
The IRS reinstated the ISP’s exempt status and even
relieved the ISP of unrelated income taxes applied dur-
ing the years it carried on non-exempt activities (IRS
TAM 200203069).

“Here’s an excellent example of what can be accom-
plished with subsidiaries,” according to a Gammon &
Grange legal adviser. “Through a well planned and exe-
cuted reorganization, this ISP managed to save itself,
plus all its exempt and nonexempt functions.”

If your organization conducts any activities that
don’t further your mission, consider spinning them
into a subsidiary. See “Subsidiaries and Nonprofit
Affiliates,” available for $20 from Gammon &
Grange Law Offices, 8280 Greensboro Drive,
7th Floor, McLean, Virginia 22102, 703-761-5000,
npa@gandglaw.com.

Form 990 Inadequate, Says GAO Report

In a report requested by the Senate Finance Committee, the
General Accounting Office has reviewed oversight of charities and
made recommendations for improvement. The report (“Tax-
Exempt Organizations: Improvements Possible in Public, IRS and
State Oversight of Charities,” Report GAO-02-526) finds that Form
990, the annual return filed by charities, doesn’t provide enough
information for oversight and advises caution in using data derived
from it. It also finds that the IRS lacks “results-oriented goals and
strategies for its oversight of charities” and that inadequate data
sharing between the IRS and state charity officials is a problem.

The report recommends that the IRS develop results-oriented
goals and measures for oversight as well as procedures for sharing
data with the states. It also suggests that the IRS improve the relia-
bility of the data it collects from the charitable community.

Organization Not a
Charity, Says Court

In a judgment that could lead to
more scrutiny by the IRS, the U.S.
District Court for the District of
Columbia has ruled that an organiza-
tion that helps donors make gifts to
charities doesn’t qualify as a charity
itself. The Fund for Anonymous Gifts
isn’'t a charity because it doesn’t have
broad public support, the Court ruled.
Instead, the group relies on a small list
of people who are known personally
to its trustee. The ruling could make it
more difficult for other organizations
to achieve charity status.

NONPROFITS CAN NOW ACCESS THE INTERNET

through a service provided by the

SOCIETY FOR NONPROFIT ORGANIZATIONS

You will have unlimited access for $15.95 per month.

For more information, contact the Society at 734-451-3582
or visit the Society Web site at www.snpo.org.
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FUNDRAISING forum

Fundraising Foundations: What Are They,
& How Are Nonprofits Using Them?

A groundbreaking study sheds light on the nonprofit world's best-kept secret.

BY EUGENE H. FRAM

onprofits that have
established—or want
to establish—their own
fundraising foundations
have little information to
help them. Although thousands of
such nonprofit offsprings exist, virtu-
ally nothing is known about why they
succeed or fail.

The author searched the litera-
ture and turned up just one article on
the topic, written for a Canadian pub-
lication in the mid-1990s. In the arti-
cle, the writer referred to connected
nonprofit organizations with funding
responsibilities as “parallel founda-
tions.™ For example, a nonprofit hos-
pital that sets up a foundation to
solicit funds and conduct fundraising
events is creating a parallel founda-
tion. These foundations are distinct
from subsidiary corporations operat-
ed by nonprofit organizations, often
for profit-making purposes, such as
Salvation Army retail stores.

To develop much-needed infor-
mation on these foundations, the
author conducted a field study in the
Rochester and Buffalo, New York,
metropolitan regions. A total of 47
parallel foundations were identified

Nonprofit World < Volume 20, Number 5 September/October 2002
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in these two regions, and personnel
in 26 of the organizations agreed to
be interviewed.? The interviews were
designed to answer four important
questions:

Question I:
What are the
characteristics of
parallel foundations?

The study included foundations
for a variety of nonprofit parent
organizations—hospitals, universi-
ties, nursing homes, human service
agencies, and one trade association.
Nearly half (12 of 26) were estab-
lished since 1990, indicating a recent
and growing interest in this organ-
izational format. The oldest was
created in 1955.

The median (middle) foundation
in the study had the following profile:
$1 million to $5 million in assets and
annual allocations of $400,000 to
$500,000 to the parent nonprofit. On
average, allocations to the parent
nonprofit amounted to less than 2%
of the parent’s operating budget.
Five organizations made allocations
amounting to more than 4% of the
parent’s operating budget, with two
of these five providing support of 15%
and 25%. The remaining seven paral-

lel foundations allocated nearly all
their funds to parent capital expendi-
tures or special programs.

The majority (18 of 26) had five
or fewer full-time personnel. The
largest professional staffs (six and
eight-person staffs were the biggest
reported) were employed by higher-
education institutions.

The data show a strong 10-year
trend for establishing parallel foun-
dations, with most providing only
modest support for parent operating
budgets. Many of these foundations
(about one-quarter) earmarked all
their allocations for capital expendi-
tures and special programs.

Question II:
Why are parallel
foundations developed?

The only article in the literature
lists nine reasons why a nonprofit
might establish a parallel foundation.®
In the field study, interviewees were
asked to respond to each of the nine
reasons. Their replies follow. The
numbers in parentheses show how
many agreed with the statements.

Reason 1: The parent nonprofit
wants a different group to manage
its private funds to keep them sepa-
rate from government funds. (16)



Nearly all the public institutions
in the study were concerned that
funds raised through the parent
organization would be viewed as
earned income, which would result in
decreased funding from public
sources. New York State law, for
example, prohibits public colleges
from combining government funds
with monies generated through out-
side fundraising. In addition, one
public university indicated it couldn't
directly accept gifts greater than
$25,000, an unusual restraint that was
perhaps placed by a local governing
board. Thus, for these institutions,
separate organizations were needed
to deal with outside funds. Also, state
regulations restrict the way funds can
be invested, and having a separate
foundation provides more latitude for
investment risk.

Respondents from health-care
organizations stressed that, for them,
parallel foundations are virtually a
requirement. Otherwise, any money
raised by the parent organization
from outside sources would result
in a decrease in Medicaid reimburse-
ments. An added benefit is that
parallel foundations let donors target
their gifts to specific causes.

Reason 2: The parallel founda-
tion is an affirmation to donors
that the nonprofit will have
longevity. (12)

Of the dozen respondents who
agreed with this statement, three
said longevity was a minor reason for
establishing their foundations. A
fourth said that longevity was not
initially a reason, but the concept
later became a part of the founda-
tion’s philosophy and a benefit
described to donors. A fifth respon-
dent identified his parallel foundation
as the “new kid on the block,” and
said staff members use its existence
to assure donors the foundation and
its parent are here for the long term.
Others reported that parallel founda-
tions have the following benefits:

= They give a sense of security to
donors hesitant to give to a small
organization.

e They provide a way to recruit
larger donors.

* They help the parent institu-
tion gain recognition as a “sacred
cow” in the community.

e They develop respect for the
parent because it has established a
separate entity to manage its funds.

* They serve to symbolize that the
organization is legitimate.

Reason 3: Members of the par-
ent board don’t view fundraising as
apriority. (12)

Almost half of respondents said
they established parallel foundations
because the parent board was unable
to raise funds, based on two scenar-
ios. In the first, “Given the stringent
regulations of the health-care unit,

board members were busy bringing
everything up to code.” In the sec-
ond, “According to their charter,
board members aren't allowed to do
fundraising.”

Reason 4: The nonprofit wants
to launch a capital campaign, and
the foundation can recruit volun-
teers experienced in developing
capital funds and assets. (11)

Almost half of respondents said
special skills were needed for capital
campaigns or special projects. They
concluded that the foundation format
was essential to recruiting profes-
sionals with the fundraising expertise
required. In two cases, local chapters
were asked by their national group
to establish parallel foundations
because such foundations can more
easily promote community involve-
ment. In another case, a nonprofit
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wanted to establish a planned-giving
campaign and needed a foundation to
attract a planned-giving professional.

Reason 5: Assets of the non-
profit can be protected if a legal
suit is brought against the parent
organization. (11)

Isolating parent assets from legal
suits is a major reason to create par-
allel foundations for nine of the 11

respondents. The other two indi-
cated that legal suits weren't a great
concern but that the foundation pro-
vides a welcome safety feature.

Reason 6: Board members don’t
have the time or expertise to raise
and manage funds. (10)

In nine of the 10 situations, board
time was a core motivation for form-
ing parallel foundations. A typical

—
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Are you missing one of your most
important membership benefits?

Every month the Society sends members our
monthly funding newsletter, Nonprofit World
Funding Alert. Funding Alert gives you timely
information on new grant opportunities as well as
current profiles of leading foundations.

We want to send you Funding Alert each month.
If you are not receiving Funding Alert or your e-mail
address has changed, please take a moment to e-mail
us at info@snpo.org with your name and current

Don't miss another issue of
Nonprofit World Funding Alert
e-mail us today!

response was that board members of
the parent were too busy running the
organization to deal with fundraising.

Reason 7: The foundation board
can manage financial resources bet-
ter than the parent board. (9)

There was no equivocation from
the nine respondents about this
issue. One commented, “The only job
of the foundation is to raise and man-
age funds. Such a focused job allows
them to manage assets more effi-
ciently than the parent.”

Reason 8: The parent nonprofit
is capable of raising operating
funds but not capital or endowment
funds. (8)

Nearly one-third said using a par-
allel foundation to focus on capital
and endowment dollars was a major
motivating factor. In all eight cases,
the foundation was established after
the parent board had some experi-
ence with raising operational funds.

Reason 9: Miscellaneous. (3)

One organization said it estab-
lished a foundation so that it could
hire fundraising specialists at higher
salaries than it paid employees in
the parent nonprofit. Another reason
cited by respondents is flexibility in
being able to conduct fundraising
events.

Main Reasons to Start a
Parallel Foundation
In summary, it appears from
interviewees’ responses that parallel
foundations are developed when:
e Privately donated funds and
public funds can't be commingled.
e There is a community percep-
tion that the parent nonprofit
organization might not be stable
over a long period.
e Parent board members are un-
able or unwilling to be involved
with fundraising.



The foundation provides a welcome safety feature.

= The parent nonprofit needs to
raise capital or special program
funds.

= Assets may need to be protect-
ed from legal suits.

e Funds must be more effectively
used or managed.

Question llI:
What challenges do
parallel foundations face?

1. Recruiting board members is
the most pervasive challenge facing
parallel foundations. Sixteen of 26
interviewees listed it as their top
challenge. Their main concern is to
achieve a diverse board. Diversity
means more than race, age, and gen-
der, interviewees noted. Diversity
also means having board members
with the right mix of contacts, wealth,
wisdom, and fundraising skills.

One parallel foundation pointed
out that its parent’s bylaws make
recruiting foundation board mem-
bers difficult. Any new member
has to be approved by a majority of
both boards. Also, any increase in
the foundation board’s size requires
an increase in the size of the parent
board.

2. The second major challenge
is that foundation board decisions
may not be congruent with those of
the parent board. This problem was
reported by half of the 26 respon-
dents. Their comments, paraphrased
below, show that conflict between a
parent and its offspring develops in
myriad ways:

* The foundation board feels the
parent board doesn’'t spend funds
wisely.

e Because volunteers on both
boards try to avoid conflict, fast-

talking “bullies” control how
money is spent, which may not be
the best way to use the funds.

= The boards disagree on whether
to emphasize short-term spending
or long-term asset growth.

* Some of the foundation’s fund-
raising events may be considered
too “low brow” by the parent
board.

e The parent organization pays
the foundation staff. When the
foundation needs more staff, the
parent won't provide funds to hire
additional personnel. Issues involv-
ing physical space allocations can
also lead to conflict.

