..|[|||||I|..
The Bridgespan Group

MARCH 2005

Growth of Youth-Serving Organizations

A white paper commissioned by The Edna McConnell Clark Foundation

Copyright ©2005 The Bridgespan Group, Inc. Bridgespan is a registered trademark of The Bridgespan Group, Inc. All rights reserved.



..|I|||||I|..
The Bridgespan Group

Table of Contents

Foreword

Introduction

The Path of Growth

Financial Consequences of Growth

Organizational Consequences of Growth

The Chutes and Ladders of Growth

Concluding Thoughts

Acknowledgement

Page 3

Page 5

Page 13

Page 19

Page 26

Page 35

Page 48

Page 53



..|I|||||I|..
The Bridgespan Group 3

Foreword

For most for-profit companies, steady growth is the surest path to success. How to
grow—whether by opening new divisions, developing branches or franchising
operations, acquiring other companies, or taking any number of other possible
approaches—comes down to a matter of choice and opportunity for each individual
company. Whichever path a company pursues, more often than not it can be assured it
will have access to ample information about the benefits and risks of each option,

talent to help execute its chosen strategy, and money to finance its growth.

In the nonprofit sector, the picture is much different. Few, if any, of those same
resources are available to growth-minded nonprofits—especially organizations in the

social-service sector that aspire to serve more people.

This is one of the first truths our two organizations had to confront when we began
working together several years ago to strengthen organizations in the youth-service
field. Through its grant-making, the Edna McConnell Clark Foundation helps high-
performing youth-serving organizations develop and then implement growth plans that
the Foundation and they hope will lead to better services provided to more and more
young people from low-income backgrounds. The Bridgespan Group, through its work
with the Foundation and others, helps high-performing nonprofits develop viable
strategies for increasing their social impact while building knowledge for the sector

more broadly.

Our collective understanding of the state of the field and the challenges facing
organizations that want to become healthier, stronger, and more effective has been
deepened by our work. At the same time, gaps in our knowledge about the nature of
growth in the nonprofit sector have become more obvious. To explore some of these
issues and to help answer questions that might enable us and others interested in
building stronger nonprofits be more effective, we undertook this study. Over the
course of several months, leaders of 20 youth-serving organizations that grew
significantly in recent years took part in extensive interviews about their experiences.
They also allowed us to develop individual case studies to further illuminate the

changes the organizations went through over the years. In addition to the interviews
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and case studies, researchers collected data on well over 1,000 youth-serving

organizations around the nation.

As the study shows, nonprofit organizations that are intent on expanding the scale of
their services face notable challenges. For example, even after years of growth, the
financial condition of well-known and good-sized youth-serving organizations remains
remarkably fragile. Funding for organizational improvements consistently lags the need
for them, putting stress on the entire organization and particularly its leadership.
Contrary to experiences in the corporate sector, economies of scale and operating
efficiencies are hard to come by. And though foundations can and sometimes do fund
growth, they are unlikely to sustain it. Accordingly, the need to think about fundraising
never lessens but rather becomes a greater and greater challenge the larger an

organization grows.

These and many other observations are to be found throughout this white paper. For
them, we are indebted to the organizations that agreed to participate in the tedious

business of responding to questions, questionnaires, and extensive interviewing.

In the end, of course, this effort will only be meaningful if the information it contains is
useful to other foundations and funders that are committed to building a stronger and
more effective nonprofit sector, and to the nonprofit organizations that are thinking

about growing. To them—and the potential social good they represent—we dedicate

this report.
Michael A. Bailin Jeffrey L. Bradach
President Managing Director & Co-founder

The Edna McConnell Clark Foundation The Bridgespan Group
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Introduction

Growth is a critical component of strategy for many organizations that directly serve
youth and those that support them, including ours. The Edna McConnell Clark
Foundation (EMCF) pursues its mission of “improving the lives of people from low-
income communities” by “helping high-performing nonprofit organizations increase
their capacity to serve more young people from low-income backgrounds (ages 9 to
24) with quality programs during out-of-school time.”* The Bridgespan Group’s mission
is to “work to build a better world by strengthening the ability of nonprofit organizations
to achieve breakthrough results in addressing society’s most important challenges and
opportunities.”® Aiding direct-service organizations in their efforts to develop and
implement strategies with the potential to achieve significant results through growth is

a fundamental aspect of the way in which Bridgespan seeks to accomplish its mission.

Growth is a noteworthy phenomenon among organizations that serve youth. Between
1997 and 2002, the number of organizations in the youth-service field grew by 41
percent, while the funds those organizations received grew by 70 percent from $4.7
billion to $8 billion. Of this new funding, two-thirds (some $2 billion) was invested in
established organizations, while the remainder went to nonprofits created during this

period.?

For both of these reasons, in January 2004 EMCF commissioned a research project of
which this white paper is a part. Together, we set out to explore growth in U.S. youth-
serving organizations: the prevalence of growth, the factors that were critical in
shaping how these organizations grew, and the major consequences of growth. We

hoped that by increasing our understanding of this phenomenon, we could become

! www.emcf.org

2 www.bridgespangroup.org

% These figures come from a Bridgespan analysis of National Center for Charitable Statistics (NCCS)

data. Please see Appendix A for an overview of this research.


http://www.emcf.org/
http://www.bridgespangroup.org/
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more effective in our own work. We also hoped that these efforts would be useful for

other organizations committed to supporting nonprofits that serve young people.

One of the chief components of the study was an in-depth look at 20 youth-serving
organizations that experienced significant growth in recent years. Exhibit 1 provides a
brief overview of each of the participating organizations. Exhibit 2 provides data on the
number of youth each served in 2003 and its revenue growth from 1999 through 2003.
Exhibit 3 shows a breakout of these organizations into three categories: organizations
that attempted to expand nationally (multi-site); organizations that grew locally or
regionally (single-site); and local affiliates of established national organizations.

(Appendix B discusses the methodology of the study.)

Over a period of four months, members of the research team visited the participating
organizations to interview key members of the management teams and, in some
cases, members of their boards. In these and subsequent discussions, we asked a

wide range of questions addressing six main topics:

e The organization’s motivation for growth and the extent to which growth was

planned;
e The form that expansion had taken;
e The ways in which growth was financed;

e The extent to which growth involved changes in and/or codification of the

organization’s program and attempts to measure program outcomes;

e The kind of changes that took place within the organization in response to

growth;

o Factors external to the organization that affected its growth.



The Bridgespan Group

JuUsBWI|yIN} pue ‘@duspuadapul JIWIOU0ID ‘pooylnpe
a|qisuodsau abeunooua 01 diysiapes| pue ‘ABojouydal ‘uonuanaid

VO

epawey

Adueubaid ‘yrew pue adualds Se Seale YoNs Ul SAJIAISS SBPINOI | ‘olpueaT] ues 8S6T 10 paleiodiosu] SHID
uoieaNpa padsueApe ue ansind pue jooyds ybiy woly arenped syuapnis
djay 01 paubisap sdiysitejoyas abajjoo pue ‘sdiysualul ‘Buijasunod (o)
19910 pue 969||09 ‘WNINJLLIND Paseq-wooisse|d ‘Buliolusw siayo | ‘ssjebuy so 116T pun4 uawyjiing ayL
AuNWWod pue JUSWUOIIAUS 8y} ddueyus eyl
$991AJ8s 21ignd apinoad 01 pue yinoA Buowe juswabebua 2iA1D ajowoad 03 sd10D uonealasuo)d
(Jooyas Jaypreyo e ‘Buluies) paseq-adinias ‘6°9) swelboud asIaAIp s1aO| VYO ‘puepieo €86T Aeg 1se3 ayl
SaluUNWWOI 419yl ul abueyos Bunse|
0}Ul JUBWIUOJIAUS 3yl 10} uoissed 118yl uinl 01 S||MS pue abpajmous VA
wayl Buinib ‘syoafoad requswuoainug ul (epelb ,16-,»S Ul) yinoA sabebug ‘elipuexa|y €66T 92104 yueg
Jooyds ul Aels 03 syuapns
Buidjay ‘spuased pue ‘sioj@sunod asuepinb ‘siayoesl ‘siojesisiuiwipe ©eluely JO S|ooyds
Jooyds yum xqom 03 sdnoub Alunwiwod pue sassauisng Jaylabol sbulg| vo ‘ejuepy 2.6T U] sauUNWWo)
SJ9ydea]l pue S1UapNIS [elluanjul jo Buiuresy Buipnjoul '0'd
‘sj00yds ybBiy ul SJuapns |[e 10} WalsAs uonisuell aba||od sapinold| ‘uolbuiysem €66T Hwwns abajjo0
SUOI199UU0D AJUNWWOD plINg pue
‘s|s diysiapes| dojanap ‘s||ips dlwapeoe uayibualls Yyoiym ‘sreuoissajoid
1npe yum sdiysaonuaidde Buipnjoul ‘saniAiloe jooyoss-1aye siaygo| VI ‘uolsog 66T S|00Y2S uazm)
SaWoH dnoi9 aAly pue sgnjD 0Z SH WOy ‘GT pue XIS Jo sabe ayl usamiaq an uolbuiysepn 1areal
UnoA Joy Buiwwelfoid a1ed swiniawwns pue |00yds-1ale Sapinoid | ‘Bunds taajis 988T Jo sgn|D suI9 ® Aog
uolsog Jayealo Jo
uswom yum sdiysuonejaa Buriojuasw aalisod yum spib sapinold|  VIN ‘uolsog 1GS6T uoneloossy 491sis Big
saniunlioddo [euopeoNPa pue JaaJted 0} ainsodxa pue ade|dXJom ayl Jo}
s|Is apinoid 01 saniAnoe pue sdiysasnuaidde jooyds-iaye suaal sioyo| 1 ‘obeaiyd 0002 SI191B |00YDS Jayy
n n
uonduosap weliboid SIEILEND papunoy uoneziuebio
-pesH lea\

