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EXECUTIVE SUMMARY

Foundations are unique in our society. While other
organizations face competitive dynamics or fundrais-
ing imperatives, endowed, private foundations feel no

such pressures.

To many in the foundation world, this freedom is
foundations’ greatest strength, allowing them to
tackle social issues other societal actors — such as
business and government — will not. To critics, it is
their greatest weakness because there are few checks
on the decision making of foundation leaders and
no forces compelling foundations to be effective

and strategic.

Given foundations’ unique situation, what drives their
decision making? To what extent are foundation CEOs’

and program officers’ decisions guided by strategies?

The Center for Effective Philanthropy (CEP) has
sought to learn how foundation CEOs and program
officers view strategy: Do they believe it is important
for foundations? Are they guided by strategies when
making decisions about using their financial and
nonfinancial resources to achieve goals? If not

strategy, what does guide their decisions?

We invited CEOs of 50 randomly selected private
foundations among the largest 450 in the United
States to participate in our study. Twenty-one chose
to participate and allowed us to interview them and
a program officer at their foundations, yielding a
sample of 42 respondents. Both CEOs and program
officers were queried about goals, decision making,
development of strategy, internal consistency,

and assessment. We then systematically analyzed

their responses.
+ We learned that even though most of the CEOs

and program officers interviewed believe

that having and using a strategy increases a
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foundation’s ability to create impact, many do
not use strategy in their own work. We asked
respondents to describe the frameworks they use
to guide their decisions. While some decision-
making frameworks met our basic definition of

strategy, a majority did not.

When determining whether respondents used strategy
to guide programmatic decision making, CEP applied
the following definition of a strategy:

A framework for decision making that is l)focused on
the external context in which the foundation works and
2) includes a hypothesized causal connection between
use of foundation resources and goal achievement.

Our analysis uncovered four categories of decision

makers that range from nonstrategic to strategic:

"4 s\
Charitable Bankers do not use strategy. They mention
their external context only when citing their goals,
not when describing how they will achieve those
goals. They describe decision making solely in terms
of processes for reviewing, making, or denying

individual grant requests.

O

Perpetual Adjusters use strategy very infrequently. Most
decision—making frameworks they describe are not
strategies. They frequently mention processes they
use to review or revise goals and decision making.
They typically note many options for focus, decision

making, activities, and processes.



Partial Strategists use at least one strategy to guide their
decisions, yet for many of their other decision-making

frameworks, they do not articulate hypothesized causal

connections between use of foundation resources and

)~

Total Strategists are highly strategic. They use externally

goal achievement.

focused frameworks for decision making that have a
hypothesized causal connection between foundation

resource use and goal achievement.

CEOs and program officers from the same
foundation frequently do not fall into the same
category because they describe approaches to decision
making that are different. About half, however, did
land in the same decision-making category as their
foundation counterpart. Overall, neither CEOs nor
program officers tend to articulate a more strategic

decision—making approach.

Our findings suggest a fundamental
disconnect between what foundation
CEOs and program officers believe
about the importance of strategy and
their use of it in their daily work.

KEeEy FINDINGS

« All respondents talked about their goals
primarily in terms of creating external

social impact.

- Respondents believe that strategy provides
significant benefits to private foundations,
and they overwhelmingly describe the use of

strategy in positive terms.

+ Although respondents acknowledge — and
often extol — the advantages of having a strat-
egy, the majority of frameworks they describe

do not meet our basic definition of a strategy.

+ Four distinct categories of decision makers
emerged from our analysis of individual
respondents’ descriptions of their decision-

making frameworks.

- Respondents from the same foundation
frequently fall into different decision-making

categories.

Our findings suggest a fundamental disconnect
between what foundation CEOs and program officers
believe about the importance of strategy and their use
of it in their daily work. To the extent that those we
interviewed are correct that strategies are important
for maximizing impact, this finding suggests that
foundations are not reaching their full potential.
This gap between what CEOs and program officers
say they believe and what they actually do poses an
important challenge for foundation leaders.