« Foundation employees have
trouble understanding how their
efforts benefit the parent organiza-
tion because they aren’t involved in
governing the parent.

e Seven of the 16 respondents
said they face challenges in trans-
lating decisions from the parent
organization to the foundation. In
larger organizations (such as
health-care systems), foundation
staff may have trouble deciding the
level at which decisions should be
made. One foundation head noted
that she sometimes had to serve as
a “filter to ensure the credibility of
the donors.” For example, the par-
ent sometimes placed pharmaceu-
tical donations in a doctor’s
account, which she considered an
abuse of the donors’ intent.

3. A third challenge, a dozen
respondents said, is to keep up
morale for both parallel board mem-
bers and staff personnel. Several
concerns were cited. One respondent
observed that foundation board
members seek “fame and glory,” but
she can’'t implement every project

individuals want. She called it a
“struggle” to keep everyone happy.

Respondents also noted that for
foundation board members to be
effective fundraisers they must be
integrated into the operations of a
campaign. If that doesn’t happen,
and it can be difficult to make it
happen, board members’ motivation
declines. In some cases their parent
organizations decide how foundation
money will be spent without seeking
parallel board advice. Such scenarios
lead to poor board morale.

At times, several interviewees
commented, staff personnel can feel
overworked and underappreciated.
Foundation managers faced with this
issue said they found job rotation
could be helpful in improving sagging
motivation.

4. A fourth challenge is founda-
tion accounting procedures. It was
mentioned by 10 of the 26 respon-
dents. The biggest concern was
keeping abreast of changing regula-
tions, especially FASB (Financial
Accounting Standards Board) rules
that foundations must follow. One
foundation head reported that the
changing regulations contribute to
day-to-day hassles she considers part
of her job. However, another respon-
dent hired a full-time officer to deal
with all financial issues.

5. A fifth challenge is that com-
munication between the two boards
is not always good. Often, no one is
responsible for improving communi-
cation, even though there is usually
overlap in board personnel between
the groups.

Question 1V:
What are the future
challenges?

According to respondents, there
are three major challenges for paral-
lel foundations in the future:
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CREATIVE FUNDRAISING

IDEAS

Ring! Ring!

If telephone solicitation
gets such a bad rap (deserved-
ly or not), why do so many
people do it? Because it
works! It's an inexpensive way
to reach a lot of people in a
short time. Have your board
members and other volunteers
call people they know with a
time-specific offer (donate
$100 and get a pair of free
tickets, for example). The
response will be terrific.

Know Why People Give

Consider holding a focus
group to discover why people give
to your organization. Get some
donors together, perhaps over a
simple lunch. Ask, “Why do you
give to our organization?” and cap-
ture the answers you get. You're
sure to discover a few things you
didn’t know. See “How to Conduct
Focus Groups,” Nonprofit World,
Vol. 17, No. 5 (734-451-3582,
WWW.SNPO.0rg).

Dear Donor

When sending direct-
mail letters, seek out a
famous well-known person
to write the letter or supply
a quote. Or think of people
in your area who would
enhance the credibility of
the pieces you send out. For
more ideas, see Fundrais-
ing for Dummies, IDG
Books, Foster City, Cali-
fornia, www.idgbooks.com.

1. The most important future
challenge is raising money and find-
ing new donors. Some said they may
have exhausted their donor lists.
One respondent commented, “There
are always more projects needing
money than can be funded.”

2. The second future challenge
is to develop public awareness of
the parent and the foundation. One
health-care foundation head noted,
for example, that the public needs to
realize that health insurance doesn't
pay for everything.

3. The third future challenge is
the faltering economy. Not only will
a weak economy make it harder to
raise money, but it will increase com-
petition for existing dollars.

Meeting these three challenges
requires both marketing and advo-
cacy. One person observed that
“baby boomers” (those born from
1946-1964) don't appreciate the need
to donate to charitable causes.
Consequently, there is a strong need

for more public relations, community
education, and relationship building.

One Final Question:
Is it time to create
your own parallel

foundation?

This study uncovered aspects of
parallel foundations that should lead
nonprofit boards to examine their
organizations’ operations. There are
good reasons for funding foundations
to exist, and many nonprofits could
benefit from such an arrangement.
The study suggests that interest in
parallel foundations is growing for
two reasons:

e Nonprofits want a separate
organization to act as custodian
for long-term endowment dollars.

= Nonprofits find parallel founda-
tions useful in raising money for
capital and other special programs.

If these concerns are paramount
in your organization, it's time to con-
sider a parallel foundation. It may be
your best solution. m

Footnotes

1See Allan Arlett, “Parallel Foundations
—Too Many, Too Trendy and Too Hasty,” The
Canadian Fundraiser, November 27, 1996.

2Rochester is well known for charitable
giving with a 1999 per capita United Way
record of $45.41, second only to the national
leader, Wilmington, Delaware. Buffalo’s per
capita donation figure is $19.60. Most of those
interviewed were executive directors of paral-
lel foundations or board chairs. The other
participants were executive directors of par-
ent nonprofits who also sit on the boards of
the corresponding fundraising foundations.

3Arlett, op cit.
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BOARD room

What Are the Board’s Three
Essential Functions?

A surprising number of board members can't answer this vital question. Make sure your hoard can!

BY ANDREW SWANSON

here are three bedrock
functions of any nonprofit
board of directors:

1. Establish the purpose,
mission, and mission-related
goals for the organization.

e The purpose tells why the organi-
zation exists and what ultimate
result is expected because it does
exist. Example: The purpose of the
Ghengis County Literacy Program
is to eliminate illiteracy in Ghengis
County.

e The mission, derived from the
purpose, tells us what the organi-
zation will do to achieve the pur-
pose. Example: In pursuit of its
purpose, the mission of the
Ghengis County Literacy Program
shall consist of the following
mission-related goals.

e Mission-related goals are an
explication of the mission. Bearing
in mind that determining results is
the board’s responsibility and using
methods to achieve those results is
the CEQ’s and staff’s responsibility,
we call these “mission-related
goals” to distinguish them from
method-related goals, which the
staff might establish. Example:

Nonprofit World « Volume 20, Number 5 September/October 2002
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» A cadre of volunteer tutors shall
be recruited and trained in the
techniques of teaching illiterate
individuals to read.
» The preferred ratio of tutor to
student shall be one to one.
» Fees for tutoring services shall
be consistent with the ability to
pay. No one shall be turned away
due to a lack of ability to pay.
When the board has set these
mission-related goals, it has estab-
lished its results expectations of
staff. These results expectations will
be the primary criteria by which the
board will monitor and evaluate orga-
nizational and staff performance.

Once the board has formulated
purpose, mission, and mission-related
goals, it has made its contribution to
the planning process. The completion
of the plan, being methods-oriented,
will be the staff's responsibility.

2. Assure that purpose, mis-
sion, and mission-related goals
are achieved.

To do the work that results in
achieving the purpose, mission, and
mission-related goals is the responsi-
bility of staff. The board assigns
accountability and then, throughout
the year, monitors performance. It
can do so in several ways:

e Examine regular reports from
the CEO.

< Review financial policies against
whatever control policies the board
has established in the financial
area (such as a floor under the
current ratio, income arriving as
planned, tracking of the budget,
and so forth). Avoid becoming
bogged down in minutia, however.

e Initiate an annual audit, not
only of accounting practices but
also of the CEO’s compliance with
the board’s control policies.

* Review the CEO’s policies and
activities against the board's con-
trol policies. These control policies
might include the following types
of statements, for example: The
CEOQ’s personnel policies will be
humane, fair, and in compliance
with local, state, and federal
statutes and regulations. The CEO’s
compensation plans shall not
significantly exceed competitive
and applicable local, regional, or
national levels.

e Keep eyes and ears open, and
observe what takes place around
you. Note how the phone is
answered. Observe staff morale
and turnover. Don't take this sug-
gestion, however, as an invitation
to meddle. Quizzing of employees
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Quizzing of employees by board members
about the CEO'S performance is out of order at any time.

by board members about the
CEQO’s performance is out of order
atany time.

e Formally review the CEQO’s per-
formance through an annual evalu-
ation. You need such a formal
record on file for protection of
both the board and CEO.

3. Think creatively—dream—
about the future of the organiza-
tion, and lead the organization
into that better future.

As a former colleague was fond
of saying, “Leaders of organizations
need to spend a good bit of their time
looking out of the window.” He
meant that reflecting and thinking
deeply about the organization’s
future is a primary concern of leader-
ship. Yet few boards seem to find the
time for this kind of creative reflec-
tion. The primary reason is that too
many boards get bogged down in
details, involving themselves in activ-
ities such as developing budgets (the
CEO’s responsibility), involving
themselves in personnel policies
(again, the CEO’s responsibility), and
so forth. Their view is directed
inward rather than outward toward
the communities they serve.

Also, too many boards are what
might be called inbred. Arts boards
are often made up solely of devotees
of the particular art form involved.
Many mental retardation boards
are over-loaded with parents or
guardians of people who are mentally
retarded. There is a real danger in
any board being made up of too
many of the same kinds of people. A
healthy diversity is central to good
creative thinking.

Here are some ideas to help you
get a start on the creative thinking
process:
 Strive for broad community rep-

resentation. Such a mix fosters a
more outward view of the world
and promotes networking with
other organizations with whom col-
laborative efforts might prove
mutually beneficial. By opening
your doors to the world, you may
be pleasantly surprised by the
ideas that come in.

e Hold occasional joint meetings
with boards that have mutual
interests—or even boards whose
interests just might possibly be
similar to yours. It's more than
likely that you will learn at least
something! Many successful CEOs
have developed networking into an
art form that their boards would do
well to emulate.

e Get to know the community you
serve. One board has a practice of
meeting every other month in a
different section of its rather large
service area. These meetings are
open and, while some board busi-
ness is done, most of the time is
spent in learning about the needs
of the immediate area and seeing
how their organization might better
serve those needs.

e Send board members out to
speak at organizations such as the
Rotary, Kiwanis, Lions, and Junior
League. Be sure that in their talk
they allow time for questions and
suggestions.

These and other techniques
ought to provide a lot of information
that you can mull over when review-
ing your vision for the future. You
will learn much that will help you

build a better organization in the
future. And, a collateral benefit, it
will certainly give a boost to your
fundraising efforts. m
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How to Hire the Best People without
Breaking the Law

Keep abreast of new employment laws by following these guidelines.

BY HUONG T. PHAN & BRIAN H. KLEINER

he field of employment

law is rapidly changing.

To accommodate these

changes, sidestep lawsuits,

and avoid hiring problem
employees, follow these guidelines:

Rethink Your Hiring
Practices.

The movement today is toward
dismantling the traditional organiza-
tion in which employment was well-
defined and secure. “Jobs” will soon
cease to exist. In their place will be
employees completing tasks on a
project-by-project basis. Old forms of
hiring, compensation, and hierarchy
will be gone. The organization that
fails to rethink its compensation,
hiring practices, evaluations, and
structure will be in serious trouble.
The people who do the work for
today’s and tomorrow’s organizations
are contractors, not employees. The
benefits of de-jobbing and outsourc-
ing are greater quality, flexibility, and
a greater pool of talent than any
organization can have in-house.*

At the same time, finding the
right people is the only way you can
assure your organization’s success.
When hiring people, you must go
beyond checking their education,
experience, training, and basic skills.

You must also consider the character-
istics that make individuals what they
are. Recent research found that
attributes such as trustworthiness
and commitment are at least as
important as skills, such as conflict
management, in predicting job per-
formance in nonprofit organizations.?

Screen Applicants
Thoroughly.

One of the biggest mistakes
employers make is insufficient
screening. Courts are holding
employers liable for negligent hiring
if they don’t adequately screen appli-
cants. Staggering numbers of employ-
ment-related claims are being filed in
state and federal courts. Such claims
often result in tremendous employer
liability and expense, causing
employers to settle cases that may
seem frivolous in order to avoid the
risks and costs of litigation.®

Screening will alert you to appli-
cants who may become problem
employees. Effective screening pre-
dicts behavior in one of two ways—
by evaluating the applicant’s past
behavior or by making inferences
based on psychological assessments.
A polygraph examination, for exam-
ple, analyzes past behavior. Pre-
employment screening procedures

“Jobs” will soon cease
to exist,

elicit information either directly from
the applicant or indirectly through
reference or record checks. Back-
ground checks can verify people’s
reliability and honesty—crucial pre-
dictors of successful employment.