(OT-T) paipnis suoneziuehbilo JO MaIAIBA0 welbold T 1qiyx3




The Bridgespan Group

juawdojanap diysiapes| pue ‘a21AI18s ALUNWWOI ‘ssadde aba|jod uo
siseydwa Buouiis ‘ajdoad awooul-mo| pue ssajawoy 1o} Buisnoy Buipjing

ybnoays s|ipis gof ureb Asyr ajiym ewoldip [ooyds YbiH 10 39 1By VN
urelqo 01 |00YdS SAITeUIS)}E Ue Ul SP|O JedA {Z-01-9T awodul-mo| sabebug ‘9|InIBWOS 8/6T VSN pIINgyinoA
saljiwe} pue ‘yinoA
‘UaJp|Iya Msu-ybiy 01 savinlas Buluresl JuswAojdwa pue uoiesnpa ‘ue1s O
peaH Ajre3 7 14e1s peaH ‘Buljesunod ‘aed [einuapIsal ‘aled SISO SapInold |  ‘saldeyd 1S /6T paaN U] YinoA
uonetedaud |yS pue Bulidsunod abajjod Buipnjoul
$924N0saJ arenlsd 03 ssadoe pue ‘Buniojuaw ‘swedboud uoneonps |y ‘oasioueld
-lennuaadxa Jawwins 01 sdiysiejoyss SJuapniIs awodul-mo| SIB0 ues 066T ydJeas Jawwns
S|ooyos wexa
-o11qnd pue juapuadapul dol Je paaddns pue Jajua 01 UaJp[IYd|ooyds ueqin uonepunoS
paniasiapun atedaid 1eyy sweaboud diwapede syjuswajdwi pue sdojaaag VIN ‘uolsog 066T auolsbuiddals ayy
sy08foud ad1ni8s pue ‘sbBulureay diysiapes)
Api@am ‘suoneziuebio pyosduou ul sdiysasnuaadde pred jo weiaboud IM
Yauow-QT & ybnouays synpe BunoA jo renuarod diysiapes| ayl sdojanag ‘o nem|IN 266T sal||y 211gnd
1oddns Jaaued aba|j09-1sod pue ‘96309 1e Buliojusw
‘Buluresy abajjoo-aid Buipinoid ‘sweal jeanynonnw ‘aAnioddns ul wayl
saoe|d pue |enualod diysiapes| Aleuipioellxa UM SIUapnils saiinuap] [ AN 404 MaN 686T uonepunNoS assod ayl
luwinje Bunioddns pue ‘suoneziueblo paseq-ANuUNWWOD pue SallISIaAIUN diysinauaidasug
‘sjo0yos yum Buriaurred fsiadiom YinoA pue siayoeal Buiures ‘enaiung Buiyoea] Joy
Buneals Aq ‘yinoA swooul-mo| 03 diysinauaidaiiua yoeal 03 SHIOM [ AN DI04 MBN /86T uolepunoS [euoneN
$S920NS pue Aljigels wu.al
-Buoj 10} Aressadau sj001 Buipinoad ajiym spasu Aousabiawa ‘arelpawiwll | D ‘odsiouel S92INIaS
S,UINoA sssjawioy 0} puodsas 01 paubisap S92IAI9S JO WNNUIIUOD B SI9YO ues 86T UINOA 19941S upjie]
spooyJdoqybiau awooui-mo| ul sweliboud
pooypjiyd AlJes Jaylo pue uels peaH ul bulbbnays are oym sisjooyasaid
U}IM 9UO-UO-3UO XYI0M 0} Sspuapnis aba||0d sasinuadns pue ‘suredl ‘sunuday| VI ‘uolsog €66T uelsdwne
S991n9S Juswdojansp YinoA
pue ‘[euonealdal ‘euonneonps jo abuel e Buipinoid Ag pue Aylunwiwod auoz
ay1 Buidojanap Aq A1anod Ul uaip|iyd 40 SaAl| ayy anoaduil 03 SHIOM | AN “YJ0A MON 0.6T s, uaJpiyd wajreH
uonduosap weaboid ST papuno} uoneziuebio
S -peaH les A =

(02Z-TT) palpns suoneziuebio Jo malnIdA0 weabold T uqiyx3




..|[|||||I|..

The Bridgespan Group

‘pouiad awin 3y} Joj sarel Ymmolh 1eak-19A0-1eak ainseaw 01 JN2ILIP SI 1 8103481 pue ‘€002/2002 Ul S1eaA [edsly pabueyd WSVx

(66.-86.) sweiboid epawrely jo parelodioou] epawely
%T<C %S NY'2$ N6'Z$S 0002 s ul sebe |e jo s 10 paresodioou] sl
swrelboud Auew
(20.-10) S.pun4 8yl YIM pPaAjoAUl SIUSPNIS
%G/, %6 NLES N2 S$ 000°‘€ |00Y2s 3|ppIW pue |00yds YBiH pund juswijying syl
(zo.-10) sweiboid 9og3 8Ly sdJ0D uopeAIasu0D
%T<C %2 NT 0TS N8 0TS 00E‘Vv J0 Aue ylm paAjoAul spinpe BunoA Aeg 1seq ayl
(00.-66.) swesBboud
%€ES %T- NZ'¢$ \rAxAS 006‘8€ 82104 yHe3 YlM PaAJoAUl sUspnmS 92104 ypre3s
2oussald e sey eiuey
(T0.-00.) 10 S19 a1aym (jooyos ybiy ybnoaya eluey Jo sjooyds
%716 %GS€ NY'T$ N9 v$ 0og‘oz AJeluaws|d) S|ooyds Ul SjuapniIs u] saIuUNWWo)
weiboid
sse|) Joluas,, ayl ul bunedpiued
(00.-66.) J0 Jeulwas ywwns aba|j0d
%8TT (20.-66.) %0.L NZ 0% (20) WS'E$ 006°T e Bulpusire sioluss jooyos-ybiH Hwwns 8bs)j00
(00.-66.) sjooyas uazniy
%08 %6¢€ N8’ TS NL 9% 00v'T ul psjjoius $T-6 abe suspms S|00Yds uazinio
eale uolbuiysem
(T0.-00.) 1918319 8y] 1noybnoayl sqn|d uolBulysepn Jerealo
%€T %L NE 6% NO'2T$ 005'02 SH19 7 sAog ye paisisibal uaipiyd 10 sgn|9 sID % sAog
sweuboud ia|ews
(10.-00.) Jay10 ay1 pue weiboud Buuojusw uolsog Jaresls Jo
%S€E %€ET NE'TS NZ'Z$ 006‘T 191sIS Big ay1 ul spib Bunos | uonerdossy Jaisis big
Jswiwins 1o
(¥0.) JeaA jooyds ayl J1ano ‘swelboid NSY
*V/N (#0.-T0.) %8| (10) WL S$ NS 8T$ 000'9T UM PBAJOAUI S1UBPNIS [00Yos-yBiH |  SI911BIA |O0YIS I8V
(e00e (e00e R
-866T) 6661 (666T) (€002) syuedionred T
a1ed ynmolb | ‘Yovo JA anuanal anuanal S ArI15Uag papusIU| uoneziuebipo
[enuue -7) ymoub | Buneisado | Bunesado paX 1oy 4 psp
: : JO JaquinN
1saybiH aNuUaNay

(OT-T) pPaipn1s suoneziuelbio Jo ymmoiab pue aleds :zZ UgIyx3




..|[|||||I|..

The Bridgespan Group

10

(00.-66.) swresboad plINgyINoA
%01 %T- N8 6% NG 6% 000°2 UM paAjoAul synpe Bunoi VSN PIINGYINoA
(66.-86.) swelboid pasN U] YINnoA yim
%S/, %ST WNZ 9% NL 0TS 000 paAjoAul synpe BunoA pue uaipiyd p8aN ul Uinox
sweaboud
(00.-66.) yoJeas Jswwns ul pajjoius
%9t %6T WN9'T$ NE'ES 09 sloluas pue siowunf jooydss ybiH yoJess sswwng
S921nI8s 110ddns,, suoysbuiddals uonepuno
(T0.-00.) J0 sjuaidioal pue (siepesb auolsbuiddels
%.2 %LT NV TS N9'Z$ 0.S wl ® w9) .Stejoyds,, suoysbuiddals ayL
(10.-00.) wesboud saly 21gnd
%6€E %6 NE'S$ WE'L$ ove ay1 ul Buinlas (synpe BunoA) saljly sal||v dlland
(66.-86.) sasndwed 263]|09 uonepuno4
%YET %05 N8 0% NG'ES 08S uo pue Buluresl-ul sIaquiaw 3ssod 9ss0d 9yl
diysinauaidaiyug
Buiyoea ]
(00.-66.) sasse|o 314N 10} UoEPUNOS
%29 %VT N2 S$ NL 8% 00€‘LT UuMm panjoaul 8T-TT pabe syuspnis leuonen
(66.-86.) sweiboud upjre] yum S92INISS UYINOA
%€EE %cT NV S$ NV 8% 00T‘2 paAjoAul synpe BunoA pue usipiiyd 193]S ubjie’]
(T0.-00.) sweiboud jreysdwne
%62 %8T NLES NZ'L$ 00S‘'v UNM PBAJOAUL UBIPJIYD |O0YIS-8ld 1eysdwine
(00.-66.) swesboud zoH auoz
%812 %02 NT 8% WL 9T$ 00S°'2T UNM PBAJOAUL S)INpe pue usipiyd| s.ustpiyd wsjreH
(e002 (e00z2
-866T) -666T (666T) | (€002) &%M%wmwma
a1el ymmoub [ ‘4ovo 4A anuanal anuanal o515 mb uoniuyap Aseidlsuaq papuaiu] uonezijuebio
[enuue -) ymoub | Bunresado | Buneirado P
10 JaquinN
1saybiH anuanay

(02-TT) palpnis suoneziuehlo o yimolb pue sjeds 1z UqIyx3




..|I|||||I|..
The Bridgespan Group 1

Exhibit 3: Structure of organizations studied

Affiliates of multi-site

Multi-site organizations o
organizations

Single-site organizations

= Citizen Schools * The Big Sister Association « After School Matters
of Greater Boston
= College Summit = The East Bay
* Boys & Girls Clubs of Conservation Corps
= Earth Force Greater Washington
* The Fulfillment Fund

= Jumpstart - Communities In Schools | hildren
= National Foundation for of Atlanta Harlem Children’s Zone

Teaching - Girls Incorporated of = Larkin Street Youth

Entrepreneurship Alameda County Services
= The Posse Foundation = Youth In Need

= Public Allies

= The Steppingstone
Foundation

= Summer Search

* YouthBuild USA

In addition, during this phase and in the months following it, we gathered quantitative
data about the revenues and costs of each of these organizations, reaching as far back
into their growth history as their records would allow. Further, we surveyed the
participants to quantify a number of the observations that emerged from the interviews.
Finally, we gathered the executive directors (or their equivalents) of the 20
organizations in New York to present a preliminary version of the study’s findings, both

testing their accuracy and developing new insights from the discussion.

