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 Praise for Forces for Good

“As the social sector grapples with critical operational issues such as capacity building and outcomes measurement,  Forces for Good reminds us that impact is of greatest importance. Although these other factors are significant, they are simply the means to an end. We need to be more focused on how our efforts make a tangible difference in the communities we serve.”

—Mario Morino, chairman, Venture Philanthropy Partners

 

“[Forces for Good is] an essential road map to success for any funder and a must-read for nonprofit leaders who seek to build the next generation of high-impact organizations.”

—William Draper, director, and Jenny Shilling Stein, executive director, The Draper Richards Foundation

 

“Teachers and students of nonprofit management, and social change in general, will benefit from this book. It provides a fresh look at the elements of good organizations.”

—Christine Letts, associate dean for executive education, John F. Kennedy School of Government, Harvard University

 

“I’m constantly on the look out for tools that can help leaders of social-purpose organizations deliver mission results. Forces for Good is a great new addition to my recommended list. It’s a must-read for anyone involved in social change.”

—Kriss Deiglmeier, executive director, Center for Social Innovation, Graduate School of Business, Stanford University
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For Caleigh and Somerset




 FOREWORD

When my wife Jean and I created the Case Foundation in 1997, we were confident that by putting some of our personal resources to work, we could help to solve some of the world’s most pressing problems. After all, we had both had successful careers in business. We knew how to recruit the right people, act on a business plan, identify barriers to success, and overcome obstacles. We said to ourselves, “How hard can it be to succeed in the nonprofit sector?”

Well, ten years later we understand how hard it really is. We’ve learned to appreciate the nonprofit arena’s inherent complexities and how difficult they can be to navigate. We also have realized that being effective requires unique expertise. Indeed, over the last few years, not many nonprofit leaders have managed to build and scale organizations that have significant, widespread impact.

Today, with the number of donors growing at a rapid rate worldwide, the nonprofit sector has a tremendous opportunity to shape a better future for humanity—but only if people can transform their goodwill into genuine results.

And that is what makes Forces for Good so timely and so welcome. This thoughtful book provides what business people, policy makers, philanthropic investors, and nonprofit leaders have needed for a long time—an intelligent, articulate analysis of the key factors required to generate successful, lasting outcomes in the nonprofit space. Instead of merely asking, “What do nonprofit managers need to do to run a great organization?” Leslie Crutchfield and Heather McLeod Grant ask, “What do nonprofit leaders need to do to create impact that extends far beyond what they could achieve alone?” The answers provide a road map for systemic change, and an inspiring call to action.

Imagine a world focused on high-impact giving, where non-profit organizations collaborate with business to harness market  forces for good causes and leverage business people as resources for planning and operational excellence. Imagine executives and boards thinking beyond their own needs, collaborating with their competitors to share scarce investment dollars, and developing a network of active, engaged supporters who can transform an entire field. Imagine a cohort of nonprofit leaders geared toward innovation, prepared to adapt their organizations to changes in the nonprofit marketplace and able to refresh their operating structures with regular waves of creativity.

Based on hundreds of interviews and several years of in-depth research on America’s leading nonprofits, the authors have identified these practices as essential for every nonprofit executive to pursue. And while this book is clearly aimed at the social sphere, its lessons can be applied elsewhere as well.

Regardless of whether you are the CEO of Citigroup or the CEO of City Year, you will need to understand and implement these practices to achieve your philanthropic goals. The world we live in is changing rapidly, and the lines that divide the business, government, and charitable sectors are blurring. The solutions to both local and global poverty require cross-sector partnerships. Collaboration and entrepreneurship are not just options; they are essential to lasting solutions.

In business and through the Case Foundation, I’ve been working to encourage a climate where social entrepreneurship based on these practices can flourish. Recently, I launched a company, Revolution Health, which will help build a new consumer-centric approach to health care. It’s a for-profit organization, but if Revolution Health provides clinics where a sick child can be seen quickly and affordably on a Sunday, or a health portal where consumers can get reliable information about health-care providers or tools to manage health-care spending, I think the public good will be served as well.

Too many people still act as if the private sector and the non-profit sector should operate on opposite sides of an impenetrable wall, where one is all about making money and the other about serving society. A better approach is to take the best of both worlds and integrate these missions: businesses can be “not only for profit” and social-service organizations can learn from the business sector’s best practices, including leveraging capital to maximize scalability  and sustainability, with each contributing to significant and lasting social change.

Every individual, regardless of his or her profession, education, or socioeconomic status, has the power to make a difference. To be successful—to become a force for good—all that is required is the will to engage with whatever you can bring to the table. So, whether you are in business, a nonprofit organization, or government, whether you are a high school student or a grandparent, this book can have a profound impact on your ability to contribute to a more just and sustainable society.

 

July 2007 Steve Case

Founder of America Online

Chairman of the Case Foundation




 PREFACE

It was a chilly spring day in 2003 when Leslie Crutchfield was preparing to welcome a new cohort of social entrepreneurs to the Arlington, Virginia, offices of the global nonprofit, Ashoka. For two years, Leslie had led the North America division of this global fellowship, which provides intensive support to public innovators from around the world. She knew that the group was hungry for advice on how to create large-scale social change—but she also knew that she didn’t have all the answers.

When she had searched for information to give the social entrepreneurs, she couldn’t find many materials that were specific to the unique challenges they faced. Sure, there were plenty of how-to publications about nonprofit management, fundraising, and board development. And she had shelves full of books written about for-profit companies, and what makes great businesses great. But there were few rigorous studies of extraordinary nonprofits or of how the best groups achieve real results. So Leslie found herself cobbling together a hodgepodge of how-to manuals, case studies, and copies of renowned business management books. We need to do better than this, she thought.

At that moment, the idea for this book was born.

Leslie called up her longtime mentor Greg Dees, an expert in the field, and founder of the Center for the Advancement of Social Entrepreneurship (CASE) at Duke University’s Fuqua School of Business. He recognized the need for a book like this, and offered to have CASE sponsor the research.

Around the same time, Heather McLeod Grant was consulting with philanthropists and nonprofits in the San Francisco Bay Area, including the Stanford Center for Social Innovation and the Omidyar Network. She experienced firsthand the huge knowledge gap in the sector—particularly with respect to creating social impact—and she shared Leslie’s frustration with how little empirical  research existed. Management books just didn’t go far enough. Countless entrepreneurs were reinventing the wheel, starting new nonprofits without understanding what had been tried before or what really works.

So when Leslie approached her with the idea for this project, Heather jumped at the opportunity. As friends and former colleagues who had cofounded a magazine for social entrepreneurs in the mid-1990s, Who Cares: The Tool Kit for Social Change, we decided to lock arms once again to tackle this ambitious project.

What we discovered in the process of researching and writing  Forces for Good has both surprised and inspired us. The twelve organizations we’ve studied over the past few years are truly extraordinary, and we feel privileged to have learned from them. We’re delighted to share their secrets to success with you and hope you will be as inspired as we were.
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 INTRODUCTION

During the last several decades, a new cadre of entrepreneurial nonprofits has created extraordinary levels of social impact. These pioneering “change makers” are the vanguard of a growing civic sector—a segment of the U.S. economy now valued at more than $1 trillion. Operating at the interstices of government and the market—a broad and ill-defined “grey space”—these organizations play an increasingly important role in shaping our world.

That’s why we set out four years ago to research and write about some of the most successful nonprofits of our era. We surveyed thousands of nonprofit CEOs and conducted more than sixty interviews just to select the twelve exemplary organizations featured in this book. (See Table I.1.)

Then we spent two years studying these organizations intensively and uncovering their secrets to success. We wanted to know what enabled them to have such high levels of impact. What we learned along the way truly surprised us.

In the course of our research, we discovered six practices that help great nonprofits achieve significant results. Our findings were nothing like the conventional wisdom about nonprofit management we had read before. You’ll learn in this book—just as we learned—that we need new frameworks for understanding what makes great nonprofits great, and new ways of thinking about creating social change. Fortunately, these twelve organizations can help show us the way.

TABLE I.1. TWELVE EXEMPLARY ORGANIZATIONS.



	Organization 	Issue Area 
	America’s Second Harvest	Hunger relief
	Center on Budget and	Federal and state budget
	Policy Priorities	analysis
	City Year	National service, youth leadership
	Environmental Defense	Environment
	Exploratorium	Museums, science education
	Habitat for Humanity	Housing
	The Heritage Foundation	Conservative public policy
	National Council of La Raza	Hispanic interests
	Self-Help	Housing and economic development
	Share Our Strength	Hunger relief
	Teach For America	Education reform
	YouthBuild USA	Youth leadership, housing, job training





 WHY THIS BOOK, AND WHY NOW? 

Our research on high-impact nonprofits arrives at a key inflection point in the development of the global social sector. Indeed, we believe the rise of this sector is one of the great untold stories of our time.

In the United States alone, 1.5 million nonprofits now account for more than $1 trillion in revenues annually of the nation’s economy.  1 During the past fifteen years, nonprofits grew faster than the overall economy, with thirty thousand new organizations created each year. In fact, nonprofits are now the third-largest industry in the United States, behind retail and wholesale trade, but ahead of construction, banking, and telecommunications.2 Although terminology varies—the industry is alternately called civil society, the citizen sector, the social sector, the nonprofit sector, or the third sector—its importance is undeniable.

Internationally, similar trends are reflected in the growth of a global civil society. “Few developments on the global scene over the past three decades have been as momentous as the recent upsurge  in private, nonprofit, voluntary, or civil society organizations,” writes scholar Lester Salamon. “We are in the midst of a ‘global associational revolution.’”3 Worldwide expenditures in this sector account for nearly 5 percent of combined global gross domestic product, or $1.1 trillion in economic activity.4 And the numbers increase each year.

Several forces are propelling this growth. First is the unprecedented amount of wealth flowing to charitable organizations from corporate foundations, private philanthropists, and individual donors. American grantmaking foundations alone currently have nearly $500 billion in assets under management.5 And the estimated amount of money that will be transferred between generations by 2050 is $43 trillion, some of which will ultimately go to charitable institutions.6 Even more important is the new emphasis on “giving while living”—with more donors taking an active role in their philanthropy during their lifetimes. Because nonprofits operate at the interstices of the market and the state, they increasingly act as intermediaries, channeling private wealth to help solve public problems.

At the same time, political pressures and economic realities are forcing many governments to retrench. Big government is out, and market-based capitalism is in. As the social welfare state scales back, nonprofits are filling the gaps and providing services that were historically the domain of the state. In the United States, federal cutbacks in social spending, and pressures to devolve services to the local level, have resulted in more outsourcing to community-based groups. The trend is similar in other developed nations around the world.

Simultaneously, new technologies and instantaneous global communications have created a heightened awareness of the problems facing our fragile planet: climate change; natural disasters; ethnic and cultural conflict; nuclear proliferation; AIDS and pandemics; hunger, homelessness, and persistent poverty. All these issues are compounded by a surging global population that is quickly depleting the earth’s resources. There’s a sense of urgency to solving these problems, as well as a growing awareness that our other institutions are failing us.

In response, leading social sector organizations are rising to the challenge, finding ways to address the world’s problems by working with, and through, government and business to launch innovative  solutions. The best are run by social entrepreneurs—highly adaptive, innovative leaders who see new ways to solve old problems and who find points of leverage to create large-scale systemic change. These organizations—including the twelve profiled in this book—are the vanguard of the social sector. Like their equivalents in the for-profit sector, these nonprofits aren’t content merely to plod along with incremental change or let conventional wisdom stand in the way of their success. They are collectively creating new models for social change.