Update Your Interview
Procedures.

In one study, researchers found
that a computerized interview of
applicants was more likely to develop
accurate information than traditional
interview methods.* Interviewing via
computer assures that all applicants
are asked the same questions in the
same way. In case of a lawsuit, such
techniques will weigh in your favor.

Useful as it is, however, the com-
puterized interview shouldn’t stand
alone. Follow it up with a face-to-face
meeting. Take careful notes during
the interview and document the fac-
tors influencing a decision. You must-
n't decide on the basis of emotional
feelings. Under the law, instincts and
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favorable impressions aren't suffi-
cient reasons for selecting one candi-
date over another.

The hiring decision must be
based on how well a person can per-
form now. You can't reject qualified
people for fear they’ll become too ill
to work in the future. Likewise, you
can't decide not to hire qualified peo-
ple with HIV or AIDS for fear of high-
er medical insurance costs, worker
compensation costs, or absenteeism.

Create Application
Forms with Care.

Application forms are more than
papers for the personnel file; they're
important legal documents. Every
application form should ask for the
following information:

« full name, address, social security
number, and residence addresses
for the past five years

* employment history, names and
addresses of previous employers,
job titles, dates of employment,
supervisor references, and reasons
for leaving

e whether the individual has ever
been convicted of a felony or seri-
ous criminal offence that may bear
upon the application; if so, the
date, place, and nature of the
crime; and a statement that an af-
firmative answer will not automati-
cally disqualify the applicant from
consideration for employment

e request for the applicant’s written
consent for you to investigate their
employment, educational, and
personal references and for third
parties to release such information
to you; if the applicant refuses
such consent, you should ask why
and you may wish to decline
further consideration of any such
applicant

» request for the applicant’s written
consent to a credit report, criminal
background check, and investiga-
tive consumer report.

You may require fingerprints and
photographs of applicants if you use
them solely for internal investigations
and legitimate business purposes.

Test with Caution.

You may not conduct a medical
examination until after a job offer is
made and then only if you give the
same exam to all recipients of offers
for that job. While the offer can be
conditioned on passage of a physical
examination, the Americans with
Disabilities Act (ADA) prohibits the
exclusion of disabled applicants
based on non-job-related physical
criteria that are not consistent with
business necessity. You may, how-
ever, ask questions about the ability
to perform specific job functions.
The application form may contain a
broad authorization for you to seek
information from doctors, hospitals,
and others about the employee’s prior
medical record. Any medical infor-
mation obtained through medical-
related inquiries or examinations
must be kept confidential and may be
disclosed only to supervisors, man-
agers, first-aid personnel (if emer-
gency treatment may be required),
and government officials investigat-
ing compliance with the ADA.®

Testing to detect illegal drugs
isn’'t considered a medical examina-
tion and isn't prohibited by the ADA.
Therefore, you may conduct such
testing and make employment deci-
sions based on the results. But you
must avoid unnecessary surprise. Let
applicants know at the very start of
the application process that a drug
test is required. Note this requirement
clearly on the employment applica-
tion and at the employment office.

Seek Help.

There are many agencies that
match people and jobs. According
to Barry Shammis, president of

Selecting Winners, Inc., many
employers are unprepared to make
hiring decisions. They lack a system-
atic approach and make mistakes
based on behavior patterns that
affect their ability to make clear
decisions. Also, they often lack
enough information about the candi-
date due to mishandling the inter-
view. Employment agencies offer a
systematic approach based on objec-
tive data. m

Footnotes
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Nonprofit World, Vol. 19, No. 3.

3See “Recent Developments in
Employment Law,” Tort and Insurance Law
Journal, Winter 1995.
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5See “Nonprofits & the Americans with
Disabilities Act,” “Do Your Job Descriptions
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Accommodate Disabilities under ADA,”
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ALPHABETICAL BY

ORGANIZATION

Association Works

Offering results oriented consultation, training and
keynote presentations designed to meet the unique
needs of contemporary nonprofit organizations. Put
our experience to work for your mission. Leveraging
relationships, “ customer delight” seminars, common
sense Boards, managing mergers, executive searches,
Myers-Briggs Type Indicator, retreat/conference
facilitation and more. Contact : John Paul, Partner.
P.0. Box 741325 800-986-8472
Dallas, TX 75374 214-221-7881
Fax: 214-553-5585

Web: www.associationworks.com

E-mail: jpaul@associationworks.com

Blackbaud, Inc.

The leading supplier of fundraising/membership,
fund accounting and academic administration
software to the nonprofit community. Since 1981,
Blackbaud has supported the efforts of more than
12,000 private schools, colleges, universities,
healthcare agencies, environmental organizations,
museums, socia service agencies, performing arts
groups, foundations, and other types of charitable and
cultural organizations.

2000 Daniel Island Dr

Charleston, SC 29492-7541

Fax: 843-216-6100

Web: www.blackbaud.com
E-mail: solutions@blackbaud.com

800-443-9441

Chronicle of Philanthropy

Online and in print, the nonprofit world's No. 1 news
source. Turn herefor the latest news, analysis, and
how-to advice for nonprofit executives, fundraisers,
development officers, and grant seekers. Every issue
is packed with success stories, hundreds of recent
grant announcements, and scores of job opportunities
in the nonprofit world.
1255 Twenty-third St NW
Washington, DC 20037
Fax: 202-223-6292

Web: philanthropy.com
E-mail: subscriptions@philanthropy.com

800-728-2819
202-466-1200

Conservation Company (The)

Management consulting and planning servicesto
nonprofit organizations, foundations, and corporate
community involvement programs. Servicesinclude
strategic planning, program design and evaluation,
organizational assessment and development, and
Board development. For over 20 years, servicing
organizations that serve the public good.

Chicago: 888-222-0474
New York: 888-222-2283
Philadelphia: 888-222-2281

San Francisco: 415-788-4044
Web: www.consco.com

E-mail: info@consco.com

Crescendo Interactive, Inc.

Currently used by over 3500 organizations and 5500
users nationwide, Crescendo isthe Industry L eader
providing the most comprehensive and powerful
planned giving software available. Marketing propos-
asinclude donor text, flowcharts, color graphics,
detailed deduction and cash flow analyses plus docu-
ments for gift annuities (50 states), unitrusts, annuity
trusts and lead trusts. Qualified staff is available to
answer technica questions as well as provide planned
giving expertise. User-friendly Donor-friendly
format. Call for a FREE 90-Day Trial today!

1601 Carmen Drive, Suite 103 800-858-9154
Camarillo, CA 93010

Fax: 805-388-2483

Web: Crescendolnteractive.com

E-mail: crescendo@cresmail.com

Crown Technology

Social Services Network integrators. Experienced and
certified personnel supporting major technologies
including Citrix®, Terminal Server®, Cisco® and
Microsoft® for small and large social service/charity
organizations. Experienced in supporting Non-profit
accounting software/systemsincluding MIP® and
specialized applicationsincluding TIER® develop-
ment and implementation. Budget aware and flexible
hourly rates. Proven experience with referrals.

P.O. Box 5513 601-209-1218
Brandon, MS 39047

Web: www.crown-technology.net

E-mail: info@crown-technology.net

Dyna-Quest Technologies, Inc.

Grant Administrator® by Dyna-Quest Technologies
isapopular and affordable grants and contracts
management software application, designed as a
reliable solution for tracking internal and/or external

programs and funds. Versatile summary and detail
reports keep your award recipients happy. Download
the free demo from www.Dyna-Quest.com.

365 Boston Post Rd, No 144 978/443-3073
Sudbury, MA 01776

Fax: 978/443-8634

Web: www.Dyna-Quest.com

E-mail: info@dyna-quest.com

eTapestry

eTapestry is a complete fundraising and donor
management system that is run over the Internet.
With access from any Internet connection, complete
communications capabilities, integration to your
website for online donations, and all maintenance and
backups handled by eTapestry, it istheided solution
for organizations of all types and sizes.
WWW.etapestry.com

9201 Harrison Park Court
Indianapolis, IN 46216

Fax: 317/545-4180

Web: www.etapestry.com

E-mail: info@etapestry.com

888/739-3827
317/545-4170

Executive Data Systems, Inc.

Fully integrated! Reasonably priced! Fundraising
plus 10 accounting modules. For Windows 95/98/NT
and later. 2000 users. Recognizing that one size does
not fit al, we also offer aNon-Profit Starter Kit for
smaller organizations: Donor Records, General
Ledger, Accounts Payable, Payroll and Bank Recon-
ciliation. Check our web site or call for demo. Free
trials available including six-month, no-risk freetrial
on fundraising software.

1640 Powers Ferry Rd Bldg 27
Marietta, GA 30067

Fax: 770/955-1975

Web: www.execdata.com
E-mail: sales@execdata.com

800/272-3374
770/955-3374

First Nonprofit Mutual Insurance Co.

For over 20 years First Nonprofit has solely served
the nonprofit community. We offer afull portfolio of
specialized and extensive coverage protection;
package, auto & umbrella, workers compensation,
and an unemployment savings program. Please
attend one of our seminars. The topics cover budgets
to sexual abuse prevention.

111 N. Canal Ste 801

Chicago, IL 60606

Fax: 312/930-0375

Web: www firstnonprofit.com
E-mail: shanahan@firstnonprofit.com

800-526-4352
312/627-7724



Fox Global Travel

The travel agency that loves to handle customers
from nonprofit organizations. “We have been
specializing in providing creative travel solutions for
nonprofit organizations for more than 10 years!”

800 3rd Street 888/736-9449
Suite 120 703/736-9449
Herndon, VA 20170

Fax: 703/736-2884

Web: www.foxglobaltravel.com

E-mail: foxgtravel@aol.com

Madrigal Soft Tools

Whether your organization schedules rooms, staff &
volunteers, vehicles or other equipment resources by
afraction of an hour or by the week, ResSched can
help. Sophisticated, award-winning, low-cost, easy-
to-use ResSched scheduling software reduces costs
by minimizing time spent scheduling, improving
resource utilization and reduced capital spending, and
avoiding costly double booking and schedule
conflicts. Free fully-functional trial verson can be
downloaded from our web site. Also see what non-
profits are saying about ResSched on our web page.
201-1290 Broad Street 888/291-2911
Victoria, BC, V8W 2A5 250/733-2294
Fax: 250/733-2298

Web: www.madrigalsoft.com

E-mail: nonprofits@madrigalsoft.com

Micro Information Products, Inc.

MIP Nonprofit Series for Windows is designed for
fund accounting and its unique requirements. It
includes General Ledger, Accounts Payable, Bank
Reconciliation, Budget, Payroll, Data | mport/Export
and SafeKey. Continuing development will produce
Accounts Receivable, Encumbrances, Fixed Assets
and Purchase Order Models. Additionally, MIP
guarantees their software and services.
313 East Anderson Ln Ste 200

Austin, TX 78752

Fax: 512-454-1246

Web: www.mip.com

E-mail: info@mip.com

800-647-3863
512-454-5004

Mutual of America Life Insurance Company
Mutual of Americawas founded in 1945 to provide
retirement and insurance coverage to employees of
nonprofit organizations. Today, Mutua of America
continues to offer retirement and insurance products
to thisimportant segment of society aswell asto
corporate employers and their employees.

320 Park Avenue 800/468-3785
New York, NY 10022 212-224-1698
Fax: 212-224-2527

Web: www.mutualofamerica.com

NonProfits' United Vehicle Insurance Pool
As asdlf-insurance pool for California nonprofits, we
offer cost-effective vehicle insurance services
including broad coverages, expert claims settlements,
driver instruction, safety and loss control services,
and several training programs. We are member-
funded and governed and share our success with the
membership through cash award programs.