This research produced a wealth of information about the experience and effects of
growth in youth-serving organizations—far more than could be encompassed in a
single document. As a result, we have chosen to present the material in two formats: a
series of 20 case studies, which capture the particulars of each organization’s growth
story; and this white paper, which presents the observations that emerged most

consistently across the interviews and data-gathering process.
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Broadly speaking, these observations fall into four categories: the path of growth, the
financial consequences of growth, the organizational consequences of growth, and the
“chutes and ladders” of growth (i.e., those factors that helped or hindered these
organizations as they grew). In the pages that follow, we look at each of these topics in
turn and then conclude by offering some ideas about the implications of the study for
funders, like EMCF, that want to support the growth of effective youth-serving

organizations.

Before beginning, however, a few cautions are in order. First and foremost, it is worth
underscoring what a study such as this can—and cannot—do. Taking a relatively
intensive look at 20 organizations allowed us to consider varying approaches to a
common set of challenges and to identify a number of apparent trends. At the same
time, these 20 organizations do not constitute a representative sample of youth-serving
organizations, nor is the sample large enough to allow the results to be of statistical

significance.

Second, because the effect of growth on youth-serving organizations was one of the
project’s chief concerns, we excluded nonprofits that failed to grow—or chose not to
grow—from the study. As a result, while these pages include examples of practices
that appear to be reasonably effective in supporting successful growth, the most we
can say is that these are current practices, not that any individual one of them

represents a “best” practice.

Finally, in choosing examples of successful growth, we defined success in terms of the
guantity of services offered (as measured by growth in the number of youth served and
in the organization’s revenues) and not in terms of the quality and effectiveness of
those services (as measured by good youth-service programming and by positive
effects on the participants). To assess the latter, we would have had to evaluate each
program and compare the results of growth to other options (such as program
improvements) that the organization itself could have taken or that its funders could
have supported—both of which were beyond the scope of this study. As a result,
inclusion in this paper reflects neither positively nor negatively on the nature nor
effectiveness of the programs these organizations provide, but only on the fact that

they were able to expand significantly the delivery of those programs.
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The Path of Growth

One of our study’s central objectives was to understand how and why this set of
organizations had grown. In the interviews we asked participants about their
organizations’ motivation and planning for growth as well as about the form that growth
had taken. While the answers were many and varied, two trends emerged: the
interplay between opportunity and strategy as the organizations grew; and the need for
multi-site organizations to balance—and rebalance—the degree of local autonomy and

central control.

Observation 1: Growth was more often aresponse to opportunity than
the result of strategic choice.

All these organizations grew because their leaders saw—and seized—opportunities to
acquire funding, talented staff, or both. There were literally as many examples as there
were participants. Organizations like NFTE, Youth In Need, and Communities In
Schools of Atlanta were responsive to funders who wanted to see them run more
programs in more areas. Summer Search went to Boston because of Jay Jacobs, then
a site leader and now the CEO. “Why Boston,” founder Linda Mornell commented.
“Because | met Jay and that was where he lived.” Earth Force president Vince
Meldrum described a similar approach to expansion: “If we can find the right staff
members, then we go there. [Starting a new site] is a 70-hour per week job, and it

takes a very committed individual.”

Given the difficulty of acquiring resources, and the fact that few (if any) nonprofits can
fund their own growth, it is not surprising that seizing opportunities as they presented
themselves figured prominently in these organizations’ growth stories. The challenge
lay in differentiating genuine opportunities from will-o-the-wisps, which could
compromise or even undermine their missions. As Chuck Harris, a member of College
Summit’s board and its interim vice president of development noted, “There is a risk of
being diverted [from our mission] by good ideas. This is especially apparent in
foundations’ [requests for proposals].” Cognizant of this danger, College Summit is
attempting to raise a multi-million dollar fund that would allow it to focus on its core

services over the next few years while sustaining its growth.
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A few of the organizations in the study admitted to having to rationalize the addition of
some programs retrospectively and, in some cases, changing the mission (as many as
three times) to reflect the new direction. While such growth could be exciting to both
staff and funders, it could also be confusing: “Ask 100 people in this organization why
we’re here,” one CEO admitted, “and you'll get 100 different answers.” To manage the
risk of mission drift, many of the organizations in the study appeared to be moving
toward what we have called “strategic opportunism.” By this, we mean that they were
developing explicit criteria (such as a designated level of community support,
availability of funding, presence of qualified staff, and/or connectedness to mission or

strategy) for screening growth opportunities.

The Posse Foundation is one of the most stringent organizations in this regard. A new
site must have at least three years of start-up funding secured before expansion can
take place. Before opening a new site, Posse also performs a feasibility study, which
examines not only funding opportunities, but demographics, geographic realities, and
the level of demonstrated need among public-school children. For Earth Force and
Summer Search, the critical factor is having qualified staff to lead new sites. For
example, even though Summer Search had secured both community support and
funding for a new office in Seattle, they waited two years to open the site, until they
had identified the right director.

In several cases, the learning-by-doing of early growth initiatives underscored the need
for a more deliberate approach. Jumpstart, which at first would “go anywhere,”
according to Rob Waldron, its current president and CEO, because, “it's like being
asked to the prom, you're just so glad to have been asked,” now thinks more actively
about the operational challenges of managing a geographically-dispersed network.
Similarly, NFTE’s president and founder Steve Marrioti described how: “From 1987 to
1990, we were just trying to stay alive. | was totally open. Now it is more structured,
and | think it is better.”

Both NFTE and College Summit supplemented their experiential learning by engaging
in a formal strategy process, which helped identify the prerequisites for successful
growth. Recognizing that they would need to develop a strong presence in (and
therefore invest deeply in) specific communities to effect significant change, College

Summit developed a list of criteria for prospective geographies. It also drew back from
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certain locations it had already begun to explore. Using another approach to managing
risk, Girls Incorporated of Alameda County created a tool which includes a clear set of
criteria for evaluating how well a new program opportunity fits with the organization’s

mission.

The experience of these organizations points to the importance of being deliberate
about responding to growth opportunities. It also suggests the potential usefulness of
viewing strategy not as an unchanging roadmap but more as a set of guardrails within
which new opportunities can be pursued. As Patty Pflum, the executive director of
Communities In Schools of Atlanta commented, “our strategic plan helped us be able
to say ‘no’ to certain things.” By carefully screening prospects that came their way, the
organizations could reduce the likelihood that they would be pulled in directions that

would distract them from their missions and strain their capabilities.

Observation 2: For organizations with multiple sites, finding the right
balance between local autonomy and central control was a recurring
challenge.

Nonprofits engaged in replicating programs in new geographic locations can be
arrayed along a spectrum according to the level of control maintained by a central
office or headquarters.* At one end of the spectrum are organizations that try to
expand their reach by sharing their model with other organizations, formally or
informally.® At the opposite end of the spectrum are organizations that choose to
expand by building branches, with a single national office holding both ultimate
decision-making power and the organization’s 501(c)(3) designation. These branches

can be organized in ways that are characterized as tight or loose, depending on the

“ See, for example, J. Gregory Dees, Beth Battle Anderson, and Jane Wei-Skillern, “Scaling Social

Impact,” and Jeffrey L. Bradach, “Going to Scale,” in Stanford Social Innovation Review.

® We excluded organizations whose primary mode of growth is model dissemination, because they are
unlikely to face the same issues as those that assert at least a moderate level of control over their
growth. Several organizations in the study have used model dissemination as a secondary strategy,

however, and almost all seem to have shared their program model informally at some point.
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degree of control exercised by the national office over the branches’ governance,
financial operations and programs. Between these two extremes are nonprofits that
have grown by creating some sort of partnership or affiliation with other independent
501(c)(3) organizations. In many cases, the responsibilities of each party are
contractually defined and, as is the case with branches, these affiliate relationships

range from tight to loose.

The multi-site organizations we studied chose different points along this spectrum of
control to begin their geographic expansion. For example, Public Allies and YouthBuild
USA started out with far less central decision-making than Earth Force and Posse.
Over time, however, all of them moved away from either end of the spectrum to
organization structures that encompassed both aspects of centralization (national
control or site uniformity) and elements of decentralization (local autonomy and site
variability). Several set out by trying to empower their sites as much as possible but
reduced local autonomy when the sites ran into trouble or demanded more control.
Others—principally organizations that were particularly sensitive to maintaining a
consistent program model, quality, and culture—started out relatively centralized but
delegated more autonomy to their sites when the organization became too costly or
complex. (Exhibit 4 provides a snapshot of each organization’s evolution. For more

detail, please see the case studies.)

The organizations that evolved from a structure in which local sites operated with
complete, or almost complete, autonomy toward one with a greater measure of central
control tended to be: (1) responding to requests from the sites for quality control and/or

reinforcement of the brand; or (2) striving to share costs or manage risk.
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For example, YouthBuild USA founder and president Dorothy Stoneman wanted to
spark a national movement, not build a national organization, so “we started by giving
everything away—our knowledge and our name.” YouthBuild USA provided a
handbook, inspirational training, and on-site technical assistance coupled with full local
autonomy with no contractual affiliation agreement for use of the YouthBuild name.
When federal funds were appropriated for the program, however, the first 15 sites sat
her down and asked for protection from opportunists seeking funds from HUD who
might undermine YouthBuild’s reputation by not adhering to the philosophy and
program design. As a result, YouthBuild USA and these directors created standards for
affiliation and use of the brand name, and further codified the program in a series of
five handbooks. Initially, Citizen Schools also contemplated a relatively loose structure,
but the model evolved to a more tightly managed affiliate system. Summer Search has
begun looking for ways to minimize back office costs by centralizing certain functions

that historically have been handled by individual sites.