Although this study focuses on respondents from
large, private foundations, we hope that the findings
will provoke reflection and discussion among leaders
of small, community, and corporate foundations as
well. In future phases of our work, we hope to deepen
and broaden the analyses we have conducted on private
foundations and to expand our work to study commu-

nity and corporate foundations explicitly.
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INTRODUCTION

Corporate CEOs, electoral candidates, and sports
coaches use strategy to create shareholder value,
prevail in elections, and win championships. In fact,
strategy is widely seen to be an integral part of any
team achieving its goals — whether that achievement
happens at the stock exchange, in the voting booth, or
on the playing field. Should foundations — working to
achieve important goals related to the improvement of

our society — be any different?

Many leading corporate strategists argue that develop-
ing a strategy based on “unique positioning” within
the external environment is crucial to success in a
competitive environment.! But, though many have
tried to import corporate concepts into the nonprofit
sector, the story is somewhat different there — because
the concepts of competition and “unique positioning”
are often less relevant. The goal, instead of profit,

is achievement of positive social impact, which may

require collaboration as much as competition.

Still, the need to meet payroll and pay rent, for exam-
ple, exposes nonprofit organizations to some aspects of
competition. As a result, the concepts that dominate
corporate strategy — responsiveness to the changing

external environment, unique positioning, and the

appropriate alignment of internal resources — can also
help nonprofits succeed in generating contributed and

earned revenue and in attracting volunteers.?

Endowed private foundations are a different breed
entirely. They do not face resource-generation
concerns or competition, and so there is no external
imperative that compeis the development or modifi-
cation of a strategy. The freedom these foundations
enjoy is arguably their greatest strength because it
allows them to take on issues that other societal actors
cannot, or will not, address. Foundations that meet
minimum payout and other basic regulatory require-
ments can exist in perpetuity regardless of their
sensitivity to any pressures. No other organizations in

our society enjoy this freedom.

““Doing strategy,’ then, is difficult for most
foundations,” writes Duke University Professor Joel
Fleishman. “As a result, some resist investing the hard
work required in strategy. Others, while paying lip
service to the value of strategy, lack the skills

and philosophical orientation needed to carry it

out effectively. In the end, does it really matter?

Why is strategy so important for foundations in the
first place?”

1 Michael Porter has written extensively about strategy and “unique positioning.” The Harvard Business Review article, “What
Is Strategy?” (November 1996), is one of many. Henry Mintzberg defines strategy as “a pattern in a stream of decisions.”
He has written extensively on the role that decision-making patterns have played in the formation of strategy in various
types of organizations. One example is Mintzberg and James A. Waters’s article, “Of Strategies, Deliberate and Emergent,”
Strategic Management Journal. Vol. 6 (1985): 257-272. Robert Kaplan and David Norton also write extensively about
strategy. See Robert S. Kaplan and David P. Norton’s article, “Measuring the Strategic Readiness of Intangible Assets,”

Harvard Business Review, February (2004): 55.

2 Mark Moore argues that, unlike corporations that focus solely on the best strategy to generate profit, nonprofit strategy
must account for the interplay (and potential tension) between the creation of social value, the development and
maintenance of legitimacy and support, and the resource generation necessary to sustain the operational capacity to
deliver that value. Mark Moore, “Managing for Value: Organizational Strategy in For-Profit, Nonprofit, and Governmental
Organizations.” Nonprofit and Voluntary Sector Quarterly, Vol. 29, no. 1, Supplement (2000): 183.

w

Books (2007): 62.
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Why indeed. Fleishman suggests that strategy is
essential to the achievement of positive social impact
— impact that foundations themselves almost always
articulate in terms of external goals. Eliminating
childhood obesity, improving the quality of life within
a local community, and promoting global security

and sustainability are a few such examples. Founda-
tion grantees, trustees, and staff tend to agree with
Fleishman that foundations, like other kinds of orga-

nizations, need clear strategies to achieve these goals.

Data from the Center for Effective Philanthropy’s
(CEP’s) grantee surveys indicate that grantees
perceive foundations that communicate their goals
and strategies clearly and consistently to have a greater
impact.4r Such clarity enables grantees to understand
how their activities mesh with the foundation’s goals.
As one grantee writes, “The foundation’s clarity of
focus is consistent with our values and mission and
has been a significant support as our organization
has worked to stay true to its mission.” When a
foundation’s objectives are unclear, it poses problems
for grantees. According to another grantee, “It is
difficult to understand whether the foundation has
clear priorities, or what the foundation looks at and
thinks about when evaluating a proposal. Maybe this
is a conscious choice by the foundation, but it does

raise some questions for us.”