1970 Broadway Ste 1070 800/442-4742
Oakland, CA 94612 510/763-2202
Fax: 510/763-2941

Web: www.nonprofitsunited.com

E-mail: staff@nonprofitsunited.com

Smith & Gesteland, LLP

Smith & Gesteland, a CPA and business consulting
firm, has been assisting not-for-profit organizations
since 1948. We can assist you with such things as
audits, analysis and design of accounting systems,
financial management, information reporting, com-
puter hardware and software implementation, network
support, human resources, and strategic planning.

8383 Greenway Blvd Ste 400 800/655-5123
Middleton, WI 53562 608/836-7500
Fax: 608/836-7505

Web: www.sgcpa.com

E-mail: mail@sgcpa.com

Target Software, Inc.

Target Software's fundraising application, Team
Approach, is an enterprise-wide, relationship-building
solution designed by professional's from the nonprofit
world—for the nonprofit world. We work exclusively
with not-for-profits and are committed to partnering
with these organizations to help them fulfill their
missions. Team Approach isafully scaeable, Oracle
relational database management system that allows
you to define your business rules so that the system
can grow and change with your organization. The
software includes fully integrated modules for
constituent management, direct marketing, major
gifts, planned giving, capital campaigns, specia
events, matching gifts, tribute and memorial gifts,
customer service, and more. Moreover, Target
Software offers superior service in the areas of
training, configuration consulting, legacy conversion,
and more. Team Approach is more than a data
repository—it is a revenue-generating investment that
makes your loftiest goal's possible.
1030 Massachusetts Ave
Cambridge, MA 02138

Fax: 617/876-0063

Web: www.targetsite.com
E-mail: info@targetsite.com

888/876-2275
617/876-2275
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PRODUCT/SERVICE

Accounting
Dyna-Quest Technologies, Inc.
Micro Information Products, Inc.
Smith & Gesteland, LLP

Budgeting
Micro Information Products, Inc.

Computer
Crown Technology
Dyna-Quest Technologies, Inc.
eTapestry

Computer Consulting
Smith & Gesteland, LLP

Consulting
Association Works
Conservation Company (The)
Crown Technology
First Nonprofit Mutual Insurance Co.
Smith & Gesteland, LLP

Database
eTapestry

Development Software
Target Software, Inc.

Donor Software
eTapestry

Education/Training
Association Works
First Nonprofit Mutual Insurance Co.
NonProfits' United Vehicle Insurance Pool

Employee Benefits
Mutual of America Life Insurance Company

Financial
Dyna-Quest Technologies, Inc.
First Nonprofit Mutual Insurance Co.
Micro Information Products, Inc.
Mutual of America Life Insurance Company

Fund Accounting Software
Blackbaud, Inc.
Dyna-Quest Technologies, Inc.
Executive Data Systems, Inc.

Fundraising Software
Blackbaud, Inc.
Dyna-Quest Technologies, Inc.
eTapestry
Executive Data Systems, Inc.
Micro Information Products, Inc.
Target Software, Inc.

Fundraising
eTapestry
Micro Information Products, Inc.

Insurance
First Nonprofit Mutual Insurance Co.
Mutual of America Life Insurance Company
NonProfits' United Vehicle Insurance Pool

Internet
eTapestry

Investment
Mutual of America Life Insurance Company

Job Placement
Chronicle of Philanthropy

Payroll
Micro Information Products, Inc.

Planned Giving Software
Crescendo Interactive, Inc.

Publications
Chronicle of Philanthropy

Retirement
Mutual of America Life Insurance Company

Risk Control
Conservation Company (The)
First Nonprofit Mutual Insurance Co.

Strategic Planning
Conservation Company (The)
First Nonprofit Mutual Insurance Co.
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How to Ignite Entrepreneurial
Spirit in Your Organization

A \WORLD-CLASS ENTREPRENEUR SHARES HER TIPS.

BY DEBBIE GISONNI

ometimes it seems as if the nonprofit
sector is another planet, separated from
the real world of business, guided by its own
set of rules.

But | don't think it needs to be that way.
After 15 years in the high-tech publishing
industry in Silicon Valley, | came to realize that
the nonprofit and for-profit sectors have much in com-
mon and a great deal to teach each other. In 1998 | left
my six-figure income and stock options behind to create
a company that bridges the gap between nonprofits and
for-profits. The result is Real Life Lessons, a company
dedicated to producing informational projects that help
people change their lives at work or at home. | donate
10% of my proceeds to nonprofits. My first product is a
book, Vita's Will, about some of the life lessons I've

learned from personal tragedy and professional success.

One lesson | learned in business is the importance of
entrepreneurial spirit in both nonprofit and for-profit
realms. Most nonprofits are started by people with a pas-
sion for a cause-a definite, instinctual entrepreneurial
spirit. Somewhere down the road, however, this spirit is
too often lost under a sea of legalities, financial struggles,
and separation from the characteristics that drive suc-
cessful businesses.

It's never too late to re-ignite the passion. Just as cor-
porate America constantly reinvents itself, repositions its
products, and reorganizes its staff, nonprofits should be
no different. Evaluating how things are done and how
they could be improved should be an ongoing process for
any kind of business. That's what entrepreneurship is all
about. It's about constantly seeking and implementing
change. It's about sticking your neck out just a little far-
ther than the rest and taking a risk. Nowhere is this kind
of attitude needed more than in the nonprofit sector. Here
are 10 ways to rekindle that entrepreneurial spirit in your
organization.

1. Stay in touch
with former colleagues.

If you're one of the many people who have crossed
over from for-profit to nonprofit work, you may be suffer-
ing from the “I'm not part of that world anymore” syn-
drome, which leads your old colleagues to talk about you
in the past tense as if you didn't exist any more. Keeping
connections with your for-profit buddies is important. You
never know how they may be able to help. I recently met
up with a former business acquaintance and found out
she volunteers for a nonprofit that I've selected to receive
a portion of revenues from my book, Vita’s Will. She’s
now helping me get exposure within her organization,
which will not only help book sales but increase the dona-
tion amount as well.

With e-mail and voice mail, it's easy to stay in touch
with your former colleagues. Keep them on your mailing
list and let them know what'’s going on with your life and
job. Something you're doing might just strike a chord
with one of them and lead to opportunities for your
organization.

2. Network with
friends and family.

If you can’t count on them, who can you count on?
Your friends and family have networks that can help
you with staffing needs, finances, and marketing
opportunities.

Being nonprofit gives you an unwritten privilege to
talk about your cause. Tell your friends and family what
you're doing. Put them on your organization’s mailing list.
Invite them to your organization’s events as your guests.
Ask them to volunteer.
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When my book was published, | sent all my friends
and family a letter, suggesting ways they could spread the
word and create a buzz in the market. One suggestion was
for them and their friends to order the book during a spe-
cific week. As a result, it became the publisher’s number-
one best seller for that month.

3. Propose “win-win” partnerships
with corporate America.

Don'’t put this idea on the back burner because of the
time involved to cultivate such relationships. Remember
the first two suggestions above and this could be an easi-
er task. There is a theory in sales called the “funnel con-
cept.” The more you put in the funnel in the way of con-
nections, phone calls, and meetings, the more you'll get
trickling out the bottom in the way of sales. It's truly a
numbers game. Once you get the contacts, the next step is
to develop creative ideas that benefit both parties.
Sometimes, all you need to do is show up.

Ellen Scheetz started a nonprofit called Sisters for
Success to teach teenage girls about career options and
business. One day she noticed a newspaper ad about a
contest run by an antiperspirant company. She entered
the contest in the “helping others” category and wrote an
essay about Sisters for Success. She won $25,000 for her
organization and a myriad of free cosmetic products to
give to her teens. Ellen says, “Entering a national contest
could have been intimidating to a one-woman organiza-
tion with a handful of volunteers, but | figured why not try
all the avenues. | had nothing to lose.”

4. Drop the “I can'’t
because we're nonprofit” attitude.

Remember when you were a child and thought you
could do just about anything? Then somewhere along the
line, the words “I can't” crept into your vocabulary and
you started believing in your own limitations. Don’'t make
excuses. Don't think of nonprofit as handicapped in any
way because if you do, so will your potential backers.
Hold your head up high and you'll get the respect and
response you want from people inside and outside your
organization. Where there’s a will, there’s a way!

5. Act like a real company.

Don't forget that a business is a business is a busi-
ness. Act like one. While you may not have the millions of
dollars on the bottom line that some companies have, you
still have a P&L statement, complete with income, loss,
assets, and debts. The objective is to have more income
than loss. Don't lose sight of that. Nonprofit doesn’t

equate to “non income.” Many people join the nonprofit
sector because they think they don’t have to worry about
business issues. Eleanor Jacobs, who has worked in the
nonprofit social services sector for 25 years, says, “That's
called denial, fear, and insecurity. Just doing good work is
not enough. If you are truly passionate about your cause,
you don't have the luxury of not attending to the business
side. You need to get out of the ivory tower and show
results.”

6. Get noticed
(publicity, publicity, publicity).

Make sure you're constantly “working the press” and
developing relationships with the local media. There’s
always something, even the slightest thing, to announce
about your organization or someone in it. If you don't
have a new press release going out at least once a month,
take a closer look. You can get on the local newspaper
calendar by creating a monthly idea input meeting for the
community. You may even sign up some volunteers. You
can start a work-study program for local students. You
can have your volunteers and employees hand out flyers
about your organization or events where they work and
live. As Ellen Scheetz from Sisters for Success says, “You
can't get anywhere unless you get the word out.”

7. Create events.

In addition to the usual fundraising activities, think of
other events that could increase your visibility.
Brainstorm with your staff to come up with ideas. Get
demographic information on your community residents to
create events that meet their needs and desires. Many
times, you can piggyback on existing programs or events.
For example, a local community group or church may
give you free space at their bazaar. If your neighborhood
is predominately Spanish speaking, distribute information
in Spanish. Contests are a great way to get people’s juices
flowing, including the media. Maybe you could sell raffle
tickets at that church bazaar or sponsor an essay contest
pertinent to your cause in the local schools.

8. Conduct research
(then promote or sell it).

The media and the public love statistics. What can
you do as an organization to educate the public on an
issue? You can keep costs low by teaming up with a col-
lege, university, or marketing firm. Get help from students
in the marketing department, or ask a market research
firm for a discount in exchange for using their name in
the study results. Ask yourself what kind of data would be



The Secrets of
Entrepreneurial Leadership

In today’s unpredictable nonprofit environment,
nonprofit leaders need to operate like risk-taking
entrepreneurs. To be an entrepreneurial leader, you
must do the following:

1. Take responsibility for the uncertain outcome of
new projects. You must be able to say to employ-
ees, “If I'm wrong, it's my problem, not yours.” This
allows employees to operate under uncertainty
without worrying about the repercussions should
the project fail.

2. Outline challenges that push employees to their
limits. But know when a challenge may push work-
ers beyond their abilities.

3. Get support from key stakeholders inside and
outside your organization. To operate as an entre-
preneurial manager, you'll need to convince deci-
sion-makers to back you up when things go wrong
or right.

4. Build commitment from employees. You must
foster a willingness among employees to work
toward a common goal. You need to motivate and
cultivate effective teams.

5. Make the most of people resources. Break down
team members’ perceptions and stereotypes of
what can and can’t be done. You'll need a sense of
how people resources have been undervalued.

—adapted from Knowledge@Wharton

most useful to your membership, constituency, or the
public, and form a study around it. If it's something con-
troversial, even better. The media will love it! It could
also serve a dual purpose in obtaining government or pri-
vate funding. Is there research you're planning on con-
ducting for your own internal use that you can tweak to
contain more marketable data for public consumption?
Are there parts of the data that you can maintain and then
sell to other organizations?