The organizations that sought to devolve responsibility from the national office to the
branches were motivated primarily by the difficulty of attracting sufficient funding and/or
talented staff for all the sites. For example, Posse began delegating control so that site
directors could run their own operations with greater autonomy. As founder and
president Deborah Bial noted, “We can’t continue to raise the money [for all five
branches] through one [national] office. It's not healthy or smart. We'd like to give the
program directors more power, more like executive directors, so they’re managing the
office, raising the budget themselves.” The local directors will oversee local training,
fundraising, and staff development, while the national office will retain oversight over

training, finance, communications, university relationships, and local advisory boards.

Although there isn't likely to be one best way to structure a national organization,
making the wrong choice did place some of the organizations in jeopardy. The
experience of Public Allies, for instance, made clear the importance of matching
decision-making with fiscal responsibility. Within 10 years of its launch, Public Allies
was operating branches in more than 10 cities and had financial and legal obligations
for all that went on in these sites. Without the proper controls or staff in place, site
directors began making decisions (such as leasing real estate and adding major
program pieces) that had implications for the entire network, without consulting the

national office.
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Reflecting on what had happened, executive director Paul Schmitz pointed out some of
the subsequent challenges. “There is minimal accountability for local site directors,
because the national will always have ultimate responsibility for bailing local sites out.
Replacing a poorly performing director is also very expensive, because it means there
is no one raising money locally for several months and a new director takes time to
build relationships.” Ultimately, Schmitz came to the realization that, “The structure we
have is dysfunctional. The home office has all of the responsibility and little control. We
either have to centralize more decisions, which goes against the culture of leadership
development, or decentralize the structure and put liability where decisions are made.
There are tradeoffs either way." In fact, in the time since our initial interviews, Public
Allies has decided that all of the sites must affiliate with local organizations or

universities in their communities.

Financial Consequences of Growth

Growth increases an organization’s need for capital at the same time that it increases
its potential to achieve impact. As a result, it can be a double-edged sword, because
greater ease in attracting new funds is seldom its reward. On the contrary, since capital
is seldom allocated rationally in the nonprofit sector, successful growth usually makes

the organization’s (and its leader’s) financial burden heavier, not lighter.

Observation 3: The financial condition of these organizations, even the
best-known and fastest-growing, was remarkably fragile.

The organizations in this study are among the best known in the field of youth services.
They take in average annual revenues of $7.3 million, and they have been in operation
for an average of 26 years. Yet the degree to which they live on the edge financially
might well stop for-profit executives dead in their tracks. Consider a few statistics:
among the 16 organizations that provided data on this question, the average operating

reserve was four-and-a-half months, and eight had two-month reserves or less. None
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had more than nine months of operating expenses on hand. Additionally, two-thirds of
the organizations experienced at least one year of declining revenue between 1999
and 2003, and one-quarter dipped twice (Exhibit 5).° Over this same period, 50 percent
laid off staff, 60 percent shifted to a lower-cost program model, and 45 percent cut

entire programs (Exhibit 6).

Exhibit 5: Operating revenue dips over time for organizations studied

Organization in study, segmented by:
Number of year-over-year declines in operating revenue

(1999-2003)

O Two or
more
dips

O one dip

J No dips

Source: Data provided by participating organizations

® We recognize that this period included both the boom and the bust of the so-called Internet

economy.
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Exhibit 6: Financial tough times prompted several of the organizations
to take drastic actions

Which, if any, of the following actions has your organization

taken in the past five years to ensure financial sustainability?

Percent of organizations surveyed

100%0+
90%
801
60% 60%
60+
50%
45%
40+
201
Aggressively Established Shifted to Laid off staff Cut a program
managed costs  a detailed a lower-cost
contingency program model
plan

Source: Bridgespan growth of youth service organizations survey of organization leaders (September 2004, N=19)

The challenges facing Nancy Wachs, the executive director of After School Matters,
are representative. The organization has strong support from the city of Chicago and
its partners, and its programs are not currently in jeopardy. But the demand for its
programs is huge, and funding has not kept pace: “We have a lot of support, but it is
not always smooth. The city has been pushing us to grow faster, and they are helpful,
but it is not always enough. And right now the parks have a big deficit, and the schools
are having budgetary problems. Our programs are not in jeopardy, but the system is a
bit precarious... To think that we would have to retreat from some of these schools

makes me sick to my stomach. This program is a lifeline for a lot of these kids.”

Several organizations in the study have experienced the kind of drastic dips in funding
that Wachs worries about. Communities In Schools of Atlanta nearly collapsed in the
late 1990s, when they were unwilling to bid on operating a single-campus alternative
school for 1,000 students rather than the small, dispersed sites of 150 students or less
that they had previously operated. “There was a big layoff, a big reduction in staff,” said
Theresa Crawford, director of finance and administration. “The remaining staff was

scared, nobody knew what was going to happen.”
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More recently, shifts in the prevailing political winds created enormous problems for all
the organizations that relied on AmeriCorps appropriations. The East Bay Conservation
Corps, which lost a $3-million grant in the early 2000s, cut staff, trimmed benefits, and
did away with raises in order to preserve the number of students and youth
participating in their programs. But even though they had planned for the possibility of
the cut, morale plummeted, the level of uncertainty among the staff soared, and neither
had stabilized at the time of our interviews. As Janice Jensen, the former COO, put it,
“We've been getting hit from every corner... in large part because of AmeriCorps, but
also because of the continued downturn in the economy, and the fact that many of our

other funding sources have not been coming through for us.”

Financial crises were sometimes precipitated by the loss, or simply the delay, of funds
from private sources. Earth Force, for example, was funded in full until 1998 by the
Pew Charitable Trust, which had founded the organization in 1991. As Pew began to
phase out its contribution, Earth Force was able to compensate for the lost funds; but
its revenue growth rate slowed. Jumpstart’s white-knuckle ride occurred during the
leadership transition from founder Aaron Lieberman to Rob Waldron, now the
organization’s president and CEO. Despite the demonstrable success Jumpstart was
having with its pre-school “scholars,” the organization was perhaps three months from
insolvency, because funders were taking a wait-and-see approach to the leadership
transition. As then board chair Jeff Bradach put it, “I don’t know what would have

happened if Rob had said ‘no.

Salvation in times like these sometimes arrived in the form of a funder or a small set of
funders willing to provide the resources necessary for survival. When Public Allies
experienced a financial crisis in 2000, a board member stepped in to help cover debts
incurred as the national office absorbed local sites’ deficits. “We were moving payroll to
payroll in this period,” executive director Paul Schmitz remembered, and “we [had] cut
through to the bone.” At Jumpstart, the board searched for and ultimately identified a
foundation willing to provide an essential and immediate infusion of funds during the
transition. YouthBuild USA also has received funding in times of near-desperation from
foundations that had been long-time supporters. The board of Communities In Schools
of Atlanta played a similarly crucial role by stepping in to raise emergency money from

donors who had supported the organization historically.
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Observation 4: Economies of scale and experience were evident for some
of the organizations in the study but not for others.

Growth in the for-profit sector is often motivated by the potential to achieve economies
of scale (the ability to share indirect costs over more products) and/or economies of
experience (the ability to turn out products at a lower unit cost over time thanks to
“smarter” production practices). The ability to realize these economic effects has long
been a critical success factor in manufacturing; and it is becoming increasingly

important for many for-profit service providers as well.

Whether nonprofit organizations have the potential to achieve similar economic gains
without eroding their missions is an unanswered—and hotly debated—question. At the
meeting in New York, this finding generated more discussion than any other, with
compelling arguments offered on both sides of the question. The data from the study
do not resolve the issue. Of the 10 organizations that were able to give us detailed and
consistent cost breakdowns over time, two saw their cost per youth decline between
1999 and 2003; three saw a decline towards the end of the period; and five saw no
general trend downward. (Exhibit 7 shows an example of each of these three

archetypes.)

The interview data and the discussion among the participants at the New York meeting
point to several phenomena that may explain why the majority of these organizations

have not realized significant and consistent economies of scale and/or experience.

e Because several participants were still modifying or adapting their programs,
neither their program costs nor their overhead costs were stable over time.
Organizations such as Communities In Schools of Atlanta, which recently shifted
from operating its own academies to working in the public schools, provided the

most dramatic examples of this kind of programmatic change.
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Exhibit 7: The degree to which the organizations were able to achieve
economies of scale and/or experience varied

Annual total operating cost per youth
(adjusted for inflation, and indexed to 1 in 1998)

Economies ofscale

3.5- and/or experience
| — Emerging
3.01 =" None

= Clear

2.59

2.07

1.57

1.07

0.57

Org C

0-0 T T T T T 1
1998 1999 2000 2001 2002 2003 2004

Note: The above three examples are organizations with only one dedicated program offering; Organizations have been disguised
(data has been indexed to 1in 1998); Metric is total annual operating cost divided by total number of youth served; Data has been
adjusted for inflation; 2004 data was not available for the “Emerging” example.

Source: Data provided by participating organizations

e The need to bring in more professional staff was widespread among the
organizations, increasing their cost base and potentially offsetting any efficiency
gains achieved in other areas. Fulfilment Fund and Larkin Street were among
the organizations that had to bring in more seasoned (and more expensive) staff

than the generalists and volunteers with whom they had begun their operations.

e Many of the organizations chose (implicitly if not explicitly) to increase the quality
of their programs rather than pursue efficiency gains. These changes included
investing in staff training, instituting processes for cross-site communication and
sharing best practices, codifying and rounding out programs to better serve
participants’ needs, and instituting and tracking performance metrics. (Exhibit 8
shows the range of activities organizations in the study took to maintain program

quality while they grew.)
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Exhibit 8: The organizations studied took a variety of actions to
control and/or improve quality while they grew

How important were the following actions to your organization’s
ability to control and/or improve quality during growth

Percent of total survey respondents

100%- 959
89% 89%
801 74%
63%
60+
50%
40+
|:|Very
20 important
O Extremely
important
Investing Tracking Fostering Codifying Adjusting Maintaining
in staff outcome cross-site the the tight
training measures commun- program  program central
ication* model control*

* For multi-site organizations only
Source: Bridgespan growth of youth service organizations survey of organization leaders (September 2004, N=19)

o Extremely high turnover rates and operating inefficiencies could be hard to
eliminate for reasons largely outside the organizations’ control. For example,
Girls Incorporated of Alameda County loses 80 percent of its part-time program
staff every year, because its youthful employees tend to become overwhelmed by
the magnitude of the issues facing their young clients. Jumpstart recruits college
students, paid through work-study and/or AmeriCorps funds, to tutor
disadvantaged pre-school children. From an economic perspective, the value of
recruiting as many tutors as possible from a single university is unarguable. In
practice, politics trumped economics, however, because of AmeriCorps rules
about how many students can participate per campus. (That said, Jumpstart is
one of the organizations that has successfully driven its cost per student down,

by carefully codifying its operating systems and programs.)