And the global power elite is taking notice. Today, no Davos World Economic Forum gathering of leaders would be complete without a coterie of social entrepreneurs.7 These leaders are the social sector equivalents of successful business entrepreneurs, only they are creating innovative new solutions to the world’s most pressing social and environmental problems. So it’s not surprising that the two groups are teaming up. Philanthropy has been rediscovered, with a new twist.

Today’s corporate titans aren’t content to merely accrue wealth; they now want to have a more meaningful impact in their lifetimes.  High-tech leaders like Bill Gates of Microsoft, Pierre Omidyar and Jeff Skoll of eBay, Steve Case of America Online, and newcomers like Sergey Brin and Larry Page of Google are giving while living. The global philanthropy game is no longer about making money and passing it on to heirs or donating it to traditional charities like an alma mater, local opera company, or United Way. The new philanthropy is all about leveraging financial resources by investing in the most entrepreneurial agents of change—those that have figured out how to scale their impact exponentially. It’s the end of charity as we know it, and the beginning of high-impact philanthropy.

Given all these converging trends, it’s not surprising that leading social entrepreneurs and their organizations have outgrown the conventional tools of the trade. Merely building a great board or delivering adequate services or even running an efficient non-profit is no longer enough. In order to be true forces for good, they must learn new ways of thinking and acting. Today’s social entrepreneurs, nonprofit leaders, board members, and philanthropists are hungrier than ever for concise, well-researched information that can help them achieve greater social change.

But if you were to study the existing nonprofit management literature, you’d be no closer to understanding how to achieve meaningful  impact in this new fast-paced, global environment. Most early research on nonprofit scale focused on program replication as a means of expanding social impact.8 In the for-profit world, this is the equivalent of studying product development and distribution: a necessary function, but overall, only a small part of what makes great companies successful. In fact, because the sector was still emerging back then, studying nonprofits was a new discipline. These early thinkers paid little attention to the nonprofit organizations themselves and more to the sector as a whole.

Then, in the past decade, the focus shifted to building organizational capacity in order to deliver programs more efficiently.9  Scholars looked at how nonprofit leaders could build effective organizations and manage them well to magnify their impact. Many practitioners welcomed the attention to developing their organizations, because it had been long neglected and represented a necessary step forward. Yet this insight has still not penetrated the conventional wisdom in the field. Too few funders and donors pay attention to building solid organizational foundations.

More recently, nonprofits have been told to look to the private sector for models of success, in part because of the increasing cross-fertilization between the sectors. “Nonprofits need to be run more like business” is the common refrain. Although we agree that nonprofits can learn proven practices from their for-profit counterparts, this still isn’t enough. Better management practices can create only incremental, not breakthrough, social change. And even the best businesses cannot tell us how to change the world, because that is not their primary purpose.

Only the best nonprofit organizations—those that have achieved real impact—can show us the way. That’s why we chose to study the best nonprofits themselves, rather than take management practices derived from businesses and try to translate them to the social sector, as others have done.




 A NEW WAY OF THINKING ABOUT NONPROFITS 

If the 1980s and early 1990s were all about replicating programs and the last decade was about building effective organizations, we believe the next leap is to see nonprofits as catalytic agents of change.  We must begin to study and understand nonprofits not merely as  organizations housed within four walls, but as catalysts that work within, and change, entire systems. The most effective of these groups employ a strategy of leverage, using government, business, the public, and other nonprofits as forces for good, helping them deliver even greater social change than they could possibly achieve alone.

As we learned in the course of our research, great nonprofits follow six practices to achieve more impact. We describe these practices in more detail in the following chapters. In a nutshell, organizations seeking greater impact must learn how to do the following:• Work with government and advocate for policy change, in addition to providing services
• Harness market forces and see business as a powerful partner, not as an enemy to be disdained or ignored
• Create meaningful experiences for individual supporters and convert them into evangelists for the cause
• Build and nurture nonprofit networks, treating other groups not as competitors for scarce resources but as allies instead
• Adapt to the changing environment and be as innovative and nimble as they are strategic
• Share leadership, empowering others to be forces for good



These things may sound simple or obvious, but they’re not. It has taken us, and the groups we studied, years of trial and error to distill these practices—and to make them explicit. We can all learn a great deal from them.

Yet even if nonprofits do all these things, they will still fall short unless the other sectors of society meet them halfway. Business, government, and concerned citizens must be open to working with these nonprofit institutions—and to becoming forces for good themselves. And donors should change their definition of what it means to be great, eschewing less meaningful metrics like overhead ratios and instead funneling resources to those groups that have the most impact. This is what separates the best from the rest.

Without heeding this call to action, we are doomed to plod along with slow, incremental change. We’ll barely make a dent in climate change. We’ll meagerly fund programs that only perpetuate the cycle of poverty. We’ll continue to allow millions of children  to go to bed hungry or without health care. We’ll let global pandemics wipe out entire populations because we can’t figure out how to distribute cheap medications. And we’ll continue to make the mistake of focusing too much on inputs and processes rather than on outcomes and results.

We don’t have time for incremental change—we need dramatic change if we are to solve the complex global problems that plague us today. The stakes are high on all sides, and we must rise to the challenge. Doing anything less would squander this momentous opportunity to advance the greater good. Fortunately, these great nonprofits—and the lessons we can learn from them—can show us a new way.




 WHY YOU SHOULD READ THIS BOOK 

Anyone who is interested in creating social change—or in the non-profit sector more broadly—should read this book. Although there’s something for anyone who cares about social impact, our findings have critical implications if you are . . .

A leader of a national or international organization. If you lead a large nonprofit, you’ll see how applying the six practices of high-impact nonprofits can help you dramatically increase your own results. In fact, you’re probably already putting some of these practices to work. But like many of the great groups we studied, you may need to learn how to do all of them, or how to do some better. This book provides a starting point for thinking about what  to do to increase your impact. Later, in Chapter Nine, we’ll help you understand how to begin implementing these practices to achieve greater good.

A leader of a local nonprofit. Although we limited our study to organizations that have achieved significant national or international impact, we believe that these practices are also applicable to local contexts. If you’re not already advocating for policy reform and partnering with businesses, you’ll learn why you should consider doing so. You’ll learn how to engage more individuals through meaningful experiences and convert them to evangelists for your cause. And you’ll come to understand the power that can be gained from collaboration with your fellow nonprofits. By harnessing these forces, you can create deeper local impact, without necessarily growing your organization to a larger scale.

A donor, board member, or volunteer. Whether you’re independently wealthy, an average wage earner, or one of the nation’s millions of working poor, the vast majority of you give something to charity each year, including your valuable time and money. When you consider which groups most deserve your attention, we hope you’ll consider those great nonprofits that most effectively convert resources into results. This book can help you understand how to get more bang for your charitable buck, the same way you would with your for-profit investments. Understanding the six practices of high-impact nonprofits can help serve as a screen for your social investments and help you too become a stronger force for good.

A foundation leader or philanthropist. Foundation leaders and philanthropists have a unique and important role to play in creating social change. You control important resources in the sector and can signal smart investments to government, businesses, and individuals by virtue of where you make your grants. You also have an important leadership role in supporting effective practices, encouraging innovation, disseminating knowledge, and convening and coordinating others to focus on the highest priorities. And as leaders of nonprofits yourselves, you can also apply many of these six practices to your own organizations.

A business leader. Nonprofits are learning how to leverage market forces and work with business to advance their causes. Now more than ever, businesses need to understand their nonprofit counterparts. Whether they are activist opponents, pragmatic allies, or catalysts for social responsibility, nonprofits can no longer be ignored. This book helps you get inside the minds of top nonprofits and understand what to look for in a social sector partner. It can also give you insights as you consider more broadly your approach to social responsibility and your commitment to the community. Your future hangs in the balance, too. You have vast power and resources, and these groups can help you learn how to do well while doing good.

An elected official or policymaker. If you are a political leader, we hope you’ll see that nonprofits are not just a convenient place to outsource government programs and services. They are an excellent  source of policy ideas and social innovation as well. At their best, nonprofits can be government’s partner in solving social problems and can also bring business and citizens to the table. But  they need government resources to achieve their goals. Government has the money, political power, and distribution might; nonprofits have the talent, networks, knowledge, and entrepreneurial energy needed to create social change. Together they are more powerful.

A nonprofit consultant or adviser. If you consult with nonprofits on any subject—strategy, operations, fundraising, human resources—this book has important implications for your work. Once you’ve read Forces for Good, we challenge you to step out of the traditional management silos and to expand your focus beyond the nonprofit itself as you consider its place in the larger system. Building a strong organization is necessary, but not sufficient, for achieving great impact. We hope this book provokes you to think differently about the work of nonprofits.

An academic. Those who study the social sector have a special charge. Although we realize that our methodology was inductive and grounded in applied research, we believe that our findings highlight areas of academic study that are ripe for further exploration, testing, and refinement. We have just begun to scratch the surface of learning about what makes great nonprofits great and how they use leverage to maximize impact. We hope you will see our findings as a springboard for future research—and we welcome your feedback.




 HOW TO READ THIS BOOK 

Chapter One provides a more detailed overview of our findings, including discussion of the six practices we discovered and the myths of nonprofit management that fell by the wayside in the course of our research. It also introduces the organizations we studied in a summary table and briefly describes our research methodology.  It’s important to read the next chapter first in order to understand the rest of this book. Chapter One is also a great way to get a quick summary of our work if you have limited time. You can then read the more detailed chapters as needed.

Chapters Two through Seven focus in depth on each one of the practices that highly effective nonprofits use to create greater social impact. To bring the concepts to life, each chapter includes stories and lessons from the social entrepreneurs and organizations  we studied, as well as powerful frameworks that can help you apply these practices to your work. At the end of these chapters, we’ve provided a brief summary of the main ideas to serve as a quick reference guide. You can either read these six chapters sequentially or dip into those that seem the most interesting or relevant to your particular work.

Chapter Eight highlights the critical elements necessary for nonprofits to sustain their impact going forward—things like exceptional people, sufficient capital, and solid infrastructure. Great nonprofits master the six practices to create maximum impact, and  they build an effective organization to sustain that impact. Organizations that try to do the former without the latter, risk being unable to deliver on their promises. But organizations that focus only on their own management risk having less impact.

Chapter Nine addresses how the six practices fit together and how pursuing them simultaneously creates compound good. It also addresses what you might consider doing differently once you’ve read this book, and the larger implications for the field. This chapter can help you put what you’ve learned into practice. Finally, readers who are interested in learning more about the twelve organizations or our methodology should dive into the appendixes. These include organizational “facts at a glance” and a much more detailed account of our research methodology. Our endnotes and additional resources offer more sources of information.

Whether you’re a nonprofit leader, a philanthropist, a business executive, a donor, a volunteer, or a board member—or simply interested in learning how to change the world—we hope this book inspires you to be a stronger force for good.




 CHAPTER ONE

 FORCES FOR GOOD

What makes great nonprofits great?

It’s a simple-sounding question, but like a riddle, one with a not-so-simple answer. Our attempt at answering this question is the book you’re holding in your hands.

Forces for Good is about the six practices that high-impact nonprofits use to maximize social change. These practices can be applied by any organization seeking to make a difference in the world. Our findings are grounded in several years of research on twelve of the most successful nonprofits founded in recent U.S. history—groups that we selected and studied precisely because they have achieved significant levels of impact.

This book is not about America’s most well-managed nonprofits. It’s not about the best-marketed organizations with the most recognized brands. And it’s not about the groups with the highest revenues or the lowest overhead ratios—those misleading metrics too often used as a proxy for real accomplishment in the social sector.

We chose to study these dozen organizations because they have created real social change. They have come up with innovative solutions to pressing social problems, and they have spread these ideas nationally or internationally. They have produced significant and sustained results, and created large-scale systemic change in just a few decades. In the business world, these organizations would be akin to companies like Google or eBay, which catapulted onto the Fortune 500 list of biggest companies in a matter of years.