9. Save Money.

Entrepreneurial spirit lies in creating ways not only to
raise money but also to save money. Sometimes we do
things the same way for so long we don't realize there are
new, more cost-effective processes. For the Women’s
National Book Association, rising postal costs were the
catalyst for creating a new renewal form with e-mail
addresses. Reminders about renewing memberships and

attending meetings, once sent via regular mail, are now
sent via a group e-mail box. The group reduced its costs
by hundreds of dollars.

10. Spread the Spirit.

The entrepreneurial spirit is an infectious one. If you
have it, others in your organization will, too. The way to
create an environment that breeds good entrepreneurs is
just a matter of having good management skills. That
means motivating people to stay positive, bringing them
in the loop on ideas, and asking for their advice and opin-
ions. Don't assume that you and upper management have
all the answers. Give others in your organization responsi-
bility, and encourage them to think beyond the box. Let
them know it's OK to make mistakes. Some of the best
ideas come from failure. Remember, without the people,
there is no organization! Respect them. Value them.
Trust them. m

Selected References

Berstell, Gerald and Denise Nitterhouse, “Tell Me a Story: Using Case
Studies to Discover Unmet Needs,” Nonprofit World, Vol. 17, No. 5.

Brinckerhoff, Peter C., “A New Way to Think About Your Markets,”
Nonprofit World, Vol. 13, No. 1.

Brinckerhoff, Peter C., “Are You Financially Empowered? A Quiz,”
Nonprofit World, Vol. 15, No. 1.

Brinckerhoff, Peter C., “Why you Need to Be More Entre-
preneurial-And How to Get Started,” Nonprofit World, Vol. 19, No. 6.

de los Santos, Gilberto, “Universities Offer Marketing Research
Key,” Nonprofit World, Vol. 4, No. 1.

Dickson, John P. & Sarah S. Dickson, “How to Plan a Marketing
Research Project,” Nonprofit World, four-part series, Vol. 12, No. 6
through Vol. 13, No. 3.

Fisher, Allan H., Jr., “Testing the Waters: How to Predict Response to
Your New Idea,” Nonprofit World, Vol. 8, No. 5.

Lauer, Larry D., “How to Use a Total Marketing Approach to Renew
Your Organization and Make an Impact,” Nonprofit World, Vol. 13, No. 3.

Muehrcke, Jill, ed., Enterprise, Leadership Series.

Muehrcke, Jill, ed., Marketing, Leadership Series.

These resources are available from the Society's Resource Center,
WWW.SNpO.0rg.

Debbie Gisonni is founder and president of Real Life Lessons (1803
Brewster Avenue, Redwood City, California 94062, www.reallife-
lessons.com), which produces books, magazines, articles, and film
to help people manage or implement major change in their lives, at
home or at work. Her first product is Vita’s Will: Real Life Lessons
about Life, Death, and Moving On, available from most bookstores
and Internet booksellers. She is also president of the San Francisco
chapter of the nonprofit Women’s National Book Association and
volunteers for organizations that teach teenage girls business and
life skills. As an experienced speaker, she has addressed marketing,
sales, and advertising managers and is available to speak to organi-
zations nationwide.

Nonprofit World « Volume 20, Number 5 September/October 2002 = Published by the Society for
Nonprofit Organizations « 5820 Canton Center Road, Suite 165, Canton, Michigan 48187
734-451-3582 « www.snpo.org

September « October 2002

N
ol



Nonprofit World, Vol. 20, No. 5

N
(o))

Is That Expense Justified?

Here’s a concrete way to answer this question to your board's satisfaction.

BY DANIEL BAUER & KEITH RICHARDSON

s a nonprofit manager,

you need to spend

money to acquire equip-

ment and other assets.

But when is a long-

term expense warranted? How do

you decide if a large expenditure will
pay off in the long run?

A Useful Technique

Educators and professionals
have recommended the Net Present
Value technique for both for-profit
and nonprofit organizations.

Here’'s a rundown of the con-
cepts involved and an example of
how it works:

= Capital Budgeting is the
process of planning to purchase
assets whose cash flows are expect-
ed to continue beyond one year.

« A Net Investment is the
amount of money spent to purchase
a long-term asset, such as a piece of
equipment. This cash outlay is ex-
pected to result in a flow of future
cash benefits extending beyond
one year.

e The Net Present Value
(NPV) of an expenditure is the
present value of the stream of
expected cash flows from the project
minus the net expenditure.

= A project is acceptable if its
NPV is greater than or equal to zero.
If the NPV of an expenditure is posi-
tive, then the project’s rate of return
is greater than the cost of capital.

Example: A firm is considering
a $25,000 investment in a new com-
puterized tracking system. The
system is expected to generate the
following savings over the next
four years:

Year1  $11,000
Year2 $ 6,000
Year3 $ 6,000
Year4 $ 6,000

If the firm requires a 10% return
on invested capital, it won't make
this investment because of its nega-
tive $2,400 Net Present Value (the
investment does not create value for
its owners).

The Added Ingredient

The question for nonprofit man-
agers is how to adapt this model for
their use. Brigham and Gapenski
(see “References”) show how to
make this adjustment:

 Nonprofit organizations
should consider an expenditure’s
Total Net Present Value, which
equals the Net Present Value plus the
Net Present Social Value.

e The Net Present Social
Value is the return to the non-
profit in the form of social divi-
dends. To arrive at this figure, ask
yourself: To what extent does this
expenditure help meet the goals and
objectives outlined in the organiza-
tion’s mission statement?

Example: Imagine that your
organization is considering the same
$25,000 investment in a computerized
tracking system as discussed above.
In addition to the cash flow benefits,
you estimate that the system will help
you meet your objective of tracking
job opportunities for your clients. You
consider this objective so important
that you place a non-monetary social
value of $5,000 on the new system.

Should you spend the $25,000?
To make this decision, first calculate
the Net Present Value of the purchase
as described above. To the Net

Present Value (-$2,400), add the Net
Present Social Value of $5,000. Thus,
the Total Net Present Value of the
tracking system is $2,600.

Remember, an expense is accept-
able if its Total Net Present Value
is greater than or equal to zero.
According to this technique, then, you
would be wise to make the purchase.

A Note of Caution

This approach to making pur-
chasing decisions can be very help-
ful. It's vital to remember, however,
that its success depends on having a
clear idea of your organization’s mis-
sion. Be sure that you, your employ-
ees, and your board members all
understand and agree on your mis-
sion statement. A shared, powerful
mission is the best framework for
making good financial decisions. m
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The Witherine Volunteers:
Bring Them Back Alive

Does your organization really need volunteers? is there a way to assure their success?

BY NICK LEVINSON

0 you wonder why you lose volunteers?

When you don’t want volunteers, your paid
staff members readily cooperate; you get no
volunteers. When you do want volunteers, your
paid staff members undercut you. Their eco-

nomic security is at stake. They're being paid what you
agreed their work was worth. They in turn determine that
volunteers, being paid nothing, are worth nothing. They
find something wrong with all volunteers, except those
who present no threat to their jobs.

Paid staff want no competition. Is that a surprise?

To solve this problem, follow these steps.

Commit to Using Volunteers.

First, dedicate yourself to the idea of integrating vol-
unteers into your organization. If you think volunteers
aren’t worth the trouble, think again.

Work worth doing needs resources. Ideas are vital.
Time is crucial. Space is handy. Knowledge keeps you on
top. Judgment puts you out front. People supply all that
and more.

People bring judgment, knowledge, space, time,
ideas, and money. Often, they have it. Often, they know
where to get it. When they don’t know, they’ll find out.

Get people. Get infinitely more done than you ever
could without people.

Win Staff to Your Side.

Once you've dedicated yourself to the idea of using
volunteers, communicate your hunger to your staff mem-
bers. First, alleviate their fear that volunteers will threat-
en their jobs. Make it explicit that you won't ever replace
your paid staff with unpaid volunteers, and explain why.

That means you'll have to analyze your own reasons.
Why do you pay any staff at all? What are you getting in
return for a check? It’s not just skill. Accountants volun-
teer. Lawyers volunteer. Skill alone isn’t your reason.

You pay staff to get what they wouldn't give you for
free—their time, obedience, and dedication. Volunteers
may have limited hours to give you; they often have

surprising work styles and unpredictable, independent
reasons for pitching in. They work hard, yes, but not like
staff. They have different relationships with you than your
paid staff do.

Paid staff, precisely because they are paid, deliver
what volunteers don’'t. Once they understand this, much
of their resistance to volunteers will dissipate.

Screen Applicants: Plan to Accept Them All.

When you hire, you're spare with the budget. You hire
exactly one. The rest you send home, with your regrets.

Volunteers you can take in hordes. You'll usually
reject none.

Don't try to get just the right type. You'll be wasting
time with your search. Later, you can refine how each
volunteer is integrated. All mature businesses refine
details later.

Be sure all potential volunteers know your mission. As
long as they're comfortable with it, they're okay. They have
abilities. You have needs. Match them up. Get more done.

When staff complain that volunteers don’t want to do
what’s needed, make lists of what's needed. Ask volun-
teers what they'd like to choose. They'll perform better
with what they select. I've stuffed envelopes. A judge
did, too. Some work is dull. If it's important, we’ll do it
anyway. We'll do it because we're in sync with the organi-
zation’s mission.

Coordinators Are Nearly Useless—
Promote Them to Use Them.

Absolutely do not get a volunteer coordinator.

The volunteer coordinator pleads with the staff, “The
volunteers are coming at 2:00; doesn’t anyone have any-
thing for them to do? They’ll be bored!”

This does not inspire.

Can you blame the coordinator? If staff members
don’t come up with ideas, the coordinator won't have
anything to coordinate. That looks bad. The volunteer
coordinator is at the mercy of employees who object to
using volunteers.
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Revamp the role entirely, and fast. Every department
is to use volunteers directly. Tell them that. Force
the issue, with no way out, and continue building
expectations.

Volunteers don't need agents. There’s no need for an
interpreter.

Change the coordinator’s title to deputy to make your
intent as clear as a rainbow and to provide audible clout.
Have your deputy walk into every department, create new
jobs in each one, and drop new volunteers onto the staff's
shoulders. Make it impossible for the staff to say no. Once
the point is made, they can bargain over the particulars,
but they can't refuse an expanded workload or the per-
sonnel to complete it.

Expect Success To Get it.

If you expect failure, that's what you'll get.

Don't lower standards for volunteers. The paycheck
doesn’t alter whether someone has skills and good judg-
ment. Use them.

Don't praise an extraordinary volunteer as a star.
People prefer common examples as models. Focus
instead on raising productivity at the median. Organize
the work in different ways. Ask volunteers for their
suggestions. Some things they don’t know; some things
they know well. Allow personal variations that still fit
your needs.

Don’t Compete Against Your Own Volunteers.

Competition creates a win-lose situation. No one can
win unless someone else loses. A volunteer looking like a
winner scares too many people. Staff can't afford to be
losers in front of you. So they set out to win. To win, they
defeat the volunteers.

Don’t let this happen. Instead, create a win-win
situation by rewarding the staff for gaining volunteer
productivity.

Let insecure Staff Test New Methods.

Give your staff learning room. Experimentation is
healthy. More than one menu will feed a cat.

Cut your employees extra slack when they’re learning
to incorporate volunteers into their work. Be particularly
demanding when your staff do the work themselves.
They'll get the idea.

Change the Hands-On Methods.

Be up front about your needs when you recruit. Don't
understate the commitments just to get a “yes” from a
prospect. You don't need drop-outs, and you don't need a
bad reputation.

Not a drop of busywork is to be allowed. There’s no
time for that.