It may be the case that in the next five years, more of the organizations in the study will
experience significant reductions in their cost per youth. As we will see hereafter, many

of them were investing significantly to build their capability; these investments—and
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the increased overhead costs they give rise to—could easily have dwarfed any savings
achieved from scale or experience in the short-term. The fact that several
organizations saw accelerating declines in their cost per youth toward the end of the
period under study provides some evidence for this hypothesis.” Nevertheless, given
the other issues highlighted above (i.e., program modifications, turnover, external
forces, the pursuit of quality), continuing to question whether every youth-serving
organization could, or even should, achieve economies of scale or experience effects

comparable to those of corporations appears to be warranted.

Organizational Consequences of Growth

The need to professionalize staff and systems as the organization grew was a
recurring theme in this study. Almost without exception, each participating organization
reached a point where passionate commitment—and sheer will—from the leader and
key staff were no longer sufficient to allow it to continue functioning well. Significant
changes in processes, procedures, and roles were required, not only on the part of the

leader and staff, but also on the part of the board.

Amid all this change, one thing did remain constant, however: the burden of
fundraising borne by the leader. Whatever the capacity of the organization’s

development staff, donors expected to maintain a personal relationship with the leader.

Observation 5: Bringing in a chief operating officer was often essential,
yet just as often proved challenging for the organization’s leader as well
as for the staff.

" There is also an absence of mechanisms in the nonprofit sector that might reinforce the search for
economic efficiencies. For example, the pressure that is routinely brought to bear on for-profit
companies by financial analysts and the capital markets has no analogue in the nonprofit world.
Data are hard to come by and notoriously inexact. Funders have yet to show much interest in
supporting nonprofits’ efforts to scale effective programs rather than innovating and inventing new

ones.
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The organizations in the study commonly found that as they grew, the demands of
daily operations coupled with the need to communicate constantly with the board, the
public, funders, and key partners, overwhelmed the capacity of even the most tireless
leaders. Staff began to observe bottlenecks, with day-to-day operating decisions
getting held up because only the executive director or CEO could make them. Joanna
Lennon, the founder and CEO of The East Bay Conservation Corps, offered an
analogy to plugging holes in a dike with all her fingers and toes, with the rising tide

eventually overwhelming her capacity to hold the water at bay.

Bringing in a chief operating officer or, alternatively, delegating COO-like
responsibilities to a senior staff member, constituted a direct response to the
complexity that comes with growth. (As Exhibit 9 shows, the addition of a COO is a

relatively recent phenomenon for many of these organizations.)

Exhibit 9: Adding chief operating officers is a relatively recent
phenomenon

Percent of total organizations surveyed

20 14
100%- .
~"| One moved on; not
seeking replacement
S0 Never Looking for our
first replacement
Onto our 2nd COO
60
4 Just recentl
40 . still have the
original COO
207 . In the
Well into growth J early years
0 of growth
When did you add a How many different
COO-like position? COOs have you had?

Source: Management interviews of organizations studied

In talking about the contributions of their COOs, many participants in the study noted
the implementation skills they brought with them and their ability to impose order on a
disorderly world. When the pairing worked well, the COO could provide a balance to

the visionary drive of the leader, producing the combination of inspiration and
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implementation that the organization needed to succeed. As J.B. Schramm, founder
and CEO of College Summit, put it, in retrospect he would have “hired his opposite”

three years earlier than he did.

COOs were instrumental in rationalizing programs and thinking about how to get the
most impact from the leanest operations. They also had the energy to devote to critical
internal functions, such as financial management, monitoring performance, and hiring
and training staff, which many stretched-thin leaders had not previously been able to
address. Perhaps the most important function the COO fulfilled, however, was freeing
the leader from daily operations, so that he or she could fulfill the roles which only they
could perform, chief among them fundraising and developing—and maintaining—

strong board and external relationships.

In order to benefit from a COO’s skills, the organization had to get over the hurdles of
finding the right person and integrating the role. Most of the participants agreed that it
was difficult to find the right person for this critical position, and some failed in their
attempts the first time around. Several described the dilemma they faced looking for a
person with the right management and operational skills who could also fit into the
culture. Both Geoff Canada (president and CEO of Harlem Children Zone) and Steve
Mariotti (founder and president of NFTE) expressed regret about overriding initial
concerns that a key manager or COO hire would not be a good cultural fit. NFTE
eventually experienced success with a COO with years of corporate experience and
the right personality for the job; Harlem Children’s Zone, and also YouthBuild USA,
reached inside for the right candidate, and gained the advantage of someone with
deep knowledge of the programs and credibility with other staff. Given the cost of
having a COO fail, which often included losing valued staff, these leaders emphasized
the value of building in backstops and erring on the side of over-communicating when

a new senior manager signs on.

Clarifying the COO role and explicitly dividing responsibilities between the leader and
COO could also be a substantial challenge. Many leaders were not only accustomed to
being enmeshed in the organizations’ daily work but also had strong relationships with
existing staff who were now being asked to report to someone else. Yielding these
roles and relationships tended to be hard for everyone. Asked about the devolution of

decision-making at Harlem Children’s Zone, Canada said simply, “People’s reactions
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were what | thought—they hated it.” The fact that the COQ’s position was often
introduced in concert with new organizational controls, such as measurement metrics
and financial management systems, only increased the likelihood that he or she would

serve as a kind of lightning rod for resistance to change.

The leaders and COOs we met with identified trust, communication, and ground rules
for the roles each would play as critical ingredients for success. As Mia Roberts, COO
of Big Sister Association of Greater Boston, observed, “You must be patient... to build
trust. People want to... know that you are meeting expectations and that you can
deliver and deliver consistently.” In order to allow COOs to “deliver,” however, the
leaders had to invest the COO'’s role with credibility by visibly yielding decision-making
power. “The thing | can’t pay Steve [Mariotti, president and founder] and Mike [Caslin,
executive director and CEO] enough respect for,” said Dave Nelson, NFTE's COO, “is

they said, ‘Dave, here are the keys to the car. Just get us where we need to go safely.

Identifying and agreeing on signs to assess how the transition was going helped
several organizations negotiate it successfully. For example, both Harlem Children’s
Zone and Big Sister Association of Greater Boston tested the waters by using what
their leaders called the “line test”: how many people were lined up in front of the COQO’s
door instead of the leader’s. Cognizant of how important the relationships that pre-
existed her were, Big Sister Association of Greater Boston COO Mia Roberts
commented, “l couldn’t just tell everyone to stop going to Jerry [Martinson]'s [the
executive director’s] office. You have to earn people’s respect. Jerry and | agreed that |
would not interrupt relationships in a hierarchical way... If people started coming to my

door we would know that our job was done.”

Observation 6: The complexity caused by growth gave rise to the need
for formal systems and staff with more specialized skills. These, in turn,
tended to create internal stress as well as a more professional
organization.

To sustain growth, the organizations had to fill a number of management roles besides
the COO. They also had to upgrade their systems as defined not only by the
technology infrastructure but also by operating policies and procedures that would

allow them to work more efficiently and insure them against liabilities (especially in the



..|I|||||I|..
The Bridgespan Group 30

areas of human resources and finance). James Cleveland, COO of Jumpstart, noted
that when he came, “For the most part, Jumpstart had people doing more than they
were capable of. We had to simplify. There were systems that had been in place for
years that were easy to use if you were managing two sites, but impossible if you were

managing eight sites, because you just didn’t have the time.”

The predictability of the specialized knowledge and functional skills a growing
organization requires did not make them a whit less crucial. Consider human
resources. Hiring was a critically important task in these organizations, given that they
were working with youth and were responsible for their safety and well-being. It was
also an ongoing process, so hiring (and training) practices needed to be efficient as
well as effective. Performance reviews, compensation, and promotion policies also
became higher priorities, especially as the organizations increased the number of high-
level positions. All this translated into a list of what Youth In Need’s president and CEO
Jim Braun calls “nuts and bolts” functions, such as an HR database; pay and benefit
consistency; recruiting and hiring; background, credential, and licensing checks; and

exit interviews.

Finance was another “invisible” function the organizations needed to upgrade, by
adding more sophisticated financial managers and management systems. Similarly
with development, adding staff with specialized skills and knowledge was one of the
ways in which the organizations met the challenge of increasing and diversifying their
sources of funding as they grew. Big Sister Association of Greater Boston hired a
development director to rejuvenate board-giving and initiate an individual giving
campaign, for example, while Public Allies hired a government relations person as it

began to rely increasingly on money from AmeriCorps.

Good information technology was a necessary, and often under-funded, complement to
all these functions. It was also essential for monitoring and improving performance.
Public Allies offers an example of how technology, above and beyond the basics, can
advance an organization’s mission. Its system for tracking participants and participant
outcomes has been invaluable in producing transparent data across sites and
efficiently satisfying the data needs of the organization’s management and different

types of funders. This kind of system, considered a luxury by many nonprofits, is
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increasingly a necessity and becoming more affordable for rapidly growing

organizations.

From the perspective of existing staff, the increased professionalism that accompanied
growth could be a plus or a minus. On the one hand, growth could help to curb staff
turnover and develop new leaders. Turnover for several of the organizations was a
constant challenge. Given the intensity of the work and the typically low pay, young
people made attractive hires. The same reasons—coupled with life-stage events and
general mobility—sometimes led to situations in which employees routinely departed

after one or two years.

For many of these organizations, growth created the need for new, more responsible
middle-management jobs. Big Sister Association of Greater Boston described the
process: “We needed to introduce a middle layer, and we also needed to develop
talent. Two of our managers now were internally grown. They started as social workers
six years ago. We developed that talent so they could stay here. We now have an

explicit training program.”

Organizations with a national presence had the added benefit of offering multiple
geographies within which its employees could work. As talented staff progressed, they
could recruit (and groom) new staff to fill more junior positions. Summer Search
focuses on attracting talented young people and giving them leadership opportunities.
Citizen Schools explained that, “It's easy to dissipate the core as you grow, but we
decided to reinvest in [it]. This has allowed us to keep great people and attract great

people.”