One group we studied has housed a million poor people; another has sharply reduced acid rain and created new models for  addressing climate change; and one has helped hundreds of thousands of young people volunteer through national service programs. Collectively, they have influenced important legislation on issues ranging from immigration to welfare reform, pressured corporations to adopt sustainable business practices, and mobilized citizens to act on such issues as hunger, education reform, and the environment.

Founded and led by social entrepreneurs—whether they call themselves that or not—these nonprofits have truly become forces for good.




 THE TWELVE HIGH-IMPACT NONPROFITS 

Teach For America is one of these high-impact groups. Launched by Princeton Senior Wendy Kopp in 1989 on a shoestring budget in a borrowed office, it now has forty-four hundred corps members and more than twelve thousand alumni. Many of the country’s best and brightest college grads now spend two years teaching in America’s toughest public schools, in exchange for a modest salary. In the last decade, Teach For America has more than quintupled in size, growing its budget from $10 million to $70 million by 2007 and its number of teachers from five hundred to forty-four hundred. And it aims to double again in the next few years.1

But rapid growth is only part of the story. More important, Teach For America has succeeded in doing what was once considered impossible: it has changed how we think about teacher credentialing, made teaching in public schools “cool,” and created a vanguard for education reform among America’s future leaders. It is now the recruiter of choice on Ivy League campuses, out-competing elite firms like Goldman Sachs and McKinsey & Company.2 And graduates who went through the program in the 1990s are now launching charter schools, running for elected office, managing education foundations, and working as school principals. Teach For America’s audacious goal is to one day have a U.S. president who is an alumnus of the program.

Habitat for Humanity is another extraordinary nonprofit. Founder Millard Fuller was a successful businessman who gave away his fortune and launched Habitat in 1976 with the outrageous goal of “eliminating poverty housing and homelessness from the  face of the earth.” Today, thousands of Habitat volunteers around the world build houses with low-income families, who take part in the construction and pay for their homes with no-interest loans. More than twenty-one hundred affiliated organizations now operate in nearly one hundred countries, and Habitat ranks among the  Chronicle of Philanthropy’s top twenty-five nonprofits in revenues, with a combined budget approaching the $1 billion mark.3

But even more impressive than these statistics is Habitat’s ever-expanding community of evangelists for housing reform. Fuller never set out to build an organization—instead, he wanted to start a movement that put poverty and housing “on the hearts and minds” of millions of volunteers. In just the past few years, the group has begun to turn its hammers into votes, seeking to influence the larger economic and political systems that create poverty and homelessness in the first place.

Then there’s Environmental Defense. Founded in the late 1960s, this groundbreaking nonprofit was the brainchild of scientists who wanted to ban the pesticide DDT, which was killing endangered birds of prey. Although Environmental Defense has achieved enormous legal victories on behalf of the environment, today it is best known for introducing market-based strategies that help change corporate behavior. Environmental Defense’s cap-and-trade program was a key component of the Clean Air Act; the pollution credit-trading system has helped reduce sulfur dioxide emissions that cause acid rain, and now serves as an important model in the fight to reverse climate change.

Under the leadership of president Fred Krupp, Environmental Defense has also forged innovative partnerships with such companies as McDonald’s, Federal Express, and Wal-Mart, despite initial cries from other groups that it was selling out. In the early 1990s, the organization helped McDonald’s eliminate more than 150,000 tons of packaging waste, and it is helping FedEx convert its midsize truck fleet to hybrid vehicles.4 Most recently, the nonprofit announced a partnership with Wal-Mart to help the company become more environmentally sustainable.

With a staff of nearly three hundred, a membership base of five hundred thousand, and an annual budget of nearly $70 million, Environmental Defense has had an extraordinary growth trajectory, nearly doubling in size in the last five years. Although its original  founders knew little about nonprofit management, the organization has become a model of social innovation that other groups now copy. By daring to “find the ways that work,” Environmental Defense has influenced not only other green groups but also government policy and business practices.

Three nonprofits, three extraordinary stories. This book tells the stories of twelve great organizations, which we studied over three years to understand the secrets to their success. We provide a quick snapshot of who they are and what they do—along with the impact they’ve achieved—in Exhibit 1.1. Longer organizational profiles are available in Appendix E, and their stories are woven throughout the book. Later in this chapter, we explain how we selected these organizations and the method behind our research.




 SHATTERING THE MYTHS OF NONPROFIT MANAGEMENT 

When we delved into our research at each organization, we donned our MBA hats, examining traditional silos of nonprofit management—leadership, governance, strategy, programs, development, marketing. In the spirit of best-selling business books, we thought we would find that great nonprofits had time-tested habits that conferred a competitive advantage—things like brilliant marketing, perfect operations, or rigorously developed strategic plans. We imagined that there was a “secret sauce” involved in building the organization, and that if you could just get the recipe right and then scale up—presto!—you’d have more impact.

But what we found surprised us—and flew in the face of the perceived wisdom in the field. Achieving large-scale social change is not just about building an organization and then scaling it up site by site. Many of these groups are not perfectly managed. Nor are they all well marketed. And at least half don’t score well on conventional ratings, because they care more about having impact than having low-overhead budgets. They do what it takes to get results.

As we got further into our research, we saw that many beliefs about what makes great nonprofits great were falling by the wayside. In fact, the vast majority of social sector management books focus on things that don’t always lead to greater impact. We found little evidence to support common myths of nonprofit excellence. 

EXHIBIT 1.1 ORGANIZATION PROFILES.
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Myth 1: Perfect management. Some of the organizations we studied are not particularly well managed in the traditional sense of the term. Although some treat their systems, processes, and strategic plans as high priorities, others are more chaotic, and regard “plan” as a four-letter word. Some management is necessary (as you’ll see in Chapter Eight), but it is not sufficient to explain how these organizations achieve such high levels of impact.

Myth 2: Brand-name awareness. Although a handful of groups we studied are household names, we were surprised to learn that a few hardly focus on marketing at all. For some of them, traditional mass marketing is a critical part of their impact strategy; for others, it’s unimportant.

Myth 3: A breakthrough new idea. Although some groups came up with radical innovations, others took old ideas and tweaked them until they achieved success. As we will explore later, their success often depends more on how they implement a new idea or innovate as they execute than it does on the idea or model itself.

Myth 4: Textbook mission statements. All these nonprofits are guided by compelling missions, visions, and shared values. In fact, it is their obsession with impact that creates internal alignment, despite the lack of perfect management. But only a few of these groups spend time fine-tuning their mission statement on paper—most of them are too busy living it.

Myth 5: High ratings on conventional metrics. When we looked at traditional measures of nonprofit efficiency, such as ratings on Charity Navigator, many of these groups didn’t score so well. A few garnered only one or two stars out of a total of five. These ratings Web sites can tell you which groups have the lowest overhead ratios, but they can’t tell you which have had the most impact.

Myth 6: Large budgets. We discovered that size doesn’t matter much when it comes to making an impact. Some of these nonprofits have achieved great impact with large budgets; others have achieved great impact with relatively small budgets. And all of them have different fundraising strategies.

 

As we dismissed the conventional wisdom about what makes great nonprofits great, we began to realize that there was a flawed assumption underlying our initial research question. When we  began this project, we assumed there was something inherent to these organizations that made them great. Instead, we learned that becoming a great nonprofit is not about building a great organization and then expanding it to reach more people. In fact, growing too quickly without adequate investment can cause an organization to falter or implode. Although growing an organization can be one strategy for increasing impact, it is not the only way these groups achieve success.




 THE SIX PRACTICES OF HIGH-IMPACT NONPROFITS 

What we learned about these nonprofits astonished us, and intrigued others with long experience in the field. We believe that the framework we’ve discovered offers a new lens for understanding the social sector and what it takes to create extraordinary levels of social change. Any organization seeking to increase its social impact can emulate the six practices that we describe in detail below.

The secret to success lies in how great organizations mobilize every sector of society—government, business, nonprofits, and the public—to be a force for good. In other words, greatness has more to do with how nonprofits work outside the boundaries of their organizations than how they manage their own internal operations. Textbook strategies like relentless fundraising, well-connected boards, and effective management are necessary, of course, but they are hardly sufficient. The high-impact nonprofits we studied are satisfied with building a “good enough” organization and then spending their time and energy focused externally on catalyzing large-scale systemic change. Great organizations work with and through others to create more impact than they could ever achieve alone.

“Give me a lever long enough, and I alone can move the world,” is the common paraphrase of Archimedes. These twelve groups use the power of leverage to create tremendous change. In physics, leverage is defined as the mechanical advantage gained from using a lever. In the social sciences, it translates into the ability to influence people, events, and decisions. In business, it means using a proportionately small initial investment to gain a high return. Whatever the definition, we think the concept of leverage  captures exactly what great nonprofits do. Like a man lifting a boulder three times his weight with a lever and fulcrum, they have far more impact than their mere size or structure would suggest (see Figure 1.1). They influence and transform others in order to do more with less.

The organizations in this book seed social movements and help build entire fields. They shape government policy, and change the way companies do business. They engage and mobilize millions of individuals and, in so doing, help change public attitudes and behaviors. They nurture larger networks of nonprofits and collaborate rather than compete with their peers. They spend as much time managing external relationships and influencing other groups as they do worrying about building their own organizations. These high-impact nonprofits are not focused only on themselves but also on the relentless pursuit of results.

After a long process of studying these organizations, of reflection and writing, of testing and retesting our thinking, we began to see patterns in the ways they work. In the end, six of these patterns crystallized into the form presented here—the six practices that high-impact nonprofits use to achieve extraordinary impact. Although they didn’t all use every single practice, at least ten of the twelve groups applied each one, or else we didn’t consider it significant enough to constitute a “pattern.”FIGURE 1.1. LEVERAGE INCREASES IMPACT.
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The first four practices are more external; they represent how these groups dramatically expand their impact outside the borders of their own organizations. Each of these practices influences an external stakeholder group with which the nonprofit works so as to do more with less. In observing this external focus, we also realized that working outside the organization entails special practices  inside that help these nonprofits relate more effectively to their environment. This led us to discern two additional internal practices that enable high-impact nonprofits to operate successfully in the outside world and bridge boundaries.

More specifically, we learned that great social sector organizations do these six things:1. Advocate and serve. High-impact organizations don’t just focus on doing one thing well. They may start out providing great programs, but eventually they realize that they cannot achieve systemic change through service delivery alone. So they add policy advocacy to access government resources or to change legislation, thus expanding their impact. Other nonprofits start out doing advocacy and later add grassroots programs to supercharge their strategy. Ultimately, all of them bridge the divide between service and advocacy, and become good at doing both. And the more they advocate and serve, the greater the levels of impact they achieve.
2. Make markets work. Tapping into the power of self-interest and the laws of economics is far more effective than appealing to pure altruism. No longer content to rely on traditional notions of charity or to see the private sector as the enemy, great nonprofits find ways to work with markets and help business “do well while doing good.” They influence business practices, build corporate partnerships, and develop earned-income ventures—all ways of leveraging market forces to achieve social change on a grander scale.
3. Inspire evangelists. Great nonprofits see volunteers as much more than a source of free labor or membership dues. They  create meaningful ways to engage individuals in emotional experiences that help them connect to the group’s mission and core values. They see volunteers, donors, and advisers not only for what they can contribute to the organization in terms of time, money, and guidance but also for what they can do as evangelists for their cause. They build and sustain strong communities to help them achieve their larger goals.
4. Nurture nonprofit networks. Although most groups pay lip service to collaboration, many of them really see other nonprofits as competition for scarce resources. But high-impact organizations help the competition succeed, building networks of nonprofit allies and devoting remarkable time and energy to advancing their larger field. They freely share wealth, expertise, talent, and power with their peers, not because they are saints, but because it’s in their self-interest to do so.
5. Master the art of adaptation. All the organizations in this book are exceptionally adaptive, modifying their tactics as needed to increase their success. They have responded to changing circumstances with one innovation after another. Along the way, they’ve made mistakes, and have even produced some flops. But unlike many nonprofits, they have also mastered the ability to listen, learn, and modify their approach based on external cues—allowing them to sustain their impact and stay relevant.
6. Share leadership. We witnessed much charisma among the leaders in this book, but that doesn’t mean they have oversize egos. These CEOs are exceptionally strategic and gifted entrepreneurs, but they also know they must share power in order to be a stronger force for good. They distribute leadership throughout their organization and their nonprofit network—empowering others to lead. And they cultivate a strong second-in-command, build enduring executive teams with long tenure, and develop highly engaged boards in order to have more impact.