Encourage staff to do the same drudge work they
give to volunteers, at the same time, together with them.
Don't leave volunteers feeling they got schnookered into
garbage that the better people wouldn't touch. Either the
work’s not vital or it is. Project leaders should do the
work, too. They can continue to supervise and support.
The morale pays off in productivity all around the table.

Good volunteers can manage each other. That'll
extend your management infrastructure. And it'll be a
great example for staff.

invent Every Way You Can.

Forget that you're closing for the night. If volunteers
can offer two more hours, take advantage of it. Give them
something to do at home. Or stay open longer. Special
time slots are a good convenience to those whose own
hours are limited, but don't restrict volunteering to just
those slots.

What if No One’s Volunteering?

If there aren’t any volunteers knocking at your door,
should you put the idea of volunteers out of your mind?
No, there’s still something you can do—you can dream!

If seven volunteers walked in right now, what would
you ask them to do? Come up with half a dozen projects,
simple to complex. Do it again tomorrow. It's excellent
practice. Then, when real volunteers show up, you'll have
tons of concrete tasks to shell out.

Remember, it Pays.

Donors pay for accomplishments. They'll pay for your
ability to harness volunteers’ energy to solve the world’s
problems.

And you know what more revenue means. m
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Seven Ways
To Be Unreasonable

Here’s how to get results beyond your wildest dreams,

BY PAUL LEMBERG

easonable people, to paraphrase George

Bernard Shaw, adapt themselves to the

world; unreasonable ones persist in

trying to adapt the world to themselves.

Therefore, all progress depends on
unreasonable people.

The very idea of “being reasonable” prescribes some-
thing restrictive. It exhorts us to remain “within the box,”
to do what sensible people would do: not to over-commit
ourselves, to be cautious, to avoid risks, to hold our
trump cards.

What is the alternative? To be unreasonable,
of course. Here are seven applications of being
unreasonable.

Think beyond what's normal, proper,
and appropriate.

Typically, one of the first things prospective clients
say to me is, “But you're not from our industry. How can
you understand our problems, much less provide solu-
tions?” My response: “The last thing you need is someone
from your industry advising you. You already have plenty
of people thinking similar and over-used ideas.” What you
need is thinking un-bounded by the traditional logic of
your industry—ideas that can bring an un-reasoning
perspective.

Remove the excuse option.

2 Eliminate the reasons why.

There are reasons why people do things a certain
way. Challenge those reasons, and ask, “What if we did it
this other way? What would happen then? What would
work better? What would really rock you?”

3 Get rid of the reasons why not.

When people in your organization don’t produce the
desired results—results to which they've committed
themselves—they usually have reasons why not. They act
as if those reasons are almost as good as the results.
They say, “Well, it didn’t work, but here’'s why not,” or
“We didn’t get it done, because...” Or, worse still, “We
didn't even try because...”

Remove the excuse option. Your whole organization
will shift once people know that they can’t make excuses
—that all they can do is produce the desired result or try
another way to get the desired result, or try again in yet
another way until they get the desired result.

4 Set unreasonable expectations.

Ask people to reach farther than they think is reason-
able or normal. Ask them to go beyond cautious com-
mitments that hedge their bets. Let them make risky
pronouncements that exhilarate them but might threaten
the natural order of things.
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Place giant stakes in the ground; then ask people to
turn those unreasonable expectations into reality. This
strategy will dramatically increase effectiveness and
productivity. Why should you settle—why should your
clients settle—for what is reasonable and predictable?
Why accept the norm, the average, the median? Apply
unreasonable thinking. Set unreasonable expectations.
Then reward people when they deliver.

5 Make unreasonable requests.

This approach will aid every executive when working
with vendors and employees. Keep asking for more,
better, sooner. Up the ante. Ask people to perform
beyond their best.

This is not a negotiating tactic. It is not “nibbling.” It
is asking people to perform beyond their own sense of
what is reasonable. Sometimes people will fail to meet
these unreasonable commitments; don’t beat them up for
it. Sometimes you'll get stellar results you wouldn’t have
dreamed of previously.

6 Devise unreasonable plans.

Does this sound like an oxymoron? Most nonprofit
organizations plan to achieve reasonable results relative
to past successes and failures or, even worse, relative to
questionable nonprofit lore. Instead, begin with a more
profound question: What would make a really big differ-
ence? What would cause a breakthrough for the organiza-
tion? What would dramatically improve your clients’
lives? What would be “worth doing”? The answers may
not be reasonable; they may instead take you down a
path toward huge success.

7 Forecast unreasonable futures.

Most nonprofit organizations forecast their results—
revenues, growth rates, and so on—based on prior years’
results. They call this reasonable. Similarly, they assume
nonprofit norms and consider them reasonable. But in
the twenty-first century, driven by the incredible rate of
change in all aspects of our culture, our sector, our
workforce, available technology—to think that anything
dating from last year remains the same in this one—that's
unreasonable.

A better approach is to bring together everything you
know about the situation to date. Take all factors, inter-
nal and external, into account, and add all the future
changes you can imagine. Then, use those results to fore-
cast unreasonable results and make unreasonable plans.

What's next?

So, what to do? Should you give up all pretense of
rationality and logic? Should you step outside the norms
and ignore the accumulated wisdom of the nonprofit
world? “That would be great if it works out,” you
say, “but if it doesn’t, my job is on the line.” Right?
Well, yes, but...

Unreasonable thinking doesn’t mean un-thinking.
Unreasonable thinking is about exploring. Pushing the
envelope. Cross pollinating. Intuitive inventing. It may be
that the line separating unreasonable ideas from ridicu-
lous ideas lies where thinking is left behind. Or perhaps
the line lies only in hindsight.

The fear of failing, the fear of jeopardizing your
future, is the biggest obstacle to creating great results.
The only way to create breakthrough results is to take
the road less traveled—to create ideas and programs that
are unreasonable—and go for it. If you fail people will—
with perfect hindsight—call your idea ridiculous. But if
you succeed. . .wow! m
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GLOBAL thinking

The End of Philanthropy:
A New Model for Globalization

Can social responsibility go hand in hand with profits? Can a corporation become a vital member of
the global community? Its not as hard as we all might think.

BY MARC R. BENIOFF

n the new world economy, corporate CEOs

must answer not only to shareholders,

investors, and governments but also to the glob-

al community in which they operate. | recently

joined 3,000 other CEOs at the World Economic

Forum (WEF) in New York City to discuss globalization

and its consequences on local economies, welfare, and
the environment.

While few would dispute the economic benefits that
large corporations bring to the international marketplace,
there has yet to emerge a consensus on what it means for
a corporation to be part of the global economy, what
responsibilities this role brings with it, or the best way to
fulfill those obligations. This uncertainty has bred suspi-
cion among those on the receiving end of globalization
and inspired fierce protests wherever the world’s eco-
nomic and financial leaders meet—-opposition that often
falls on deaf ears.

While 10,000 protesters lined the streets outside
the WEF, presenter Zaki Laiidi, a senior research
fellow at France’'s Centre d'Etudes et de Researches
Internationales, put the problem succinctly: “Global-
ization is not providing a collective purpose. There is a
lack of tolerance for an alternative perspective.”

Still, even the world’s richest man can see the validity
of the protests. Bill Gates, presenting at the WEF, said,
“It's a healthy thing there are demonstrators in the streets.

We need a discussion about whether the rich world is giv-
ing back what it should in the developing world. | think
there is a legitimate question whether we are.” Gates has
backed up his words by becoming the world's largest
philanthropist since the inception of his corporation.

The question is; How can corporations move beyond
isolated acts of philanthropy to integrate corporate
responsibility more fully into the new global system?

The Disenfranchised Globalized
Corporation

The protestors in New York, and attendees of the
World Social Forum held concurrently in Porto Alegre,
Brazil, feel that globalization is destroying the native cul-
tures, economies, and environments of the poor, undevel-
oped, and unrepresented billions. Lacking mindfulness of
the social and physical environment, globalization is fos-
tering the creation of a new global consciousness based
on capitalism alone. Sadly, this view is supported by
many examples of corporations acting without a sense of
corporate responsibility, from child labor and sweatshop
practices to deforestation, job displacement, and reloca-
tion. In a business culture that values profits above all
else, the typical globalized corporation is completely dis-
enfranchised from the communities in which it operates.

No business should remain at odds with its community, whether that community
Is @ small town or the entire world.
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In previous generations of business, it was a different
story. Local businesses served local communities, and
their value stayed in the community. Profits were rein-
vested locally, and business owners heard and responded
to local feedback. As corporations prospered and grew,
stakeholders throughout the community—not merely the
stockholders who owned the company—-shared in the
rise. The system was hardly perfect, but it was far more
equitable than under today’s globalized corporations.

Consider Starbucks, a poster child for the rapidly
expanding globalized brand—-and a favorite target for
protesters. As the company moves into new markets, it
replaces local establishments owned by community
stakeholders with corporate-owned stores staffed with
minimum-wage workers. Profits and equity are returned
to corporate headquarters, rather than to the local econo-
my formerly supported by the businesses it has displaced.
This has worked out well for the Seattle/Tacoma region,
where Starbucks has been an active supporter of the arts,
education, health care, and human rights; but what about
the rest of the world that provides the revenue?

The End of Philanthropy

No business should remain at odds with its commu-
nity, whether that community is a small town or the
entire world. The questions facing today’s modern corpo-
rations are; How can we address the valid issues raised
by the protesters while still doing business? How can we
establish that the corporation is not disenfranchised from
its community, but a vital member? How can we develop
a model that integrates a commitment to all our stake-
holders, not solely our shareholders? And how can we
accomplish all this while preserving the concept and the
economic benefits of a globalized corporation?

Businesses often turn to corporate philanthropy as a
way to demonstrate their goodwill toward society while
serving the greater good. During my last years of service
at Oracle Corporation, | was asked to oversee the dona-
tion of $100 million worth of computers to schools. The
resulting program, Oracle’s Promise, placed computers
and training in hundreds of schools worldwide in under
two years. It was the success of this venture that led me
to ask a fundamental question: “Is there a better way to
leverage a global corporation’s assets for good than
charity in a silo?”

The problem is that such acts of goodwill happen in
isolation, separate from the forces that created them,
and are the exception rather than the rule. What is
needed is a new architecture for globalization developed
with full awareness of the constraints of the current
system—what Fortune Magazine's David Kirkpatrick,

summarizing the work of a small group of social entre-
preneurs and new-age corporate leaders, has called “the
end of philanthropy.”

I often ask my peers in Silicon Valley, “What if
Sequoia Capital, or a similar high-quality venture capital
firm, required the companies it invested in to put one
percent of their equity into a public charity serving the
communities in which they do business?” The answer is
that Cisco, Oracle, Yahoo, and other Silicon Valley com-
panies would have built up one of the largest public
charities in the world, amassing billions of dollars to
help fund multi-dimensional solutions to the very prob-
lems the WEF protesters have cited. This simple idea
points to a powerful new way to make doing good an
integral part of doing business.

The Integrated Corporation

The integrated corporation creates value for its
shareholders and its stakeholders alike. Its size and the
location of its headquarters don’t dictate a centralized
return of its value; rather, its value is fully distributed not
only to its leadership, but to the communities in which it
operates, and the global community as a whole. It is a
new architecture for globalization.

The Move from Philanthropy to the
Integrated Corporation

Past Model Present Model Future Model
Proprietors Shareholders Stakeholders
Local Global Corporate
Supporters Protestors Advocates
Charities Corporate Integrated
Philanthropy Corporation

Under this architecture, globalized corporations can
leverage employees, equity, products, alliances, and rela-
tionships to support stakeholders in a way that smaller,
local companies could not, demonstrating the company’s
value to the community while turning protestors into
advocates. But it will take leadership, creativity, innova-
tion, and the investment of resources to make this vision
a reality.