On the other hand, these organizational changes could also take a high toll on existing
staff. Some employees were not willing to stay with the organizations as they became
more standardized and structured. Often there was a disconnect between senior
management’s interest in growth and others’ interest in maintaining the current size. As
one founder commented, “though everyone [in the organization] is imbued with the

mission, they are not imbued with the growth plan.”

Change could be especially painful when existing employees did not have the skills
and capabilities required to meet the organization’s evolving needs. Several

participants talked about the difficulty of finding new roles for such individuals and the
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hard task of transitioning out champions who were among the longest serving and
most loyal members of the staff. They also discussed the challenges they had faced in
developing the managerial skills required to guide larger, more complex organizations.
In one instance, the board had provided formal coaching for its executive director as
well as access to an executive education program. In other cases, helpful advice and

informal coaching came from individual board members or trusted consultants.

At times, however, growth ultimately did require the leader to change roles, relinquish
control, or even leave. When the leader was also the founder, this transition could be
especially difficult; but if the organization handled it gracefully it could also set a
powerful example. Linda Mornell, founder of Summer Search, says, “It's one of the
things I'm proudest of as a founder—I've let go.” Jumpstart also had a solid method for
transitioning the founder. According to former Jumpstart board chair Jeff Bradach, “The
thing that's remarkable is that [the founder] genuinely stepped away and created space
for [the new CEOQ]. And [the CEOQ] very smartly would engage [the founder].” However,
other organizations struggled through this transition. One founder commented, “There
are times in the last year when I've asked myself if | should step down.” And though it
is not an easy conversation to have, within many organizations staff spoke about both
their pride in what the founders had created and their worry that these same people

might not be the right ones to manage the organizations in their larger states.

Observation 7: Growth almost always required redefining the role of the
board and its members.

Growth often affected the boards of these organizations as profoundly as it did the
staff. At virtually all of these organizations the board was moving (or had already
moved) away from a hands-on programmatic role to one that emphasized fundraising
and governance. (Exhibit 10 shows the initiatives these leaders expect their boards will

be most engaged with over the next five years.)
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Exhibit 10: Nearly 90 percent of the organizations studied cited
adding board members with access to financial resources as a priority

How important are the following initiatives to you as you look to
develop your board over the next five years?

Percent of total survey respondents

100%
89%
N\
80+
N
o [ 3rd most
60 59% important
53% role
2nd most
40+ important
role
] (o)

20- MW 18% [ Most
important
role

O Increasing Increasing Improving Increasing Increasing Increasing
access to diversity governance strategy the board's program-
financial and skills size matic
resources stewardship knowledge

Source: Bridgespan growth of youth service organizations survey of organization leaders (September 2004, N=18)

At times, these transitions required changes in the board’s membership as well as its
responsibilities. Managing these changes gracefully was challenging (and time-
consuming) for everyone concerned—especially the leader. One of the keys was to be
transparent about the expectations for new members and the value they could bring.
For example, when NFTE founder and president Steve Mariotti looked at the ability of
successful fundraising nonprofits like universities, it became clear to him that capital
was critical to NFTE's plan to reach more students: “During Harvard’s campaign, Neil
Rudenstein raised $2 million per day. Capital per kid is what matters.” Mariotti
envisioned a capital campaign that would allow all the organization’s overhead
expenses to be paid for, so that any additional funding would go directly to program
expenses, and set out to recruit new board members. Mariotti tried a novel approach to
impress upon the prospective board members how much NFTE would value their time
and energy: “| went out to recruit the ‘Seven Samurai’ for our board, and | said to them,

‘We're getting ready for you. We're not ready yet. But we're getting ready, and in a
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year, | will be back.” Mariotti returned over the next several years, all the recruits

accepted, and NFTE’s capital campaign is successfully underway.

Not all of the organizations experienced radical board change. Some boards went
through incremental changes, which included explicit conversations with members
about new and more ambitious fundraising expectations as well as wider roles in fiscal
oversight and periodic strategy reviews. Big Sister Association of Greater Boston, for
example, asked board members to double their financial commitments and give early
in the year to help with financial planning and to inspire others to give. The board,

which supported Big Sister’s goal of reaching more girls, responded affirmatively.

The Steppingstone Foundation and The East Bay Conservation Corps offer examples
of the value that can come from evolving the role of the board. Both organizations
began with boards of friends, people who supported the founders personally, as well as
what they were trying to do. The EBCC board actually underwent two transformations:
first to a group of influential people who lent their names more than their time or
money, and then to a board that was more involved, especially in fundraising. At
Steppingstone, the transition was more subtle. The shift in the role of the board was
due to a new chair, the first board member whose introduction to the organization was
not as a friend or acquaintance of founder Michael Danziger, but via his own passion
for the issues Steppingstone addresses. As a result, the board has begun to impose
more discipline on itself, creating more task-specific committees and roles, and to
demand more accountability from Steppingstone as well. Both founders, Joanna
Lennon and Michael Danziger, agree that the additional discipline has been positive for

their organizations, and a welcome balance to their own passions and opinions.

The Chutes and Ladders of Growth

Our last observations focus on several factors that appear to have aided or impeded
growth. The three that came up most often in the interviews were the influence of
foundations, the importance of performance measurement, and the scarcity of funds

for investments in infrastructure.
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Observation 8: Foundation funds could propel growth, but they were
unlikely to sustain it.

Foundations played a variety of roles in the growth of the organizations in this study.
(Exhibit 11 shows the kinds of assistance leaders of organizations that receive
foundation support found most helpful.) The most common, and most important, roles
were propelling early growth and providing general operating support. Citizen Schools,
College Summit, Earth Force, and Public Allies relied heavily (if not exclusively) on
foundations for their initial growth. The EBCC, Harlem Children’s Zone, and YouthBuild

USA received foundation funds at critical junctures in their organizational lives.

In a 2003 study of the funding mix of 40 youth-serving organizations, Bridgespan found
that foundation funding, on average, fell from roughly 40 percent of total revenue, when
a youth-serving organization was under $1 million in size, to less than 20 percent,
when it was in the $3-to-10-million range. (See Exhibit 12.) While the organizations in
the study conformed to this general pattern (see Exhibit 13), several (including College
Summit, Posse, Citizen Schools, NFTE, and Harlem Children’s Zone) received a
significantly higher proportion of overall funding from foundations than is customary for
organizations of comparable size. For example, Citizen Schools, which has an overall
budget of just under $7 million, receives more than 50 percent of its funding from
foundations, while roughly one-third of NFTE’s nearly $9 million comes from foundation

funders.
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Exhibit 11: The organizations that relied at least in part on foundation
support identified several helpful roles foundations played

What were the three most important roles foundations have
played for your organization?

Percent of total survey respondents

80%1

[ 3rd most

\ N important
42% role
40 N \

2nd most
important
role

20 16%

[] Most
important
role

Providing Propelling Sustaining Offering Connecting Providing

general early growth strategic You to other reputational

operating growth advice resources benefits/

support (money, credibility
people, info)

%

Source: Bridgespan growth of youth service organizations survey of organization leaders (September 2004, N=19)

Exhibit 12: In a 2003 study, Bridgespan mapped the average funding
mix of youth-serving organizations by organization size

Percent of total operating revenue, by source (2003)
- average for all organizations in each size bucket
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Number of
organizations
studied 6 9 7 7 7 4

Source: 2003 Bridgespan study of 40 youth service organizations, using NCCS 990 data, organization annual reports,
and organization interviews
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Exhibit 13: Several of the organizations studied relied on foundation
funding more heavily than is customary for organizations of
comparable size

Percent of total operating revenue, by source (2003)

|$7.3M

s = =
s x o R
g 5% 9§ gi
100%1 sl
80- 1
60-
E Non-
.IN H
40 % government
§ N H Other
0- N Individual
O Corporate
Foundation
oALL O Government
S & F& S
(é‘,«’i&o S & &
X >
‘b@‘? < O %900 Y.Aq\

Note: “Non-government” is only used in instances where the organization could not split its non-government funding between foundation,
corporate and individual; “Avg.” does not contain data from organizations where non-government revenue could not be split out.
Source: Data provided by participating organizations

Crucial as this support was, the leaders of these organizations also recognized the
importance of building a more diverse revenue base. Citizen Schools’ president and
co-founder Eric Schwarz has been working for several years to identify new supporters
who can help cover the added costs of new sites. “For individuals you have to invest in
the cultivation of people. Building a strong board and staff is key to raising more money
from individuals. For the public sector, you need a talented person who can write great
grants and do great research. You also need someone who can network. In the
corporate world, a different type of networking is important. Conferences help build
respect. There is no silver bullet. We aim to build a range of revenue flows, each of

which covers 10 percent to 15 percent of the budget.”

Schwarz was not alone in targeting individual donors as a potential source of increased
funding. Every organization in the study expects to increase the percentage of its
revenue coming from individuals over the next five years. (See Exhibit 14.) One of the
primary reasons cited for this emphasis is the data that suggest a massive transfer of

wealth to the sector in the future. Among the steps these organizations are taking to try
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to tap this pool are increased hiring of development staff and recruiting heavy hitters

onto their boards. How successful these efforts will be remains to be seen.

Exhibit 14: Nearly all of the organizations studied are banking on
increasing funding from individuals

Compared to today, how do you expectyour reliance on the
following funding sources to change in the next five years?

Percent of total survey respondents

100%17 959%
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Note: Funding mix changes calibrated according to change in share of the organization’s total funding; “substantially more” indicated a 10
point plus increase; “somewhat more” a 5-10 point increase.
Source: Bridgespan growth of youth service organizatiors survey of organization leaders (September 2004, N=19)

Observation 9: These organizations believe codification was essential in
enabling them to expand without sacrificing quality.

Study participants struggled with questions about how much variation and program
experimentation was healthy and at what point it impinged on the results they were
trying to achieve. Ultimately, however, all of the organizations found that in order to
expand successfully, they needed some degree of program codification. A number of
factors drove in the direction of codification. One was the desire to ensure that the
organization continued to have the same impact on all its participants. Another was a
sense of responsibility to colleagues, to share wisdom gained from experience.
Dorothy Stoneman, YouthBuild USA founder and president, pointed out that, “It doesn’t

work to just throw an idea at local organizations. We know so much about how to do it;
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our role is to tell them what we know to date about how to implement it effectively.