These organizations employ all, or a majority, of these six practices. But they didn’t all start out doing so; some initially incorporated only a few practices and added others over time. Some focus more on certain levers than others and apply them to different degrees. The key point is that they all use more of these practices, not fewer. Rather than becoming mired in bureaucracy or doing what  they’ve always done, they continuously move in new directions and then build the capacities they need to be effective. They have found “levers long enough” to exponentially increase their impact by working with and through others. Figure 1.2 illustrates these six critical practices and how they fit together.

When a nonprofit applies all these forces simultaneously, it creates momentum that fuels further success. “It’s like pushing a snowball down a hill,” says one Habitat for Humanity volunteer. “At first you have to work at it, and it takes a lot of energy. But once it gets going, momentum builds and it starts rolling on its own.”

Once we identified the six practices and studied them closely, we began to see that each of them can interact with the others in mutually reinforcing ways. Like a complex organism with interdependent components, the whole is greater than the sum of its parts. For example, building a network of nonprofits and inspiring evangelists give organizations even more force to influence government policy or business practices. Through shared leadership, these organizations empower others to act on their behalf. Through adaptation, they remain relevant in an ever-changing environment. In Chapter Nine, we will revisit how these practices can reinforce each other, once we’ve examined how each of them independently creates greater impact.

FIGURE 1.2. ORGANIZING FRAMEWORK.
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 MAXIMIZING SOCIAL CHANGE 

As we reached the final stage of our research, we asked ourselves, Why do these nonprofits harness multiple forces for good, when it would be easier to focus on growing and perfecting their own organizations? The explanation lies in their unwavering commitment to creating real impact. These organizations, and the extraordinary individuals who lead them, want to solve many of the biggest problems plaguing our world: hunger, poverty, failing education, climate change. They aspire to change the world.

Just as they are driven to achieve broad social change, they have an unstoppable desire to create lasting impact as well. They don’t want simply to apply social Band-Aids, but rather to attack and eliminate the root causes of social ills. It’s not enough for Teach For America to raise the test scores of students in its classrooms; it seeks to transform the entire educational system. It’s not enough for Habitat to build houses; it aspires to eliminate poverty housing and homelessness from the face of the earth. It’s not enough for City Year to build a few successful youth corps; it wants every young person to spend a year serving his or her community through national service.

It is this relentless pursuit of results in the face of almost insurmountable odds that characterizes social entrepreneurship—as opposed to nonprofit management. As Bill Drayton, the founder of Ashoka, says: “Social entrepreneurs are not content to merely give a man a fish, or even teach him how to fish; these entrepreneurs won’t stop until they have revolutionized the entire fishing industry.”5 At its core, social entrepreneurship is an externally focused act. It’s all about results, not processes. And that’s why it sometimes looks so messy and chaotic from the outside.

Whether these leaders agree with the label or not, their underlying mind-set typifies the outlook of social entrepreneurs: they create social value; they relentlessly pursue new opportunities; they act boldly without being constrained by current resources; they innovate  and adapt; and they are obsessed with results.6 As Self-Help founder Martin Eakes says, “I need to have impact more than I need to be right.” If that means checking their egos at the door, or even putting their individual or organizational needs second, these social entrepreneurs will do whatever it takes.

“We are extremely pragmatic,” says Gwen Ruta, program director of alliances at Environmental Defense. “We’re all about results. It doesn’t matter whom we work with if we can get credible results. And we’ll use whatever tool it takes to make progress: we will sue people, we will partner with business, we will lobby on the Hill or educate the public. Every one of these tools is in our tool kit, and we deploy the one most likely to get us to our goal.”

This shared mind-set—an obsession with impact, a pragmatic idealism—is what ultimately drives these entrepreneurs to create greater social change. And it was their extraordinary impact that led us to select their organizations in the first place. We didn’t want to study “perfect” nonprofits; instead we looked for organizations that had achieved the greatest results. But before we could even begin to understand how they have done this, we first had to devise a methodology for selecting and studying them.




 OUR METHODOLOGY 

When we began our journey in 2004, our first challenge was to develop a working definition of what it means to be “high impact” in a sector that has no agreed-on metric of success. Defining and measuring impact in the business world is a lot simpler. When business writers set out to identify great corporations, they can measure bottom-line results or stock performance in relation to the S&P 500 index of leading companies. With nonprofits, it’s different. Although the goal is social impact, there is no universal definition of what that means, no clear metrics for measuring it, and great variation in mission and goals from organization to organization. (See Appendix A for more detail on metrics and our methodology.)

So when we set out to select these organizations, we defined impact relatively, because it is so contextual. We created a two-part definition. One part was a measurement of concrete outputs, such as the number of people served or products produced. We asked, Did the organization achieve substantial and sustained results at the national  or international level? The second part of our definition was more qualitative. We chose organizations that had impacted a larger system, such as government policies or common practices in their fields. We asked, Did the organization have an impact on an entire system?

One important distinction in our methodology was that we did not equate scale of impact with traditional definitions of nonprofit  growth, which focus on an organization’s presence in multiple communities or its total budget. A nonprofit can achieve large-scale social impact without expanding beyond a single site, a phenomenon we observed in several organizations in this book, such as the Heritage Foundation and the Exploratorium. Further, we didn’t want to use budget size as an indicator of success, because that would be measuring an input (funding), not an output (results), as Jim Collins writes in Good to Great and the Social Sectors.7

At the same time, we chose not to focus on organizations that had achieved impact only in their immediate community. There are countless groups, such as hospitals, schools, and soup kitchens, that are making a difference locally or providing necessary services, but their goals are not the same as those seeking to achieve social impact more broadly. Similarly, we eliminated international organizations that had been founded outside the United States, as the social, political, and economic context in which they began was markedly different. This doesn’t mean that local groups or international nongovernmental organizations can’t apply our findings to their contexts—we believe that they too can learn a great deal from these high-impact nonprofits.

Because we were also interested in studying organizations that had achieved significant impact relatively quickly, we focused on nonprofits founded between 1965 and 1994. These organizations have grown from “zero to great” in a short time vis-à-vis their peers, and have faced similar social, economic, and political conditions. We excluded organizations younger than ten years old when our research began, as there was not enough proof that they would sustain their impact. Nor did we focus on age-old giants like the American Red Cross, which were founded in the last century and have grown over time.

Finally, we only considered nonprofits with 501(c)(3) status that exist primarily to serve the broader public interest. We excluded religious organizations, such as churches, and we excluded membership  organizations that serve a single group, such as fraternities. Last, we eliminated grantmaking foundations, as they do not face the same capital constraints as most nonprofits, and we were interested in groups that struggle with similar growth challenges.  Table 1.1 summarizes the criteria we used to determine which organizations to include and exclude.

Once we had defined the parameters of our research, we pursued a four-phase process, over three years of research, to select and study the organizations that fit our criteria. Please see Appendix A for more detail on these phases.

Phase 1: National peer survey. In the absence of universal metrics, we turned to other nonprofit leaders to help us select those organizations that have had the most impact. We borrowed from the playbook of Built to Last, in which Jim Collins and Jerry Porras surveyed Fortune 500 CEOs and Inc. 100 entrepreneurs to nominate the “most visionary” companies.8 Similarly, we surveyed nearly twenty-eight hundred executive directors of nonprofits, including the leaders of the largest nonprofits listed in the Chronicle of Philanthropy 400, making sure this sample was representative of the sector in terms of organizational size, geographical location, and diversity of issue areas. We asked these leaders to nominate up to five nonprofits that “have had the most significant impact at the national or international level in the last thirty-five years,” and to tell us why. We received more than five hundred responses and hundreds of nominations from our online survey.

TABLE 1.1. CRITERIA FOR SELECTION.



		Baseline Criteria 	Excluded 
	Type of organization	• 501(c)(3) nonprofit	• Churches, membership organizations
	• Founded in the United States	• Grantmaking foundations
		• Organizations founded abroad
	Definition of impact	• Has achieved substantial, sustained results	• Impact at both levels not substantiated or sustained
	• Has created larger systemic change	
	Scale	• National or international impact	• Only local impact
	Time frame	• Founded 1965-1994	• Founded before 1965 or after 1994
	Final sample	• Deliberately selected a diverse sample in terms of issue area, geographical location, size, and business model	• Some organizations that met all other criteria were not included


 Phase 2: Field-expert interviews. We then vetted the nominations with more than sixty experts from various fields of the social sector, such as education, the environment, and so on. (See Appendix B.) We selected experts on the basis of their deep knowledge of a particular area and because they represented a relatively objective point of view as journalists, academics, foundation staff, or thought-leaders. Our field experts participated in two rounds of interviews, during which they analyzed, discussed, and helped us rank the nominated organizations. They also suggested organizations that had substantial impact but that are less broadly known or didn’t come up on the peer survey.

Combining the peer survey results, the field-expert interviews, and additional data culled from public sources, we narrowed down the list to about thirty-five nonprofits that had demonstrated the most significant impact. From that group, we selected twelve organizations that represented a broad cross-section of the nonprofit world. We deliberately selected a diverse portfolio of nonprofits for further study, picking those with varying funding mixes, organizational structures, program offerings, issue areas, and geographical locations. We felt that the patterns of success that emerged across a diverse group would be more robust and more useful to the sector as a whole.

Phase 3: Case study research and analysis. We then studied these twelve organizations in depth for over a year in order to understand how they achieved great impact. For each nonprofit, we compiled all the available public information we could find (articles, books, case studies, information on Web sites); interviewed on average twelve senior managers, board members, and the  founder or CEO (see Appendix D for a list of all interviewees by organization); conducted site visits to the headquarters, and to affiliate sites when possible. We also asked for, and studied, volumes of internal information, such as annual reports, high-level financial statements going back to the founding year, compensation levels, and organizational charts. In the interviews, we asked a broad range of questions, touching on management, marketing, strategy, governance, leadership, operations and programs, and fundraising (see Appendix C for a list of sample interview questions). We also asked open-ended questions about how the nonprofits achieve impact. Next, we summarized the data from each organization, noting themes within each case.

Phase 4: Pattern identification and testing. Finally, we analyzed all the case study data to identify patterns, or practices, that cut  across the organizations and that we believed had contributed to their phenomenal impact. As patterns emerged, we engaged in an iterative process, testing themes against the data, referring back to our conversations with field experts, and drawing on our knowledge of nonprofit management practices and literature. We also field tested our hypotheses through working sessions with practitioners and thought-leaders. We wanted to confirm that the patterns we saw differentiated these nonprofits from the average organization. We also looked for new insights and deliberately avoided focusing on the obvious, such as “diversify your funding.” This iterative process helped refine our thinking, and often led us to go back to collect more data or to test hypotheses. From these patterns, we eventually distilled the six practices that we present here.