CEOs can look at their corporations and ask, “Where
do | have the most leverage to serve?” Three areas come
immediately to mind: corporate value, corporate time,
and corporate profits. Accordingly, three models have
emerged:
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But imagine: What if this had been done 25 years ago, upon Microsoft's founding,
rather than at the culmination of a lifetime’s achievement?

1. Place a percentage of corporate equity into a
public charity.

When | launched salesforce.com, a company dedi-
cated to delivering enterprise applications over the Inter-
net, | also created salesforce.com/foundation, a
501(c)(3) public charity, independently financed, with
the mission to bridge the digital divide in the communi-
ties salesforce.com serves. Alongside private funding
sources, salesforce.com placed more than one percent
of the new corporation’s stock into this foundation. The
dream has been that as the company grows, the founda-
tion grows proportionately and is fully integrated into
the company that powers it.

The foundation has built 17 technology centers in
this country and 20 in other countries. It encourages
employees to donate time to these projects, resulting so
far in 1,700 hours of community service—-well on the
way to our goal of one percent of the company’s time.
The foundation has leveraged the corporation’s rela-
tionships with global companies to provide many
technical and social pieces beyond its own resources.
Salesforce.com also provides its service without charge
to over 50 charities, NGOs, and universities worldwide,
accounting for approximately one percent of its users.
The result is one of the most successful implementations
of a foundation within a corporation.

The impact on employees and communities has
enriched everyone involved. One staffer spends his
Mondays at a salesforce.com/foundation technology lab,
sharing his professional skills with the local youths he
mentors. A volunteer from sales support gives time to a
tutoring program, providing support, positive influence,
and communication to an at-risk student. The vice presi-
dent of product marketing works with adults with no
previous computer experience, helping them add skills to
land a new job or prepare marketing materials for their
small businesses. Meanwhile, groups from the foundation
centers regularly visit the salesforce.com offices for
career days, with some even signing on as interns who
help with everything from finance to marketing to sales.
Providing a vehicle for volunteerism helps employees
make community involvement a central part of their lives.

Salesforce.com/foundation’s work seems insignifi-
cant compared to the Bill and Melinda Gates Foundation.

Gates’s contribution of more than $24 billion dollars of
Microsoft stock gave his foundation the largest endow-
ment in the world. Engaged in a highly focused effort to
combat the developing world’s most serious illnesses, the
foundation is led by a top Microsoft lieutenant, Patty
Stonesifer. The foundation represents one of the most
significant acts ever from a captain of corporate industry,
an inspiration for all entrepreneurs big and small.

Who would criticize this incredible act of charity?
But imagine: What if this had been done 25 years ago,
upon Microsoft’s founding, rather than at the culmination
of a lifetime’s achievement? What if Gates also donated
one percent of his company’s time to the communities
served, unleashing a true “Army of Compassion” of tens
of thousands of smart, capable people around the world?
What if Gates led the foundation from within Microsoft
as a key corporate function? How could his company use
its relationships with the world’s largest corporations to
advance other social causes? Why does the foundation’s
work have to be separate from the tangible and intan-
gible assets of the corporation that generated its funds?

Is it too late to integrate the two?

2. Encourage a percentage of employee time to
be used for community service.

Alan Hassenfeld attended the World Economic
Forum to see how far corporations have come in doing
social work. Hassenfeld, CEO of Habsro, has pioneered
many concepts of the integrated corporation. One of his
goals is to have one percent of corporate time available
for service to local communities. His Team Hasbro
program serves its communities with a corporate founda-
tion and a mission to “make our community smile.”
He offers employees four hours of paid time-off per
month to volunteer with children. They simply log onto
the company’s Web site, which is both a resource for
employees and a posting site for nonprofit organizations
to announce needs.

Timberland, one of the world’s largest outdoor-
apparel companies, provides another excellent example
of volunteerism. In 1992, the company created the Path
of Service program, dedicating 16 hours of paid service
for each employee to work for their community. Just five
years later, the program’s success led it to be expanded



to 40 hours donated per employee. The fully integrated
program has now grown to give more than 200,000 hours
of service through more than 200 social service agencies
in communities in 73 American cities spanning 30 states,
as well as in 18 foreign countries.

3. Return a percentage of profits to the global
communities served.

Ben and Jerry’s has taken the idea of integrated
service furthest of all, integrating philanthropy into its
products, marketing, and human resource practices.
Giving away 7.5 percent of its pre-tax earnings, Ben and
Jerry’'s delivers funds in three ways: through the Ben &
Jerry’s Foundation (http://www.benandjerrys.com/
foundation/index.html); through employee Community
Action Teams at five Vermont sites; and through corpo-
rate grants made by the director of social mission devel-
opment. No other company has such an explicit program
for donating profits and time. The Foundation is man-
aged by a nine-member employee board and considers
proposals relating to children and families,
disadvantaged groups, and the environment.

Merck is one of the most successful pharmaceutical
companies in the world today, generating profits through
proprietary designs on many of the world’'s most impor-
tant drugs. Several years ago it decided to donate
Mectizan, one of its premier products and the key to con-
trolling river blindness, to African villages. Working with
the World Health Organization, the World Bank, dozens
of NGOs, and local ministries, Merck provides a valuable
resource to more than 25 million people annually. This
donation of a product and the profit that goes with it has
a global impact on social health.

Research verifies time and again that companies can
make a major difference with relatively small invest-
ments. In tandem with the United Nations, the world’s
salt manufacturers have made sure that all salt manu-
factured for human consumption contains iodine. As a
result, more than 90 million newborn children every year
are protected against iodine deficiency and thus against a
major cause of mental retardation.

The True Goal

Through the development of an integrated corpora-
tion, those within the company will themselves be trans-
formed. Former President Clinton said, “The only path
through today’s global problems is a higher conscious-
ness.” However, it is not enough to speak on it, pray on it,
or write about it. We have to do the work and convert our
rhetoric into practice.

Kofi Anan has said, “Those who have the power and
means, governments and businesses, must show that
economics, properly applied, and profits, wisely invested,
can bring social benefits within reach not only for the
few, but for the many, and eventually for all.” Work done
by Harvard Professor Jeffrey Sachs and his peers has
shown that helping others through a corporate structure
returns untold benefits. But it cannot be done for that
reason alone. It has to be done because it is the right
thing to do. It is our responsibility, not just our obligation.

While we will be able to measure the benefit of pro-
grams like these on society, we should also be conscious
of the effects on the organizations involved. Employees
seeking greater fulfillment in their lives need look no
further than their workplace. Complaints of working only
for the good of the corporation will be replaced by
satisfaction with how their work has improved the
world itself.

We are on the threshold of a new world. The horrific
events of September 11, 2001, make it clear that we must
listen to—-not just act upon—the rest of the world. Are
we creating a world where we can all participate in value
creation and at the same time provide value to those who
are serving us? We can come forward and use our hard-
earned leadership skills for a higher purpose: to integrate
our globalized companies into the systems of which we
are already a part. m

Marc R. Benioff founded salesforce.com in 1999 with a vision of
catalyzing “the end of software.” A 20-year software industry veter-
an, Benioff pioneered the concept using a simple Web site to deliver
enterprise applications, demonstrating how Web services would
render conventional enterprise software obsolete. He also founded
salesforce.com/foundation (http://www.salesforcefoundation.org), a
multi-million-dollar philanthropic initiative focused on bridging
the digital divide. He has received the “Promise for Peace” award
for his work in using information technology to foster the peace
process and the “Bridge Award” for his work connecting under-
served youth to the Internet.
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CASE files

No Good Deed Goes Unpunished

What happens when staff ignore your rules and requirements?

BY MELANIE L. HERMAN

elping Hands! is a

community-based

organization that

helps people with dis-

abilities by providing

transportation to shopping areas and

social events. The organization also

sends volunteers to its clients’ homes

to help with house cleaning, errands,
and chores.

Twice a year, the organization
conducts an extensive training pro-
gram for its new and veteran
volunteers. During these sessions,
volunteers learn how to help clients
safely, how to protect themselves
when visiting unfamiliar neighbor-
hoods, and how to report incidents
and accidents. The director of volun-
teers explains the safety features of
the organization’s equipment, includ-
ing its wheelchair-equipped, multi-
passenger vans.

The Case

One day, volunteer Doug Good
took two clients home in the wheel-
chair-equipped van after a volunteer
recognition banquet. As he helped
them into the van, they congratulated
Doug on being chosen Volunteer of
the Month. They also commented on
his long record of driving for the
organization, during which he had
never been involved in an accident.

Over the years Doug had heard
countless complaints from wheel-
chair-bound clients about the discom-

fort of the van's seatbelts. As a result,
he made it a practice to help clients
buckle their seatbelts only when they
asked him to do so. If they didn't
request help with the van seatbelt,
he used the seatbelts attached to
the passenger’s wheelchair. These
seatbelts—waist belts with a D-ring
and Velcro closure—caused little if
any discomfort.

The drive home was uneventful
until Doug reached a highway on-
ramp. He inched forward to get a
clear view of oncoming traffic.
Seeing a tractor-trailer heading in his
direction in the slow lane, he tapped
the brakes to wait until the lane was
clear. The anxious driver of an SUV
behind the van didn’t wait. He hit the
gas pedal, hoping to make a speedy
entrance onto the freeway. Instead,
he rear-ended the Helping Hands van.

Although the accident was minor
in terms of damage to the van (the
bumper was dented), one of the
wheelchair-bound passengers tum-
bled to the floor when the Velcro
seatbelt on her wheelchair failed to
restrain her. Her face and right arm
broke the fall. Due to severe osteo-

porosis, her forearm shattered into
more than a hundred fragments and
required extensive surgery. In addi-
tion, she suffered a broken jaw and
several broken teeth.

Risk Management
Lessons

In this case, Helping Hands had
taken many steps to protect its
clients’ safety. These measures
included extensive training to ensure
that volunteers understood how to
use the organization’s equipment. The
organization also took the time to
explain its rules and procedures to
volunteers. Yet a long-time, trusted
volunteer deliberately disregarded an
important safeguard—the van’s seat-
belt restraint system—and a disas-
trous injury resulted. Ironically, the
injury was caused by a relatively
minor accident—one the driver may
have been powerless to avoid. This
case points up the need for the fol-
lowing risk management activities:

1. Don’t just teach; teach why.
When instructing volunteers and paid

Safety measures that are routinely ignored could be
a smoking gun in litigation.




You may need to “unlearn” methods that have been
repeated in countless hanabooks.

staff about safety equipment, explain
the role this equipment plays in pre-
venting injuries. It isn't enough to
remind staff that clients should be
buckled in. Also explain that the vehi-
cle’s seatbelt and airbag restraint
systems won'’t protect occupants
unless they're used according to the
manufacturer’s instructions. Period.

2. Experiment with training
techniques to find an approach
that works. Consider adding a role-
playing component to your staff
training program. For example, one
person might pretend to be a client
who doesn’'t want safety measures
used on her behalf. Another employ-
ee might practice explaining, “I'm
sorry, ma’am, but if | don't secure the
van seatbelt around you I'm not
authorized to put the van in gear and
leave this parking lot. | could be fired
for doing so.”

3. Measure the effectiveness
of your safety and risk manage-
ment techniques. Solicit feedback
from staff and clients.? Ask clients
whether staff members consistently
adhere to safety rules. Ask volunteers
and paid staff whether clients are
cooperative or uncooperative in fol-
lowing the rules. Find out if clients
do anything that undermines the
equipment’s effectiveness, such as
unbuckling seatbelts once the vehicle
sets off. Ask volunteers what might
be done to address these client
actions. For example, a driver might
suggest that the organization install
lambs-wool seatbelt covers between
the belt and passenger to reduce dis-
comfort. Another driver might rec-
ommend that the vans be checked
out by a safety specialist. Such a spe-
cialist could determine whether the

belts are positioned correctly and
explain what to do if the seatbelt falls
on the wrong spot on the passenger’s
body. For certain vehicles a clip may
be available to reposition the seatbelt

properly.