Then they can build on what we've learned and do it even better.”

For some organizations, like Posse, which aims to change diversity and leadership on
college campuses, altering the way that the world around them thinks or operates is
core to their mission. As a result, fostering a consistent culture in new locations is as
important to the success of their programs as codifying the procedures that make
these programs work. Posse focused on documentation from the outset, creating its
first program manual to codify the work of the original New York site before the second
site even opened. Equally important, it developed extensive training and acculturation
processes, and stipulated elements (such as the appearance of the site) to reinforce

the culture and common values.

The appropriate degree of codification and adherence to specific processes for an
organization depended on its objectives. For example, Communities In Schools of
Atlanta’s priority is using community resources to improve students’ lives. Therefore,
they were more concerned with specifying the outcomes of their program than with
specifying the program strategies per se, which had to be able to accommodate each
school’'s needs, students, and community dynamics. As executive director Patty Pflum
observed, “There is no single manual for going into communities and helping them
improve their schools. The key is to find out where the obstacles are and where the
resources are.” The balance to this flexibility is provided by the field supervisors, who
ensure that every school has a site plan (developed by the program person with the

school’s principal) with clearly identified benchmarks.

Whatever the form codification took, it represented a significant investment of time and
energy on the part of the organization. Further, it was not something that could be done
once, put on a shelf, and then simply taken down from time to time. If manuals or
processes were to be effective, they had to be revisited in light of local conditions and
innovations in the field. For example, Posse hired two people to write its original

program manual and is in the process of revising it today.

The process of codification went hand-in-hand with evaluation. Ensuring that a
program is making a difference to its participants was the most compelling reason to

measure outcomes. But measurement filled other functions as well, including
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establishing credibility with funders and allowing the organization to monitor outcomes

and therefore establish arms-length accountability.

Observation 10: The later an organization made performance
measurement part of its culture, the more disruptive the process was.

All the organizations were collecting some sort of performance data. However, the
sophistication of the data and the degree to which the use of data had been
internalized and incorporated into decision-making varied considerably. For example,
the level of confidence among the participants that they had reliable data about their
organizations’ financial performance was high. But only half as many participants were
equally confident they had the data they needed to know whether their programs were

achieving the desired outcomes. (See Exhibit 15.)

Exhibit 15: Surveyed leaders tended to be less satisfied with their
program outcome data than with financial performance data

Please indicate how well each of the following statements describes your
organization’s performance measurement efforts today.

Percent of total survey respondents

100%b+
[0)
80- 79%
60- Describes
very well
42%
401
20- Describes
completely
We have reliable data We have the data we
on financial performance need to understand

our program's outcomes

Source: Bridgespan growth of youth service organizations survey of organization leaders (September 2004, N=19)

The influence of funders in getting people focused on performance measurement was

unmistakable. Even if it is not yet true that, as one leader stated, “Every funder is
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looking for evaluations and outcomes,” the perception that this is the case was widely
shared. As Michael Danziger, president and founder of The Steppingstone Foundation,
commented, the “anecdotal stuff” is not compelling. Jerry Martinson, the executive
director of Big Sister Association of Greater Boston, reported that, “Every funder is
looking for evaluations and outcomes... People want to know what difference did [a
program] make, what impact did it have? To be able to take a proven validation, [to
show] that it works is extremely useful... It shapes how we do business and it shapes
how we talk to people.” These examples could be repeated for almost every one of the

organizations.

The organizations in this study appear, on balance, to have established a higher level
of proof of outcomes than the average. David Hunter of the Edna McConnell Clark
Foundation has developed a continuum that can be used to assess the level of
evidence an organization has for the effectiveness of its program or programs:
apparent effectiveness, demonstrated effectiveness, and proven effectiveness. (See
Exhibit 16.) Hunter reports that “most youth development service providers offer
programs that fall somewhere in the range of ‘apparent effectiveness.”® Of the 20
organizations in the study, 13 report practices that would put them at the high end of
apparent effectiveness, six can be categorized under demonstrated effectiveness, and

one has met the lower end of the proven effectiveness criteria.

Several of the leaders expressed regret that they had not begun collecting and
aggregating performance data earlier in their organizations’ existence. One, looking
back, offered the following advice: “Set your priorities and start accumulating data for
your outcomes.” At the same time, the most valuable aspect of collecting performance
data for this leader (as for others) was the insight it provided for the organization. “The
true value of who we are really started [to become apparent] when we could track who

the kids are and where they were going.”

8 Edna McConnell Clark Foundation, Guide to Assessing Youth Development Program Quality and

Effectiveness.
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Exhibit 16: Continuum of program effectiveness

Increasing level of proof

information is tested
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programs, to
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generalization
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Source: “Guide to Assessing Youth Development Program Quality and Effectiveness,” The Edna McConnell Clark Foundation, 2004

As this comment indicates, the value of collecting and monitoring performance data

sooner rather than later in an organization’s life went well beyond having the capacity
to respond to funders’ requests. A number of organizations, including Earth Force,
Jumpstart, and The Steppingstone Foundation, introduced performance measurement
so early that it seemed to be part of their DNA. As a result, they not only had measures
“before anyone else was asking for them,” in the words of Steppingstone’s Danziger,
but also seemed to have an easier time integrating data into their decision-making as

the organization grew.

When Jumpstart began implementing a new regional management structure, for
example, program directors caught on remarkably quickly to the idea that, in Rob
Waldron’s words, “You can’'t manage remotely unless you have information in front of
you, and using indicators to really drive decisions [is] key to your success.” Jumpstart's
leadership also realized that the risk of moving to a less tightly controlled—and faster-
growing—network wasn’t going to be an issue when they saw performance data

indicating that affiliates were out-performing company-owned sites.
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In contrast, organizations that came late to performance measurement tended to find it
organizationally taxing and at times divisive. Even when management had internalized
the value of the new practices, program staff tended to be skeptical, viewing them as
bureaucratic at best and antithetical to delivering quality services at worst. As one
leader told us, “These people are all passionate about the growth of the kids, and so
they picture their work as one kid at a time... [Tracking outcomes is hard] because our
staff really feels this as a pull away from the work that they do... They feel like it's
different from serving the kids.” These comments were echoed by another leader, who
was also in the process of instituting performance measures: “Funders as well as the
people we are serving are demanding to see the outcomes of our service. Not
everyone who works here feels the same way about this. Shifting the mindset of

people has not been easy.”

Introducing data collection and performance evaluation into an organization that has
operated without them requires significant investment, not just of money, but also of
management time. As Harlem Children’s Zone's Geoffrey Canada noted, “If you're
going to live with metrics... to get to that place takes time, much longer than we ever
thought... | honestly had no idea.” Building internal evaluation capacity by working with
program staff and aligning it with their needs was one successful approach. For
example, Earth Force has a full-time director of education who works with the sites and
their external evaluator, Brandeis University, in addition to his responsibilities for
training and program design. YouthBuild USA has a staff member dedicated to data
collection who is as much an advocate for the value of data and coach to the many

field sites as she is an analyst.

Nancy Wachs, the executive director of After School Matters, is very clear that the
young organization she leads needs “more proof and fewer anecdotes.” To address
this need, in 2003 she brought on a director of research and evaluation whose first
project was to rebuild the organization’s existing database, so that they could track the
kids from semester-to-semester. Now they are engaged in a strategic planning process
to determine the outcomes data ASM will need to prove their model. Wachs realizes
that they also need “a longitudinal study with control groups, to figure out what
happens to kids after the program.” But she estimates that such a study would cost
more than $1 million, and knows that “people on our board are shocked by how much

it would cost.”
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As Wachs'’s comments indicate, finding the money to support formal evaluations was a
challenge. Canada framed the dilemma succinctly: “If you don’t have the evaluation
you can’t get the big money, but if you don’t have any big money you can't do the
evaluation.” Of the organizations whose programs have been formally evaluated, only

two paid for the evaluations themselves, while the rest relied on foundations or

government agencies (see Exhibit 17).

Exhibit 17: Formal evaluations, when they occurred, were most often

funded with foundation money

Percent of total survey respondents rFoundation
and government
100%- 19 . 16
eneral
No operating support
801
Government
601
40- Yes
Foundation
201
0
Have you had a If so, how

formal evaluation
of your programs?

Source: Bridgespan growth of youth service organizations survey of organization leaders (September 2004, N=19)

was it funded?
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Observation 11: Funds for building infrastructure consistently lagged the
need for them.

Without exception, the organizations we interviewed credited much of their success in
sustaining growth to the addition of key positions (and the remarkable people who filled
them) as well as to the introduction of critical systems for managing functions such as
finance, development, human resources, and information technology. As the former
COO of The East Bay Conservation Corps, Janice Jensen, commented, “You add the
non-program people last, out of necessity. But in order to have strong programs, you
eventually need strong infrastructure. Not bloated, but strong.” Funds to build this
infrastructure consistently lagged the need for them, however. Vince Meldrum, the
president of Earth Force, reflected the experience of his peers, when he pointed out
that “general operating, accounting, and administration—in other words, all the

infrastructure—is the hardest thing to get funding for.”

The data summarized in Exhibit 18 show how the absence of funds for infrastructure
investments adversely affected key management functions. But the strains and
stresses this data represent cannot be conveyed by numbers alone. Consider the
experience of Communities In Schools of Atlanta, which added 21 new people to its
existing 14-member program staff when it took on Project GRAD in 2000, without a
commensurate expansion of the management team. Four years later, training, systems
and policies for integrating new staff had yet to be fully developed and codified. Almost
60 percent of the staff had two years or less of experience with the organization.
Similarly, according to Dawn Hutchison, vice president of marketing and development
for Public Allies, growth often felt “like building a house before building the foundation.
Growth was driven by demand and when funding was available for growth. However,
you need to balance the drive for growth with the capacity needed to support new sites
effectively. Now that we are twelve years old, we are just coming into adolescence as

an organization with the necessary management and support systems.”
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Exhibit 18: Lags in infrastructure investments resulted in
organizational needs going unmet

Please indicate how well the statement, “this function was
sufficient to meet our needs,” describes your organization’s
infrastructure during its most rapid growth.