 

In the next chapter, we introduce the first of these six practices and explore how high-impact nonprofits use the power of policy advocacy to dramatically increase social change. We invite you to dive in. We believe you’ll be as intrigued by these findings—and these extraordinary nonprofits—as we were.




 CHAPTER TWO

 ADVOCATE AND SERVE

A school bus driver walked into Self-Help’s offices in Durham, North Carolina, one day in 1998 looking for some advice on refinancing his mortgage. A recent widower, the man was raising his only daughter in a house he had built with his now-deceased wife. But with only one modest income, he was struggling to make his payments and was only a month away from losing his home.

Several Self-Help staff members examined the man’s financial documents. They were puzzled: he had a $44,000 mortgage, financed at a fairly high interest rate of 14 percent.1 But that wasn’t all. When they looked closer, they discovered that his actual loan amount was only $29,000. The lender had tacked on $10,000 in “credit insurance” and $5,000 in fees—a 50 percent increase in the mortgage.

Self-Help’s staff had never seen anything like this in their fifteen years of making loans to low-income families. Founder Martin Eakes recalls meeting the man: “He was a big, African American guy, and he looked at me and said, ‘I can’t lose this house because I helped build it with my own hands—it’s the only connection my nine-year-old daughter has with her mother who passed.’” Eakes was outraged: “These lenders were able to do what a criminal in the dead of night could not do with a gun—steal his home.”

Eakes and Self-Help agreed to help the bus driver. When the nonprofit’s efforts to speak with the lender failed, it helped him sue the company instead. Eventually the bus driver won the suit and was able to keep his home. Although the legal victory was encouraging, the encounter had uncovered a disturbing trend.

Self-Help learned that approximately ten thousand North Carolinians were losing their homes to predatory lenders each year. These lenders targeted low-income borrowers—poorly educated, minority, or elderly people who were most vulnerable to deception—overloading loans with excessive fees and high rates. These extra charges virtually ensured that the borrowers would default.

“Their practices made a mockery of everything we had worked for in the last twenty years,” says Eakes, who founded Self-Help to build the wealth of low-income residents in North Carolina. Eakes vowed that Self-Help would aggressively fight predatory lending. He quickly realized that educating thousands of borrowers would never work, so he decided instead to advocate for stronger industry regulation.

Self-Help first lobbied Congress to close loopholes in the Home Ownership Protection Act. When it became clear that changing federal law would be difficult, the nonprofit went back to its home turf in North Carolina, where the organization had regional relationships and influence, as well as local lobbying experience from its work in the areas of charter school and housing financing.

Self-Help mobilized a statewide coalition of seventy allies that included credit unions, churches, and local affiliates of the American Association of Retired Persons and the National Association for the Advancement of Colored People. It pitched stories about the campaign to the regional press. And Eakes convinced several of North Carolina’s most powerful banks that it was their moral responsibility to support new legislation.

The organization’s advocacy efforts paid off in 1999, when the state enacted the landmark North Carolina Anti-Predatory Lending Law, which curtailed abusive lending without limiting the amount of credit available to low-income borrowers. Soon groups around the country contacted Self-Help for assistance in passing similar legislation in their states. Eakes realized that if Self-Help wanted to stop predatory lending nationally, it would need to actively assist groups in other states. In 2002, Self-Help launched the Center for Responsible Lending, a national subsidiary that conducts research, advocates for policy reform at both the state and federal levels, and helps state-based groups change lending laws.

What started over twenty-five years ago as a local effort to build home ownership among North Carolina’s neediest citizens has since grown into a formidable force for national policy reform. Through its direct programs, Self-Help has provided more than $4.5 billion in loans to fifty thousand families; and another three thousand loans to small businesses and community facilities. And through its advocacy efforts, it has helped pass anti-predatory lending laws in twenty-two states, leading to the protection of billions in assets belonging to the nation’s most vulnerable citizens. Self-Help has combined service and advocacy to achieve extraordinary social change.




 SERVICE MEETS ADVOCACY 

Most organizations in the social sector can be divided into two camps: direct service organizations that run programs in local communities, and advocacy organizations that raise public awareness and push for policy reform. In the field of women’s issues, it’s the difference between Junior League volunteers serving in shelters for battered women and the National Organization for Women fighting for equal pay and abortion rights. Both organizations aim to improve the lives of women, but they go about achieving that goal in markedly different ways.

Over the course of our research, however, we found something surprising and counterintuitive: high-impact nonprofits engage in both direct service and advocacy. They bridge the divide. The organizations we studied conduct programs on the ground and simultaneously advocate for policy change at the local, state, or national level. Providing services helps meet immediate needs, such as feeding the hungry or housing the poor; advocacy helps reform larger systems by changing public behavior or creating governmental solutions.

In its broadest sense, the term advocacy refers to activism around an issue like the environment or education reform. It can involve many activities, from mobilizing voters to pitching media stories to influencing elected officials and the political process. Sometimes the goal is to change laws or public policy; other times it is to change public behavior. Policy advocacy, also known as lobbying,  refers to specific efforts to change public policy or obtain government  funding for a social program, and it is the focus of this chapter.

Lobbying can have negative associations, evoking images of fat-cat power brokers lunching in fancy restaurants with policymakers on Capitol Hill. What constitutes lobbying in the social sector can be confusing, but a law passed by Congress in 1976 recognized lobbying as an “entirely proper function of nonprofits.” It generally expanded nonprofits’ ability to lobby without jeopardizing their tax-exempt status, while also imposing clear limits. (For a comprehensive overview of nonprofit lobbying, see INDEPENDENT SECTOR’s The Nonprofit Lobbying Guide.2)

Even though policy advocacy can be an incredibly powerful tool for large-scale social change, many nonprofits shy away from it. Sometimes they are unclear about the regulations that enable them to advocate, or they fear becoming too politicized and alienating critical supporters. Advocacy is difficult to manage and requires different organizational skills than those needed to provide direct services. Further, it is challenging to measure results. Many leaders fear that engaging in both service and advocacy can lead to mission-creep, and conventional wisdom dictates that nonprofits should focus on one or the other.

Thus it’s even more surprising that all the organizations in our book have engaged in both. Although most groups started out as direct service providers, at some point they all realized that if they wanted to create more significant systemic change, they needed to influence the political process.




 A VIRTUOUS CYCLE 

As we examined more closely how and why organizations engaged in both policy advocacy and direct service, we discovered that simultaneously doing both creates a virtuous cycle. Rather than causing the organization to lose focus or decreasing its impact, the two together can create impact that is greater than the sum of the parts.

By operating programs, organizations gain a firsthand view of the problems facing their constituents, enabling them to see their impact directly. They are “close to their customer.” Nonprofits that provide services create local solutions, which can then inform their policy positions. They can see what’s working on the ground and  what’s not, modifying their approach as necessary. In the process of developing a large network of affiliates, working in coalitions, and engaging individuals through direct programs, organizations also gain a constituency of members and allies that they can mobilize—as we’ll see in Chapters Four and Five. They have the real power of votes behind their political positions.

On the flip side, when engaging in advocacy nonprofits sometimes discover new policy solutions that can be implemented through their programs. When they are successful in passing new legislation, groups gain the credibility that comes with having the government support their positions. And sometimes, by advocating for federal or state funding, they receive additional resources to support the replication of their programs.

When their policy is informed by direct service and their programs are informed by policy work, these organizations are more effective at both (see Figure 2.1).

To take one example of how programs inform policy, the National Council of La Raza (NCLR) based its federally funded NCLR Home-ownership Network on an innovative pilot project that NCLR and a few of its Arizona affiliates had developed. The original program, which offered financial counseling to Latinos before they purchased their first home, significantly increased home ownership and reduced loan delinquency and foreclosures.3 So NCLR decided to scale up the model by lobbying the Department of Housing and Urban Development (HUD) for funding to implement the program nationally. Today, forty affiliates in fifteen states receive HUD grants and technical assistance from NCLR to implement the model. Thousands of Latino home owners have been created nationwide as a direct result of the Home-ownership Network. The resulting federal funding now supports similar programs sponsored by other nonprofits, such as ACORN, Catholic Charities, and the National Urban League.

FIGURE 2.1. COMBINING ADVOCACY AND SERVICE INCREASES IMPACT.
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The synergy also flows in the other direction when policy research or advocacy leads to the creation of new programs. When NCLR’s policy analysis shed light on deficiencies in Latinos’ education, for instance, the work led to the creation of Project EXCEL (Excellence in Community Education Leadership), which offered bilingual civics, math, and science curricula for after-school programs in twenty Hispanic communities. The EXCEL program ultimately led to the creation of NCLR’s national charter school network, which focuses on creating educational opportunities for Latino students. If NCLR hadn’t been engaged in education policy research, it might not have seen the gap that this program addressed—and which ultimately formed the base for a much larger project.

NCLR’s decision to take on both activities from the outset went against the conventional wisdom. “There was this audacious vision: to do policy advocacy and try to have a program footprint that speaks to the community directly,” says Charles Kamasaki, NCLR senior vice president. “It’s contrary to most management texts, and it has had its costs. But when they work in sync and come together, it allows us to get more done.”

Unfortunately, such combined policy-program approaches are not common in the nonprofit sector. More typically, policy analysis and program implementation are decoupled. In one scenario, a think tank publishes research on an issue, which advocacy groups then market to the public and politicians, who in turn create legislation. Once a law is passed, the government then contracts with community-based groups to deliver the service.

Sound complicated? It is—and it’s often less effective. “The idea generators and implementers end up separated by several layers of public policymaking,” explain the authors of High Performance Nonprofit Organizations.4 Often, public interest groups or think tanks will conduct research on an issue, but because they have no experience running programs on the ground, their hypotheses remain theoretical. These organizations also lack ways to translate the insights gained from project implementation into legislative changes.

In Self-Help’s case, its experience making direct loans unearthed the first signs of lending abuse. It quickly realized that predatory lending could undermine its efforts to build wealth among low-income populations, and it saw the market failures as they arose. Because Self-Help was in the business of making loans, it gained credibility among other financial industry players who it could engage as evangelists for legal reform. Large banks and politicians saw that the organization understood the marketplace. It also had enormous political influence in North Carolina, because it engaged thousands of individuals through a vast network of nonprofit allies.

Self-Help could have maintained its original focus on providing services in the form of loans to low-income clients, and in the process it would have slowly chipped away at the ten-to-one wealth gap between American minorities and whites, one home at a time. But the worst elements of the lending industry would have eventually undermined its best efforts. Ultimately, Self-Help had to turn to politics to regulate the industry and become a force for greater good.




 THREE WAYS TO BRIDGE THE DIVIDE 

Like Self-Help, many of the organizations we studied started out primarily providing direct services, and only ramped up their advocacy initiatives later. A few, such as The Heritage Foundation and the Center on Budget and Policy Priorities, did the reverse: they started out pushing for national policy reform, and later added programs in order to reach the state and local levels. Organizations like City Year and NCLR combined direct service and policy advocacy from the start. They believed early on in the wisdom of doing  both, even when the strategy contradicted notions widely held in the nonprofit world.

The larger point is that each of these twelve nonprofits, at some stage in its evolution, realized that engaging in both service  and advocacy could expand its impact. Each, however, followed one of three general paths to get there (see Figure 2.2.).


START WITH SERVICE, ADD ADVOCACY 

The largest cluster of organizations in this book began with direct service, or programs, and adopted policy advocacy well after they were founded. They all reached a point at which they realized the limitations of operating programs alone, although the events that triggered the shift varied from organization to organization (see  Table 2.1.). However, the underlying reason they decided to engage in advocacy was the same: to have more impact on the problems they were trying to solve.