4. Enforce measures that
keep your clients and other per-
sonnel safe. Safety measures that
are routinely ignored are more than
useless; they could be a smoking gun
in litigation. The widespread knowl-
edge that safety rules aren’t followed
could prove that your nonprofit had
knowledge of possible danger (evi-
denced by the existence of the rule in
the first place) but chose to ignore
enforcement (possible evidence of
negligence).

5. If it’s broken, fix it. If rules
are ineffective or equipment doesn't
perform as intended, find new ways
to keep people safe while in your
care. Look for equipment and tech-
nigues that improve safety without
bankrupting your nonprofit. For
some organizations this means
“unlearning” methods that have been
repeated in countless handbooks.
Nonprofits are dynamic organiza-
tions that must continually look at
what they do and how they do it in
order to meet the standard of care
required by society.

The Lesson

The risk management lesson
described here can be applied to any
nonprofit committed to protecting its
clients from harm. Whether you're
training home health-care aides,
after-school math tutors, or coaches
for a recreational program, you need
to pay attention to the safety training

you provide for your staff—both paid
and volunteer.

It's never enough to go through
the motions. You need to make sure
your employees understand the
reasons for your rules. And be sure
your procedures are updated as
necessary to meet the needs of those
you serve. m

Footnotes
The name of this organization is fictional,
but the factual description of the claim is
based on an actual NIAC claim.
2For information on gleaning feedback
from employees and clients, see Fisher, Lauer,
and Young in “Resources.”

Resources

Fisher, Allan H., Jr., “Testing the Waters:
How to Predict Response to Your New ldea,”
Nonprofit World, Vol. 8, No. 5.

Herman, Melanie, “A Perfect Safety Record
Slip Slides Away,” Nonprofit World, Vol. 19,
No. 5.

Lauer, Larry, “Are You Using the Power of
Focus Groups?”, Nonprofit World, Vol. 14,
No. 5.

Young, Dennis, “What Does Feedback Have
to Do with Governance?”, Nonprofit
World,Vol. 14, No. 6.

These resources are available from the
Society’s Resource Center, 734-451-3582,
WWW.SNPO.0rg.

This column is dedicated to helping readers
understand typical claims filed against non-
profit organizations and the risk manage-
ment steps that could have made a difference
in each instance. The scenarios featured in
this column are adapted from actual claims
files at the Nonprofits’ Insurance Alliance of
California (NIAC) and the Alliance of Non-
profits for Insurance, Risk Retention Group
(ANI-RRG). NIAC and ANI-RRG are part of
a group of 501(c)(3) insurers owned and
governed by nonprofits. For more informa-
tion, visit www.insurancefornonprofits.org
or call 800-359-6422.

Melanie Herman is executive director
of the Nonprofit Risk Management Center,
1001 Connecticut Avenue, NW, Washington,
DC 20036, www.nonprofitrisk.org, 202-785-
3891. The Center, an independent nonprofit
resource organization, provides free techni-
cal assistance, practical publications, risk
assessment software, customized training,
and competitively priced consulting services.
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Baby Boomer Volunteers

Are you taking advantage of this new influx of talented volunteers?

BY TERRENCE FERNSLER

RELEVANT reviews

Prime Time: How Baby Boomers Will Revolutionize Retirement and

Transform America

By Marc Freedman. 292 pages. Hardcover. Public Affairs, 250 W 57th St., Suite 1321, New York, NY 10107.

n this forward-thinking
book, Marc Freedman
describes a new reality of
volunteerism. As baby
boomers retire, they are cat-
apulting their energy and talents into
their communities, transforming the
nonprofit world. This book, better
than any other, can help us confront
this new reality.

Both family and community have
suffered devastating blows in recent
years. Neither will be wholly reinstat-
ed in its old form. But it is time to
face reality and move forward in
pragmatic and innovative ways.

Many nonprofits are doing just
that. One example is Troops to
Teachers, in which retired military
officers help in school classrooms. In
another program, working-class
retirees mentor high-risk youth,

giving the older people a sense of
importance and showing the teens
that someone cares. The key to
these programs’ success, Freedman
explains, is matching retirees’ skills
with community needs.

Freedman extols the benefits of
making use of what older Americans
have to offer. Civic involvement in
retirement offers a concept of a
whole life. It elevates civic life. It
rebalances responsibilities from over-
worked middle-agers. It promises a
better future.

Retired people are living health-
ier, longer lives and doing so sooner
than most of us are prepared for.
Baby boomers can look forward to 20
to 30 healthy retirement years—
a new third age of their lives.

Many see this new third age as
an opportunity to give back to the

society that helped them reach this
age of leisure. What this means for
nonprofits is a huge influx of retirees
who want to decide how they will
help.

Retirees tend to know their
strengths from years of experience.
Successful organizations will play to
those strengths. m

Terrence Fernsler is development director
of the Resource Conservation and
Economic Development District in
Aberdeen, Washington, and president of the
Development Training Institute, P.O. Box
15, 311 W. Martin, Elma, Washington
98541.
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L Trends in Nonprofit Enterprise

A new survey paints a vivid picture of the nonprofit
earned-income landscape. For example:

= Of the 519 organizations that responded to the
survey, 42% operate a commercial enterprise,
while 23% would like to start one.

= Nonprofits that operate business ventures
tend to be more established and have larger staffs
and budgets than organizations without such
ventures.

e Nearly 90% of respondents with for-profit
ventures report that their venture’s objectives
relate to their nonprofit mission, while 39% say
their for-profit enterprises provide jobs and train-
ing to their constituents and 34% say the ventures
contribute to positive community relations.

e The report highlights sound business plan-
ning as one of the most important factors in a
successful earned-income venture. Yet only half
of those operating for-profit ventures wrote
business plans before launching their venture.

e Top management is a critical force in initiating
and championing the venture.

= Nonprofits operating ventures see a bottom-
line benefit. On average, their ventures generate
12% of annual net revenue.

* While financial return is the main reason
nonprofits start businesses, such ventures also
have a positive impact on the organization’s
reputation, mission, programs, culture, self-
sufficiency, and ability to attract and retain
donors and staff.

The report points to a need to support nonprofits
interested in building new ventures, especially by pro-
viding sound business planning. To meet this need, the
Partnership on Nonprofit Ventures has been formed.
See www.ventures.yale.edu/factsfigures.asp. 4

kI New Group Rates Charities

A new watchdog group has put charity rat-
ings online, measuring nonprofits’ financial
health based on their short-term spending and
long-term viability. Each charity is given stars,
from zero to four, to compare it with other non-
profits. See www.charitynavigator.org. K

L1 So You're a Family-Friendly
Organization?

Do you practice what you preach? Answer
the following questions to see how family-
friendly you really are:

Do you schedule meetings early in the
morning? It's great that you provide flextime
for working parents. But are you leaving them
out of the loop by scheduling early morning or
late afternoon meetings—the times when many
parents are trying to get the Kids to or from
school and daycare?

Do you send employees on trips that
run into the weekend? Make sure that trips
are conducted during the workweek. Sending
people out on a Friday sends a message that
work takes precedence over their personal time.

Do you hold up workaholics as good
examples? While it's good to reward hard-
working employees, you send a negative mes-
sage when you encourage marathon workers.
Doing so can have the same psychological effect
as punishing people who leave at 5:00 p.m. to
have dinner with their families. G

—adapted from MyPrimetime.com Web site
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kI Manager-Employee Communication Requires Three Things

Research indicates that managers spend 50-80% of their time communicating. But how can you be sure that com-

munication is effective? Here are three keys:

1. All players must have the appropriate communication skills. This may mean that you and your staff need
formal training, or it may mean that you coach staff and provide feedback so they can improve.

2. The organization must foster a culture of trust, openness, and shared responsibility. Without it, all the
skills in the world will be wasted. You play a critical role in nurturing such a climate.

3. Effective communication requires attention. It doesn't just happen but develops as a result of an
intentional effort on the part of management and staff. If you make the effort to improve communication, your staff will

recognize that it is important. If you ignore it, so will your staff.

—adapted from the Institute for Conflict Prevention

K1 Tips to Take Back Your Time

Are you working more hours to get the same or even less done?
Use these tips by Jan Jasper (www.businessknowhow.com) to take
back your time:

« Cleaning off your desk can actually interfere with effi-
ciency. It's more important to have a good system for getting work
done than it is to have a clean desk.

= “Handle each piece of paper only once” is bad advice. But
do make a decision or take an action each time you handle a paper.

= Avoid binders. If you don’'t have time to file, where will you
find the time to hole-punch?

= Filing alphabetically is rarely a good idea. You're better off
filing by category or purpose—placing related items together, regard-
less of where they fall in the alphabet.

e The way to clear your desktop without losing track of
current work is to create Action Files for works-in-progress.
As a back-up, note important deadlines in your planner. This
conquers the “out of sight, out of mind” worry.

e Stop making notes on paper—type them into your
computer instead. It's easy if you place the phone next to your
computer and use a telephone headset. You'll save hours upon hours
every week by eliminating paper!

= Leaving a voice mail message is more efficient than send-
ing an e-mail. Not only is it faster, but recipients who are away from
the office will get a voice mail message sooner. E-mail is best for non-
urgent communications or when you must keep a detailed record of
what was discussed.

= Never file a newsletter intact. Note any events you plan to
attend in your appointment book, tear out useful articles and file
them by topic, then throw away the rest of the newsletter. Q

K Fundraising Outlook Good,
Survey Says

Most charities saw an increase in
donations last year, according to a sur-
vey by the Association of Fundraising
Professionals (AFP) (800-666-3863,
www.afpnet.org). The survey revealed:

* Nearly 60% of respondents
raised more money in 2001 than
2000, while 10% raised the same
amount.

= Giving increased in nearly all
subsectors, especially among social
service and religious organizations,
and in all organizations regardless of
size or budget.

e« The economy and the
September 11 tragedies were the
biggest challenges to raising funds,
though many respondents noted that
September 11 did not affect their
organizations and that its impact on
charities has been overstated.

* Nearly 60% of respondents
believe that giving to their organiza-
tions will be even greater this year,
and 28% feel it will stay about the
same. A
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For ten years,
we've helped :
nonprofits manage N =
their finances, ,
develop programs
and strategies,
and improve
organizational
performance.

esources

« Sample Accounting Policies Software
« The Tax-Exempt Organization Alert®

« Nationally-Recognized Training
Programs

For additional information and a complete list of our
financial management resources, visit our Website at:

www.nonprofitresource.com

es

Performance Consulting and Operational Auditing
WORKPOINTS® Training to Improve Workforce Behavior
Business Process Improvement
Strategic Planning and Program Development
Facilitation of Board and Management Meetings

For more information, call us today! (301) 987-0287

Nonprofit Resource Center”
1700 Rockville Pike - Suite 400 - Rockville, MD 20852
(301) 987-0287 - www.nonprofitresource.com




When you need to make your presentations Stand Ok, who de you call ?

[, OFULLCOMPASS "

L

i =

Audio, Video, AV, Lighting
Great Deals. All The Time., Prosentation
T —
800-356-5844 SiTeens g

I.ightil:g,"[‘it:ls. | —
Backdrops R Sra s www.fullcompass.com r

'

LM

Televisions , Displays,

YCR & DVD players

At Fuli Compass,
we unilsretamd the
needs ef omn-profits,
Knowizdgaahle zales
atafi to help yau
purehiss affectively
il the best prices!
28 ynmry nervieing b
nan-prafit commamnity,

WE MEET
CHALLENGES
WITH
SOLUTIONS!

." NON-PROFIT ORG.
Y U.S. POSTAGE
PAID

The Society for LA CROSSE, WI
PERMIT NO. 149

Nonprofit Organizations
5820 Canton Center Road, Suite 165
Canton, Michigan 48187