Average rating
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3 -
2.6 25
2.1 21

2 -
Does not
describe

at all Finance Development HR function IT function Marketing
function function (including function
training)

Source: Bridgespan growth of youth service organizations survey of organization leaders (September 2004, N=19)

Organizations in the study coped with the scarcity of infrastructure funding in two
primary ways. Those that relied heavily on government grants, which include an
allowance for indirect costs, typically took a “build-as-you-go” approach. While such
allowances seldom covered all the people and systems an organization needed, they
did allow for relatively steady, incremental growth. Youth In Need, for example, did not
begin to add essential administrative roles until 1998, when the organization began to
participate in Head Start. President and CEO Jim Braun who was accustomed to being
“the CFO, the HR director, calling the shots on when to get an attorney, [writing] all the
funding reports, [and doing] all the donor development,” began by hiring a senior vice
president of finance. He was joined in subsequent years by a human-resources staff
person and a chief development officer; although even then, Braun recalled, “I wanted

the donor development person for years before | was able to get it.”

For most organizations, building infrastructure was a never-ending process of catch-
up. And more than half had to put growth on hold so that they could put essential
personnel and systems in place. (Exhibit 19 shows the number of times organizations

in the study had to take a break from growth to ensure the quality of their programs.)
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Exhibit 19: More than half of the organizations studied felt compelled
to take a break from growth along the way to ensure program quality

How many times did your organization have to slow or stop
growth for the purpose of ensuring program quality?

Percent of total survey respondents

19
100% Three+
“We did actually slow down this year ... we have
Two to make sure that we are delivering high-

80 quality programs.”
Executive Director Nancy Wachs,
After School Matters

60 One

“We [needed] to build the organization before |
could go out and sell anything... house-cleaning
and board-building and fundraising were

40+ necessary... before we could expand.”

President and CEO Patricia Shannon,

Boys & Girls Clubs of Greater Washington

20 None

Number of breaks

* For multi-site organizations only
Source: Bridgespan growth of youth service organizations survey of organization leaders (September 2004, N=19)

Pat Shannon’s experience at Boys & Girls Club of Greater Washington gives a taste of
what that experience could be like. When Shannon joined the organization in 1995 as
president and CEO, the board mandated growth in four geographic areas where there
was a pressing need for services. But Shannon felt strongly that growth had to be put
on hold in order to address issues that ranged from cash flow and fundraising to risk
management, the need for key program and management hires, and—most
importantly—the quality and consistency of the clubs. The organization paused and
shored up its finances, procedures, systems, programs, facilities, and staff, and “now
has a number of people in the right positions doing the right things at the right time.”
Nevertheless, it is once again in need of “more sophisticated resources at the
management level,” following a merger that increased the number of children served

from 15,000 to over 35,000 annually.

The benefits of being able to add management capacity before its absence creates a
crisis are evident in the recent experience of Harlem Children’s Zone. Due in large part
to funding from the Edna McConnell Clark Foundation, HCZ was able to fill some

critical leadership roles in anticipation of the needs they saw close on the horizon. The
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HCZ story illustrates the value of hiring ahead of the need. According to president and
CEO Geoff Canada, “We were able to then grow with all the systems and stuff in place
and people chomping at the bit. It kept us ahead of the curve.” The pace of their

subsequent growth testifies to the value such an approach can have.

Concluding Thoughts

Growth is a roller coaster for every organization, whatever its tax status. But the ride
can be especially tumultuous for leaders of nonprofits because, unlike in the for-profit
sector, growth is seldom rewarded by greater ease in attracting new resources. As one
of the participants in our growth study remarked, only partly in jest, “Why would you

grow in an environment that just creates more risks as you grow?”

Against this backdrop, it is especially heartening to find organizations, including those
that participated in this study, that have successfully navigated the “chutes and
ladders” of growth. Their achievements are noteworthy, and their collective
experiences offer a powerful body of knowledge for the leaders of other nonprofits that
may be contemplating growth as well as for those organizations, like the Edna
McConnell Clark Foundation and the Bridgespan Group, that support such efforts. At
the same time, these success stories—even more than any examination of
organizations that have not survived—drive home the need for significant changes in
the ways in which growth takes place in the nonprofit sector and the potential that

could be unlocked by making changes.

We undertook this study with relatively modest hopes: we wanted to develop a rich set
of data to help us better understand the growth experiences of a select group of youth-
serving nonprofits. On this dimension, we believe the value of the study speaks for
itself. Together, this white paper and the 20 individual case studies that lie behind it
provide an extensive look at the experience and effects of growth on such

organizations.

At the same time, we are well aware that this work is only the first step toward a more
comprehensive understanding of growth. So at this point, rather than summarize what

has already been said in the preceding pages, we would like to close with some
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guestions and observations that might help to inform the efforts of others going
forward. In so doing, we have drawn on both the contents of the study and the
experiences of our two organizations in helping nonprofit organizations expand the

reach of their services.

Which organizations are candidates for growth?

An obvious but useful reminder is that growth is not for every organization. Often small
is beautiful, and there are many good programs whose virtue lies precisely in their
being small. Further, there are many organizations that want to grow but are not yet
ready to do so. At a minimum, premature growth can lead to limited resources being
expended for naught; at the extreme, it can put the entire organization’s existence on

the line.

For these reasons, we believe it is crucial for all parties involved in the decision to grow
a nonprofit to have a clear-eyed view on whether the staff and board of the
organization are both willing and able to take on the challenges growth will bring.
Force-feeding growth to an organization unprepared for it—or resistant to it—is a
mistake from every perspective. This makes it especially important that we continue to
advance our understanding of the factors that need to be in place before significant
growth occurs. In our minds, one of the most critical unanswered questions is: what
level of evidence of programmatic success a nonprofit ought to be able to demonstrate
to justify investing in its growth? Similarly, how much organizational capacity (in the
form of management skills, internal systems, and leadership and governance
structures) is required to undertake growth, and what can be added along the way or

after the fact?

How can funders trying to support growing organizations be most
helpful?

Definitive answers to this question would be premature given the limits of our
experience and research to date. However, the study does suggest a few possibilities

that might be useful for funders interested in supporting growing organizations.
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We begin, not surprisingly, with the proposition that planning matters. Supporting the
development of a thoughtful growth plan can help an organization’s leaders clarify its
strategic objectives and direction, and make it easier for them to differentiate
opportunities worth pursuing from those more likely to threaten the mission. The
planning process can also help bring an organization’s board and staff into alignment
and foster strategic thinking among a larger set of its management team. Such
perspective is especially useful to funders, as well, when they choose to place
relatively big bets on a small number of grantees, as the Edna McConnell Clark
Foundation has done. Both of our organizations have pursued planning activities with

nonprofit organizations to good effect.

Second, providing sufficient funds to either bolster or put in place missing, but
essential, functions or capacities is not just helpful but critical for improving the
chances of success. Whereas it was comparatively easy for the organizations studied
to find funds for new programs, all of them struggled to obtain support for
infrastructure—the people and systems that would enable them to deliver those
programs effectively. The success of Harlem Children’s Zone, for example, suggests
the value that can be created by helping nonprofits to build capabilities before their
absence throws the organization into crisis. Providing such funding in a sufficient
amount, either as unrestricted general operating support or flexible multi-year
commitments, gives an organization’s leadership a running start and increases the

likelihood that their efforts will be successful.

Pooling capital with other funders and encouraging joint reporting is another potential
way to improve support. Responding to multiple funders’ requests for information and
satisfying their specific needs can distract organizations from their core objectives and
impose a heavy burden on management’s time. Similarly, by cooperating to support a
single growth plan, individual funders could help organizations avoid these additional
hurdles and extra work that diverts them from delivering quality services to more young

people in need.

Last but not least, there is ample room for funders to support youth-serving
organizations with resources other than money, for example: coaching and mentoring
executive directors and other managers so they can better deal with the stresses and

challenges that accompany growth; aiding organizations with board development and
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strategy; helping with the creation of measurement systems and program codification;
and providing other forms of capital, such as loans and program-related investments.
There is also real potential for funders to make a difference by helping to
professionalize the field of youth-service management, which lacks many of the
support systems of other professions (such as teaching, firefighting, and medicine) that
society finds essential. Such efforts could include creating and sustaining educational
and training programs, professional associations, and periodicals as well as providing

help from search experts, technology specialists, and other professionals.

How can the flow of funds to proven programs be increased?

Growth increases an organization’s need for funds, but it rarely opens new doors for
obtaining them. Unlike in the for-profit sector, growth in the nonprofit sector is seldom
rewarded by greater ease in attracting new money. In fact, an established track record
and proven results can be serious impediments to raising funds, because
philanthropists tend to gravitate to what's new and different rather than what'’s tried and

true.

Supporting new ideas, institutions, and social movements has been—and continues to
be—an essential part of philanthropy’s purpose. However, an equally compelling case
can be made for greater philanthropic support for programs and organizations that
have demonstrated their ability to deliver results for participants. In principle, one might
argue that investing in well-established organizations and existing service models
could slow the development of new ideas. In reality, both current grant-making
practices and the experience of the organizations in the study lead us to believe that

the pendulum has swung too far toward novelty.

From our perspective, there is an urgent—and growing—need to find ways to help
established organizations expand their programs so they can have a far greater impact
on society’s challenges. With budgetary pressures on state and federal government
spending intensifying, it is increasingly hard to see where the funds to expand effective
social-service programs will come from. But that said, government remains the
dominant source of funding for programs affecting the lives of youth. We must find

ways to ensure that government funding is better aimed at supporting programs with
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demonstrated effectiveness and to increase the odds that the organizations that deliver

those programs are able to attract the support they need to scale up.

For the Edna McConnell Clark Foundation and a number of other funders, the most
logical response to the current youth-services landscape has been to focus on larger,
longer-term investments in proven programs. Given the depth and breadth of the
problems so many of our society’s young people are facing, investing in organizations
that have demonstrated results, rather than engaging in serial innovation in hopes of
finding some untried silver bullet, makes enormous sense. Maintaining a robust civil
society does not have to preclude building organizations that can provide kids with
services that will help them change their lives. We hope that by conveying the lessons
from these studies of growth in action, this paper will help to inform the choices made
by other organizations and funders in ways that increase our collective ability to serve

youth in need.
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