FIGURE 2.2. ADVOCACY-SERVICE EVOLUTION.
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For America’s Second Harvest-The Nation’s Food Bank Network, the defining moment came when a crucial federal program was threatened with extinction.5 After the Republicans gained control of both the House and Senate in 1994, the legislative branch was gridlocked in its effort to balance the budget and reduce the federal deficit. The Temporary Emergency Food Assistance Program (TEFAP)-—a $40 million federal food assistance program, which channeled funding to local food banks and shelters—was on the short list to be cut completely. Sister Christine Vladimiroff, then president and CEO of America’s Second Harvest, knew that she had to do something quickly to protect the program.

America’s Second Harvest was originally founded as a network of food banks that facilitate the donation and distribution of food to churches, soup kitchens, shelters, and local charities that help the poor. For years, many of its local directors felt uncomfortable getting involved in public policy advocacy. Some food bank members were restricted by their boards, others weren’t familiar with federal guidelines, and some thought “public policy was unseemly,” says Eleanor Thompson, director of government relations for America’s Second Harvest. “They saw themselves as direct service providers,” she says of the local food banks.

TABLE 2.1. ADVOCACY CAN START AT ANY TIME.



	Organization, Year Founded 	When Formal Policy Advocacy Operation Began 
	America’s Second Harvest 1979	Government Relations and Public Policy Department created after the 1996 Welfare Reform Act
	Habitat for Humanity 1976	Advocacy Task Force established in 2005
	Self-Help 1980	Director of policy hired in 1995; the Center for Responsible Lending launched in 2002
	Share Our Strength 1984	End Childhood Hunger campaign launched in 2004
	Teach For America 1990	Research and Public Policy Department created in 2002


 Sister Christine changed all that. She knew that if she didn’t do something to save federal programs like TEFAP, her network would be inundated with even more hungry people. She went straight to the top, hiring Doug O’Brien, a key staff member on a Senate Agriculture, Nutrition and Forestry Committee with deep experience on food and poverty issues, to lead the defense of the federal food program. O’Brien assisted Sister Christine in preparing testimony, developing a legislative strategy, and speaking before members of Congress. He later helped draft legislation to protect TEFAP, and shepherd it through the Congress.

In 1996, the nonprofit played another critical advocacy role by shaping the proposed welfare reform legislation. The original version of the legislation would have drastically reduced funding for the Food Stamp Program and eliminated funding for other important programs feeding the poor. Ultimately, lobbying efforts by America’s Second Harvest and others helped make TEFAP a mandatory part of the budget through funding under the Food Stamp Program, helped secure food donations for food banks, and helped low-income people transition off welfare.

Changes proposed by America’s Second Harvest to the welfare reform legislation also led to an expanded role for local nonprofit agencies in distributing government-sponsored food donations. Prior to welfare reform, many states distributed TEFAP commodities directly—often out of the back of trucks, with people lining up in parking lots for free “government cheese.” Under the new policy, Second Harvest food banks, pantries, soup kitchens, and shelters replaced the government’s rudimentary food distribution system. The nonprofit also was able to use the government food to augment private food donations, which were at times uneven, so that hungry people had more consistent access to food.

Since America’s Second Harvest began its advocacy efforts, an estimated $400 million more in federally sponsored commodities now flow to the needy each year, or more than ten times the amount that was originally threatened in 1994. After the Welfare  Reform Act of 1996, America’s Second Harvest and its food banks played a seminal role in preventing any further cuts to the nation’s food stamp or child nutrition programs. In fact, the 2002 farm bill and the 2004 child nutrition reauthorization bill both provided billions in new money for food assistance programs. “Nineteen ninety-six was a watershed year,” says O’Brien. “It showed the antihunger community that we have to be united, speak effectively with one voice, and we have to vigorously fight these things.”

Of course, America’s Second Harvest can’t claim sole credit for all these legislative wins. Other antihunger advocates, such as the Center on Budget and Policy Priorities and the Food Research and Action Center (FRAC), were also pushing for similar legislation. But 1996 was a critical victory, due in large part to the leadership and advocacy efforts of America’s Second Harvest.

The group attributes much of its success in advocacy to the size and power of its food bank network, combined with its direct services, such as local programs and research. The fact that there is a food bank in every congressional district in the country is not lost on elected officials, either. “Recently, the President recommended cutting food stamps in the Budget Act. I was in Minnesota with Senator Norm Coleman, and he and other Republican senators said they would not support the President’s position on cutting food stamps, and that their position was not negotiable,” explains O’Brien. “He had heard from food banks back home in Minnesota. They were adamant: there can be no food stamp cuts as part of budget reconciliation.”

As for the formerly resistant food banks in the America’s Second Harvest network, they changed their view of advocacy when they saw the direct impact it could have on their bottom lines—more food to feed needy people in their communities.

Since its initial welfare reform victories, the group’s advocacy efforts have grown ever stronger. Under the leadership of Bob Forney, who was CEO from 2001 to 2006, the public policy division of America’s Second Harvest expanded to include five full-time staff members in Washington, D.C., and three in Chicago. “Initially, we thought we should stick to what we know best—finding and distributing food,” explains Forney. “Then over twenty-five years we shifted dramatically, and now everybody understands that we can’t solve hunger in America without the government playing a role.”


START WITH ADVOCACY, ADD SERVICE OR PROGRAMS 

A few of the organizations in this book—Environmental Defense, The Heritage Foundation, and the Center on Budget and Policy Priorities—started out primarily advocating for policy change, and only later added direct service or programs. For all three organizations, policy advocacy is a critical component of how they achieve social impact, and not just a means of obtaining government funding.

When Environmental Defense’s founding scientists wanted to stop the use of the pesticide DDT, they sued companies and government agencies to end the practice, and they lobbied for new federal regulations.6 Although the organization’s approach of “Sue the Bastards” (its informal motto for the first few years) was effective, Environmental Defense realized that it could have even more impact if it helped create model environmental programs at the state and local levels to inform its advocacy efforts.

It started experimenting with trading permits for water in California, creating incentives for utilities to promote conservation instead of new generation, and later developed cap-and-trade programs to reduce air pollution (see Chapter Three for more details). The organization uses these local experiments to test its policy ideas on the ground and perfect them. For instance, Environmental Defense designed a cap-and-trade program for U.S. industries geared to eliminate acid rain in the Northeast by reducing sulfur dioxide emissions. It has since parlayed this regional experience into advocacy efforts at the international level. Sharply reducing acid rain proved to be the platform on which Environmental Defense could build its international advocacy efforts to address climate change.

Starting out with policy advocacy is particularly effective when an organization is relatively small in relation to the level of impact it seeks to achieve. The Center on Budget and Policy Priorities, for example, operates on an annual budget of less than $15 million—one of the lowest of the groups we studied—but it has influenced federal and state policies and budget decisions that have affected the lives of millions of low-income Americans. It’s a great example of getting more bang for your buck.

In the beginning, the Center focused exclusively on analyzing how federal legislation and budget decisions affected low-income  and working poor populations. One of its earliest achievements was its pivotal behind-the-scenes role in expanding the Earned Income Tax Credit (EITC) in 1984 and again in 1986. The Center has also had substantial impact on food stamp policy. For example, 90 percent of the policy provisions included in the 2002 legislation reauthorizing the food stamp program were the ones that the Center helped design; these changes have boosted participation significantly.7

Although the Center was incredibly effective with policy research and advocacy at the federal level, it soon realized that the intended beneficiaries of its reform efforts would still suffer if these programs were not implemented correctly at the state and local levels. So the Center also developed outreach programs to inform and train local partners on how to implement the policies it helped pass. It now operates several major outreach campaigns to help working poor families receive two key public benefits: low-income tax credits and children’s health insurance.

For instance, the 1986 Tax Reform Act increased EITC benefits and made more working people eligible for the credit, among other changes. The catch? Beneficiaries of the program had to do more to access these benefits, such as file a special form to get the EITC. The Center realized that many EITC benefits would go unclaimed because the intended recipients either wouldn’t realize they were eligible and thus would not file an income tax return, or wouldn’t know how to claim the benefits. This would result in an enormous missed opportunity to help low-income and working poor people.

So the Center took action. It mobilized its network of state-based policy and service groups to participate in a massive grassroots education campaign, targeting America’s most needy populations. More than six thousand nonprofits, government agencies, and businesses have joined this nearly two-decade effort, which the Center describes as “the nation’s largest sustained private campaign to promote a public benefit.” Participants include governors, mayors, labor unions, trade associations, day-care centers, and community development corporations. The result of this coordinated program has been that millions more low-income and working poor people are now aware of, and know how to access, this critical tax benefit designed to help them.

The success of this campaign confirmed for the Center the importance of combining programs on the ground with national policy research and advocacy. Even though the Center did not originally set out to provide grassroots programs, it realized that all its policy advocacy efforts would be for naught if they failed to put federal benefits within reach of America’s most disadvantaged populations. “If nobody stepped up to the plate to do this, the ramifications would be huge. If no one else was going to, then we had to,” says Bob Greenstein, founder and director of the Center.


COMBINE SERVICE AND ADVOCACY FROM THE OUTSET 

Four of the organizations we studied employed service and advocacy from the outset, or early on in their evolution. The Exploratorium and YouthBuild USA both approached the government early for funding to expand their programs or models. City Year and National Council of La Raza have adopted policy advocacy as a means of both obtaining funding and influencing larger policy decisions that affect young people or Latinos. Regardless of their motives, these four nonprofits were enlightened enough to recognize the power of engaging in both advocacy and service, and resisted the pressure to specialize.

Within these organizations, we observed two main patterns. Leaders knew that replicating programs site by site, with private funding, would never propel them to the level of change they were seeking. So they focused on influencing national policy while building their organizations, or in some cases, as a means of expanding their organizations with federal funding. These leaders also shared a common philosophical belief that government should be a part of the solution. Policy reform sends a signal to the nation that the changes these organizations propose are important enough for society as a whole to adopt.

The National Council of La Raza (NCLR) demonstrates elements of both patterns. NCLR was formed in 1968, in the wake of the civil rights movement, to provide grassroots services such as health care, education, and housing assistance to Latinos. The nonprofit also advocated for Hispanic civil rights by promoting laws to ensure them equal access to housing and jobs, and to reduce racial discrimination. From the outset, its founders had a  vision of both strengthening communities and advocating for larger policy change.

With early Ford Foundation funding, NCLR helped launch and support seven affiliate organizations in three southwestern states. It subgranted funds to these organizations to build local Latino leadership capacity and to support such activities as voter registration drives, economic empowerment programs, and local advocacy. But when Congress passed tax reform in 1969, it created a hostile climate for foundations that funded advocacy nonprofits. Ford withdrew its support for all NCLR activities except direct programs.

Raul Yzaguirre, hired as NCLR’s director a few years later, knew he had to find a way to continue this advocacy work. He helped NCLR diversify its funding base by cultivating corporate partners and charging for events, such as its annual conference. By 1975, NCLR had established an Office of Research and Policy Analysis to focus on the “Hispanic data gap.” (Little was known at the time about the Latino population; 1980 was the first year that “Hispanic” was even included as a category in the U.S. Census.) NCLR broke new ground in policy research, which it used to influence critical legislation over the next two decades in the areas of housing, immigration, job training, and foreign trade. For example, NCLR produced influential studies that shaped such legislation as the National Affordable Housing Act of 1990 to include benefits for Latinos.

But by the 1980s, the pendulum had swung back. NCLR had become so effective at policy analysis and advocacy that some members of its board pushed the organization to eliminate affiliate and other programs. “First, getting the board to approve our public policy approach was hard—we won by one vote,” recalls Yzaguirre. “Then five years later, there was a move to remove programs. So we had to fight with our board to keep both.”

Despite external and internal pressures to specialize, NCLR’s senior leaders stood their ground. “My thought was, you couldn’t be good at either one of them if you couldn’t see them both,” says Yzaguirre. “Programs inform your public policy and give you the means to change it; and if you didn’t have policy, you make your programs less potent.”

Today NCLR is the nation’s leading voice for the Hispanic community, recognized for both its successful advocacy initiatives and  its direct service programs. It earned its stripes by conducting unparalleled policy advocacy efforts at the federal level, while also building and serving a national network of three hundred affiliated community-based organizations. NCLR also delivers programs on the ground and through its network, in such areas as education, workforce development, public health, legal and immigration services, and more. By refusing to choose between advocacy or service, NCLR has become a formidable force for social change.




 WHAT’S HOLDING NONPROFITS BACK? 

For every nonprofit that combines advocacy and service, there are many more that don’t. Organizations that have traditionally focused on providing direct programs and services can find that the leap into advocacy requires significant change. There are real risks, as well. They face the possibility of losing key volunteers or donors. “The fear is that people who will pick up a hammer will not transition to voting on an issue,” says Stephen Seidel, a member of Habitat for Humanity’s advocacy task force. “People don’t like politics. We wonder, if we go down that road, will we lose folks?”

Some leaders also worry that they will lose corporate support if they become too political. After all, many corporations are wary of being associated with any group that takes a polarizing position on an issue. To address this challenge, NCLR manages the expectations of its corporate partners: “Any time we sign on with a company, we tell them, ‘We only take positions that make sense for the Latino community,’” says Emily Gantz McCay, former senior vice president. “We are always clear about being an advocacy group first.”

An organization also has to walk a tightrope of building the skills necessary to engage in advocacy, while continuing to provide services (or vice versa). “Advocacy is very difficult to manage,” admits Eric Stein, Self-Help chief operating officer. “If you are managing a loan program, there are very discrete, quantifiable parts to the process. It’s very clear where everybody plugs in, and it’s clear what the goal is—to make a good loan.” But advocacy is a less cut-and-dried activity that entails pursuing multiple goals, playing different roles in competing arenas, and taking substantial risks, he says.

Precisely because advocacy often requires work in coalitions with others, it can become difficult to claim credit for success. And  it’s hard to quantify—which has indirect implications for fundraising. “Advocacy creates challenges for us in terms of measuring impact,” says Habitat’s Seidel. “It’s easier to count houses than measure the impact of anyone’s advocacy.”

Given all these obstacles, it’s not surprising that many leaders decide to stay focused on providing services or growing their own organizations. But when an organization’s attention to perfecting its own programs overwhelms its focus on achieving long-term social change, it enters the “social entrepreneur’s trap.” This is when a nonprofit “seeks to improve or expand its own programs at the expense of not leveraging the organization’s expertise and other capabilities for field-building, policy-making and broader societal change,”8 writes Michael Brown, cofounder of City Year.

Although there are times in every organization’s life cycle when it must build internal capacity or shore up its programs, nonprofit leaders should not do so at the expense of engaging in other activities that advance their larger cause. The social entrepreneurs who run these twelve organizations avoid this trap; they understand that they must do more than scale out their own programs if they are to have more impact. They accept the fact that engaging in advocacy may not always yield direct benefits for their own organization—but nevertheless advances their larger cause.




 FIVE PRINCIPLES FOR SUCCESSFUL POLICY CHANGE 

As we’ve seen in this chapter, organizations have adopted policy advocacy in multiple ways and for many reasons. Tactically, however, they share a number of traits that we believe have made them extraordinarily successful at combining both approaches.9


BALANCE PRAGMATISM WITH IDEALISM 

All the organizations we studied embody the paradoxical concept of “practical idealism.” They are all guided by strong ideals, but few of them are ideological purists. They would rather win than be right. Unlike radical socialists in the 1930s or New Left activists in the 1960s, who protested “the system,” these nonprofits temper their idealism with pragmatism. Yet they won’t go so far as to completely  sell their souls—they are able to strike a balance between achieving results and maintaining their integrity. It’s a delicate and never-ending dance.

They are pragmatic above all because they are focused on creating solutions rather than on simply drawing attention to problems. None of the high-impact nonprofits that we studied use extremist tactics to achieve social change. “We offer a solution to significant problems that people want to solve,” says Dorothy Stoneman, president of YouthBuild USA. “Rather than protest the way things are, our strategy was to offer solutions and work in a sophisticated way to influence Congress.”

These groups have figured out how to work within the system to change the system, and have found ways to create answers to social problems that appeal to the political center. Environmental Defense, for example, finds “the ways that work” in order to make progress toward its larger goals. Historically, some prominent environmental organizations have used more radical, oppositional tactics to highlight problems, such as Greenpeace seizing whaling ships or Earth First! activists chaining themselves to trees. Whereas these activists stand outside the system, criticizing global capitalism or the current political administration, Environmental Defense and the organizations we studied make a point of working within  the current economic and political reality.

“We are literally finding the ways that work, against a background of the environmental movement that has lost its way with mainstream America,” says David Yarnold, executive vice president. “The Greenpeaces of the world are the face of the environmental movement, but they don’t represent who we are—we’re a well-kept secret.”

Our point is not that more radical approaches don’t lead to social change. They absolutely do, by attracting media attention and raising public awareness of a problem. But these tactics can sometimes limit the long-term effectiveness of radical groups—a theme that came up often in our field-expert interviews when we were selecting organizations to study. To achieve maximum influence with a majority, as measured by the number of supporters alone, you must appeal to a broad political center rather than take a polarizing position. Put another way, the circle of supporters for a radical group will usually be smaller than for a centrist group that appeals  to both sides of a debate. Stray too far in one direction, and a non-profit risks alienating individual volunteers, donors, or corporate supporters, and thereby diminishing the long-term impact it can achieve.


PRACTICE PRINCIPLED BIPARTISANSHIP 

Just as these groups are able to work within the system, they are also adept at remaining bipartisan in their advocacy efforts—not just in rhetoric, but in reality. They put their issue above party politics and will work with whomever can help them achieve their goals. “We take the requirement to be bipartisan seriously, because we are required to do it, but also because it is necessary to do it,” says Cecilia Muñoz, vice president at NCLR.

To navigate America’s two-party political system successfully, most of these organizations work closely with both Republicans and Democrats on crafting legislation or public policy. “If you contrast us to [some other green groups], they think the best way to protect the environment is a change of [political] administration,” says Gwen Ruta, corporate partnership director at Environmental Defense. “They may be right, but our goals are much more practical. We’ll work with whoever is in power.”

When major green groups widely criticized the George W. Bush administration for its stance on environmental issues, Environmental Defense president Fred Krupp praised the White House in one of our interviews for adopting a 2005 regulation, the Clean Air Interstate Rule that will reduce sulfur and nitrogen emissions. “I am not sure today in 2005 you will find another head of an environmental group who would acknowledge that maybe President Bush has been the worst environmental president ever, but also tell you that there have been stunning successes like a new 70 percent cut in [these] emissions,” says Krupp. “We will give credit where credit is due to people in both parties.”

NCLR also has a long history of bipartisanship. “The organization was built around Raul Yzaguirre and his ability to stay on point about the Hispanic community,” says Tom Espinoza, CEO of the Raza Development Fund, the community development lending arm of NCLR. “NCLR was able to speak out when the Republicans were in and when the Democrats were in. Raul’s strongest  position as a leader was that he was always on point and never got co-opted by either party.”

These nonprofits take pains to put their cause above party politics—even when that means diplomatically distancing the organization from potential supporters. For example, the Heritage Foundation clearly advocates on behalf of conservative values and policies, yet it makes an effort to differentiate itself from the Republican party. “We’ve chosen and publicized times when we have criticized the administration,” says Stuart Butler, vice president for domestic and economic policy. Heritage denounced the Bush prescription drug plan under the 2005 Medicare Modernization Act as “bad public policy,” for instance. “We want to make sure we are not seen as an organization that is an extension of any White House,” he says.

The Congressional Black Caucus motto, “no permanent friends, no permanent enemies, just permanent interests,” captures this bipartisan mentality. As Krupp of Environmental Defense puts it, “There is a power to being evenhanded and being able to cross the [political] aisle. We are never going to win if these issues are owned by one party. These issues have to be above partisanship; they have to be above polarization.”


PRESERVE CREDIBILITY AND INTEGRITY 

There’s a fine line between being pragmatic and maintaining integrity. The nonprofits we studied are able to walk this line, knowing when to compromise on their ideals for a pragmatic win and knowing when compromise might actually undermine their credibility. For some of the organizations—particularly those that focus on policy analysis, research, and advocacy—credibility is paramount to their success. They must remain true to the data and the facts, rather than bend information to support their case. Otherwise, they may win a short-term battle but lose the larger war.

Environmental Defense was founded by a group of scientists, and emphasizes highly technical research as the basis of its policy platforms. “We put science at the core of everything we do and stay true to that no matter what,” explains Jane Preyer, director of the North Carolina office. “It’s about credibility. Even if what the science says is unpopular, we stay true to it.”

The Center on Budget and Policy Priorities and The Heritage Foundation also stake their reputation on quality policy research and analysis. Although their interpretation of the solutions to social problems may differ, both aim to provide a rigorous analysis of the facts. “We set the bar really, really high for accuracy, timeliness, and quality,” says Ellen Nissenbaum, legislative affairs director for the Center. And although The Heritage Foundation advocates for conservative policies and is perceived by outsiders as more biased than the Center, CEO Feulner and Heritage’s senior policy analysts defend their interpretation of the data.


IRE POLICY EXPERIENCE 

When these nonprofits decide to engage in advocacy, they have to build—or buy—the skills to carry out those activities. Often this means cultivating relationships in Congress or state legislatures, and hiring staff or consultants who have deep backgrounds in advocacy and lobbying. Indeed, eleven of the twelve organizations we studied have a strong D.C. presence. Three of the organizations were founded in Washington, D.C. (Center on Budget and Policy Priorities, The Heritage Foundation, and Share Our Strength), one moved its headquarters to the capital from Phoenix, Arizona (NCLR), and seven opened D.C. offices as they became more involved with policy advocacy at the federal level.

Not surprisingly, these Washington offices are staffed by professionals who have significant political experience. Although Dorothy Stoneman was remarkably successful in creating a new federal YouthBuild program through grassroots advocacy, she realized that she needed professional help to obtain an appropriation for the program. So she engaged a Washington lobbying firm, Rapoza Associates, to help her navigate the halls of Congress. Self-Help employed North Carolina lobbyist Mike Calhoun, who now runs the group’s research and public policy affiliate. Environmental Defense’s second-largest office is in D.C., with a substantial staff who work on policy as well as grassroots advocacy. And the list goes on.

But these organizations don’t rely solely on professional lobbyists and media experts to advocate on their behalf. In each case, top leaders are highly engaged in policy reform as well. City Year cofounders Alan Khazei and Michael Brown flew from Boston to  D.C. to lobby Congress every week at the height of threatened cuts to AmeriCorps funding in the 1990s. Dorothy Stoneman orchestrates the strategy for YouthBuild’s policy advocacy on the Hill, and has cultivated influential friends on both sides of the political aisle. And Self-Help’s Martin Eakes regularly testifies before Congress on issues related to financial industry regulations and community lending.


FIND FUNDING FOR ADVOCACY 

One of the biggest challenges for many organizations is developing a reliable revenue stream to fund their advocacy work. Individual funders may withdraw their support if they don’t agree with a policy position. And it’s often difficult to convince donors to underwrite extensive research and policy analysis, or nebulous collective action. The legislative process is often slow, and the outcomes are difficult to attribute to individual organizations.

But each of these organizations developed sustainable revenue streams—without strings attached—to support their advocacy work. NCLR has pursued a number of different funding strategies over the course of its almost four-decade history. When its federal funding was first slashed under the Nixon administration, NCLR turned to private foundations, which sustained the organization’s policy work until new federal regulations put the funders “on notice.”  10 When both federal and foundation support was cut, NCLR had to support advocacy with revenue from other activities, such as its annual conference. The income generated from this event currently totals more than $1 million—nearly double the average amount it spends on lobbying activities each year. It also built corporate partnerships to provide additional non-earmarked income.

Other organizations, such as The Heritage Foundation and Environmental Defense, put a priority on building broad grassroots support to ensure strategic flexibility. Today they boast donor bases of 275,000 and 500,000 individuals, respectively, whose $25 checks can be allocated however the organization wishes (within legal lobbying limits). This affords them the freedom to say “no thanks” to large donors who want to unduly influence their policy positions.

Some groups are fortunate to have substantial sources of earned revenue due to the unique nature of their business models.  A large part of Self-Help’s income comes from home loan repayments, as does Habitat’s. Share Our Strength taps individual donors through ticket sales to events. Although Self-Help and Share Our Strength raise additional funds from private foundations—twothirds of the $6.5 million budget of Self-Help’s Center for Responsible Lending is funded by foundations—they don’t need to dip into core support to fund advocacy, given these relatively large grassroots streams.




 COMBINING SERVICE AND ADVOCACY 

Successfully engaging in policy advocacy is difficult—particularly for organizations that historically have only run programs or provided direct services. Advocacy touches on the myriad activities with which a nonprofit is involved. It necessarily entails greater risk and uncertainty, and requires a high level of adaptability on the part of the organization’s leaders—a theme we explore further in Chapter Six. And lobbying has implications for everything from how a group raises money to how it works with other nonprofits in its field.

In addition to the basic principles we’ve outlined in this chapter, there are two other practices we discuss later in this book that lend additional force to nonprofit advocacy: engaging and mobilizing groups of individuals and building nonprofit networks. In Chapter Four, we’ll demonstrate how great nonprofits involve individuals not only as volunteers and donors but as evangelists for their cause. They build strong communities of supporters that can lend the power of votes and the conviction of public voices to their advocacy efforts. And they reach out to powerful leaders in business and government who can exert their influence on behalf of the nonprofit’s cause. In Chapter Five, we illustrate how great nonprofits employ a network strategy, working with and through other nonprofits—either formal or informal affiliates—to build their larger field. Instead of seeing other groups as competition, these nonprofits share resources, knowledge, and talent with their peers, building strong alliances. They then mobilize these networks to participate in grassroots advocacy campaigns and push for legislative reform.

Though it can be more complicated to manage both service and advocacy, and though policy advocacy does entail some risks, the rewards can be significant. As we said earlier, simultaneously running programs and pursuing policy change creates a reinforcing cycle for most organizations. The more they do of both, the greater the impact they can achieve.

Nearly every organization in this book has embraced policy advocacy as central to its vision for change—if not at the outset, then at some point along the way. Self-Help ramped up its advocacy when it realized that providing services in the form of loans was never going to stop predatory lending practices. The Center on Budget and Policy Priorities realized that it had to add programs in order to ensure implementation of the policies it had worked so hard to help pass. And groups such as City Year and NCLR embraced the wisdom of engaging in both from the outset.

Regardless of when they reached the decision to pursue both service and advocacy, high-impact nonprofits leverage the power of government, wielding it as a force for greater good.




 CHAPTER TWO HIGHLIGHTS 

• Policy advocacy is a powerful force for social change.  High-impact nonprofits understand that they cannot achieve maximum results without advocating for policy reform or without accessing the power and resources of government. To achieve large-scale change, government needs to be part of the solution.
• The best nonprofits both advocate and serve. They couple policy reform with programs or direct services to create more impact. By operating programs on the ground, they gain a firsthand view of the problems facing their constituents and can test new models to inform their proposed policy solutions. And by engaging in policy research, analysis, and reform, organizations can influence legislation and identify new opportunities for programs. Ultimately the two activities reinforce each other.
• Don’t be afraid to jump into the political fray. Many direct service organizations are hesitant to engage in policy reform. They fear that funders will stop supporting them, that advocacy  impact is hard to measure, or that they don’t have the skills to manage lobbying. But great nonprofits overcome these challenges.
• It’s never too late to advocate. At least half of the twelve organizations in this book started out mainly providing programs or direct services, and added advocacy later. Some introduced it early on; one organization waited nearly three decades.
• Follow a few principles for success. Although these organizations advocate for widely divergent causes, they go about their work in strikingly similar ways. They all follow these basic principles:• Balance pragmatism with idealism. They work within the political system by focusing on centrist solutions that appeal to the broad majority of the American people, rather than advocate for extreme positions.
• Practice principled bipartisanship. They will work with—and publicly credit—both sides of the political aisle for policy victory, but they also maintain their integrity around the interests they represent.
• Preserve credibility and integrity. They take care not to compromise basic data, scientific facts, or analysis. Organizations that exaggerate claims to garner attention may win short-term battles, but lose the larger war.
• Hire policy experience. All but one of these groups have an office in Washington, D.C., and they hire skilled lobbyists with access to key decision makers on Capitol Hill.
• Find funding for advocacy. Not all funders want to support advocacy, so its good to find flexible sources, such as earned income or individual donations.
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High-Impact Nonprofits Do This

- Not This

O Work externally
sectors of society

hall

0 Use leverage 1o change
entire systems

0 Do whatever it takes—short of
core values

O Advocate for policy ch:
nd run programs

relationships

O Nurture networks of nonprof
build the field

O Constantly adapt and balance

mpower others to lead and
take action

O Investin the basi
fundr

people,
ng, and systems

O Focus on impact and measure
progress against results or
Targer systemic change

Focus exclusively on their own
organizatior

Use only organizational growth to
scale impact
Would rather “be right” than

peey

Only provide direct services,
avoid polit

Avoi working with business
or capitalism

‘Treat volunteers as fiee labor
or donors as check writers; for
on transactions

See fellow nonprofits as
competitors
Become mired in bureaucracy,

or get overwhelmed vith 100
many ideas

Maintain a command-and-control
hierarchy and allow the CEO to
be the hero

Neglect building basi
structure through insuflicient
spending on overhead

Focus on process; measure inputs,
not outputs
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Organization GuideStar Rating

America’s Second Harvest *kk
Center on Budget and Policy Prioritics *kok K
Gity Year H*hk K
Environmental Defense *kk
Exploratorium, ok
Habitat for Humanity *

The Heritage Foundation *kk
National Council of La Raza ok
Share Our Strengih *x
Teach For America *kk
YouthBuild USA ok

Note: SelHelp is not rated.
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Organization Program

City Year Care Force

Exploratorium Ticket sales, gift shop, publications, leased ExNet
rotating exhibits

National Council  Raza Development Fund; annual conference

of La Raza

Selftelp Secondary mortgage market income; housing

and child-care lending; ventures f

Share O se-marketing

Strength  Commu
alliances

ity Wealth Ventures, ca

YouthBuild USA  Housing sales and rentals (thror

Note: Habitat for Humanity does not classi
fncome” but as a voluntary tithing program.

s loan repayments as *earned
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What to Do

How o Start

O Leam t0 let go.

O Appointa second-
in-command.

O Build your
executive team.

O Nurture leaders
in your network

O Developastro
and engaged board,

O Embrace shared
leadership.

165 up 10 you to share your power; distributing
leadership unleashes more potential for the
entire organization.

‘ocus on external leadership tasks and hire
astrong COO to handle internal operations.

Hire and keep top talent; share power and
authority with your top team.

Cultivate leadership in your network; top
leaders can advance from within or join your
allies in the field.

flective nonprofit CEOs have a positive
balance of power with their boards, and
engage them in what matters most.

Model a new form of distributed leadership
that s less hierarchical or dependent on
formal positional authority.
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FORCES FOR GOOD

The Six Practices of
High-Impact Nonprofits

Leslie R. Crutchfield and
Heather McLeod Grant

Foreword by Steve Case

A project of the Center for the Advancement
of Social Entreprencurship at Duke University’s
Fuqua School of Business

. JOSSEY-BASS
A Wiley Imprint
, www.josseybass.com
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Organization

Event

America’s Second Harvest

Gty Year

nvironmental Defense

ixplorato

m

Habitat for Human

The Heritage Foundation

Share Our Strength

Teach For 2

National Hunger Avareness Week
Servethons—one-day local volunteer
events for thousands

Visitor Days—anyone can visit and
participate on given days.

White-water rafting trips for VIPs and top.
donors

Overnight museum stays

Home Builder’s Blitz and Annual Jimmy
Carter Work Project—high-profile hous-
ing builds

President’s Club meetings—invitation-only
gatherings for VIPs

Great American Bake Sale and Taste of
the Nation—events organized by volun-
teers 1o raise funds for hunger

Hinges of Hope—small VIP groups travel
to impoverished regions

America Week—CEOs, poli
s, celebrities, and others prepare a
lesson plan and teach a public school class
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Onganization

Formal Youth Leadership Programs

Gty Year
Exploratorium

Habitat for Humanity
The Heritage Foundation

National Council
of La Raza

Teach For America

YouthBuild USA

dalum

Youth corps a
Young Heroes

program;

Young Explainers; teacher training

programs

Campus chapters, Collegiate Challenge
Young Leaders Program

Young Latino Leaders Program

dalum

Teaching corps i program

YouthBuild corps and alumni program
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Onganization

Evangelists

Center on Budget
and Policy Priorities

Gty Year

mvironmental Defense

Exploratorium
Habitat for Humanity

The Heritage Foundation

National Council of
LaRaza

sh

e Our Strength

ch For America

YouthBuild USA

Wilson,
O Diana Aviv

Scholar William Ju
independent sector

Bill Clin
Mandela,

. George H. W. Bush, Nelson
berland CEO Jeffrey Swartz

feresa Heinz Kerry, Joanne Woodvard,
venture capitalist John Doerr

Intel cofounder Gordon Moore
Jin

Marga
Forbes

y Carter, Jack Kemp, Jon Bon Jovi

Thatcher, Edwin Meese

Henry Cisneros, PepsiCo Cha
Reinemund, actress Eva Longori

eve

Celebrity chefs Danny Meyer and Alice
Waters

Gap founder Don Fisher, Laura Bush

ators John Kerry and Mike DeWine
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Habitatfor Humanity®
Environmental Defense
SeltHelpe
Exploratorium

nericals Second Harvest®*+

Gty Year
“Teach for America
Heritage Foundation
National Council of La Raza
Share Our Strengrh
YouthBuild USA®

cap

““““UUUUUUHH

20 10 6 %0 100 120 110 160 180 200

Millions of Dolars

Notes:* Headquarters only—dos not include affliate budgets.

* Net revenue spread.
Does

notinclude

ofinkind donations.
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Nunber of

o (in Years), Name of

(as of 2006) Founder or Growth Leader §
The Heritage i 33 (Feulner)
Foundatio
National Council Tttt 31 (Yzaguirre)
of La Raza
Habitat for tt 29 (Fuller)

Humanity

SelfHelp
Center on Budget t
and Policy

T 23 (Shore)

teee 21 (Keupp)
Defense
Gity Vear ¢ 19 (Khazei and Brown)
Teach For America ¢ 17 (Kopp)
YouthBuild USA + 17 (Stoneman),
Exploratorium 111} 16 (Oppenheimer, Delacbte)
America’s Second tRE880 45 (average forall seven)

Harvest
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Modify
Programs and
Plans

™

Listen to
Environment

Evaluate and.
Learn What
Works

Experiment
and
Innovate