Foundation board members also value strategy. A CEP
survey of trustees of 53 large private and commu-

nity foundations reveals that trustees perceive their
board to be more effective if the foundation has both
a strategic plan that they influence in a meaningful
way and clear, quantitative indicators against which
progress is tracked.® Trustees are hungry for better
data to assess foundation strategy: The area of greatest
dissatisfaction among foundation board members is

the lack of information to assess strategy. “The board

The area of greatest dissatisfaction
among foundation board members is the

lack of information to assess strategy.

would probably benefit from a clearer picture of the
foundation’s strategies in some areas. Also helpful
might be a bit more pointed focus on success mea-
surements,” writes one trustee. “We need to develop
the key benchmarks that will help us to measure our

progress and refine strategy,” writes another.

Results from CEP’s survey of foundation staff indicate
that foundation staff members have more positive
perceptions of their work environment (including
job satisfaction) and foundation dynamics when they
believe that they are working toward the same goals as
their CEO and board — so a clear strategy is impor-
tant to them as well. “We have a very specific strategy
and thus our grantmaking is targeted and efficient,
allowing the grants to make very specific gains in our
area of interest,” writes one foundation staff member
who responded to a CEP survey. “The strength of a
program or foundation’s strategy is the main charac-
teristic that distinguishes charity from philanthropy

and is what makes our philanthropy so effective.”

INITIAL RESEARCH:
WHY Focus oON STRATEGY?

Strategy, then, is widely seen to be necessary for
foundations to maximize their impact. We at CEP
also have argued consistently that good strategies are

essential to foundation effectiveness.

4 Listening to Grantees: What Nonprofits Value in Their Foundation Funders. The Center for Effective Philanthropy (2004).

5 Beyond Compliance: The Trustee Viewpoint on Effective Foundation Governance. The Center for Effective Philanthropy (2005).

THE CENTER FOR EFFECTIVE PHILANTHROPY

5



6

Our 2002 report, Indicators of Effectiveness, proposed

a framework for assessing overall foundation
performance.® This framework suggests that measuring
progress in three key areas — managing operations,
optimizing governance, and setting the agenda
through strategy — is essential to understanding
whether a foundation is creating the maximum social

impact relative to the resources it invests.

Since completing that early study, CEP has focused on
developing indicators to inform the questions laid out
in this performance assessment framework. Some of
the toughest-to-answer questions in that framework
relate to strategy — such as whether clear goals and a

set of activities to achieve those goals are in place.

This research is a logical next step in our effort to
answer those questions. We have not set out here

to prove that using strategy creates more impact than
not using strategy, but rather to understand better
how foundation CEOs and program officers view
strategy. Do they see strategy as important? Do they
believe that having a strategy will enhance their
ability to achieve impact? If so, do they develop and
use strategy?

The respondents in this study are drawn from large
private foundations because, among foundation types,
they face the least external competitive pressure that
might necessitate the use of strategy. We hope CEOs
and program officers at other types of foundations
also find this study useful. Further research is war-
ranted to understand fully whether existence within

a competitive context — in the case of community

foundations, for example — influences our findings.
DEFINING STRATEGY

Given that the CEOs and program officers we
interviewed see their foundations’ goals in terms
of creating external impact, what kind of decision-

making processes do they use to achieve those goals?

We applied the following definition of a strategy when

analyzing whether or not interviewees used strategy to

guide programmatic decision making:

A framework for decision making that is 1) focused on
the external context in which the foundation works and
2) includes a hypothesized causal connection between

use of foundation resources and goal achievement.

It is important to note that our focus in this research
is foundations’ programmatic goals and strategies,

as opposed to organizational strategies designed to
achieve other goals, such as maximizing foundation

endowment returns.

WHAT STRATEGY LOOKS LIKE

What constituted a strategy under our definition? Here is
an example that would meet our definition from a foun-
dation that aims to improve children’s education. Its
decision making is guided by a framework that is external
to the foundation: “Provide grants to nonprofits that work
with teachers to improve the quality of lessons.” In addi-
tion, the foundation staff could articulate a hypothesized
causal connection between foundation resources and goal
achievement: “Our grantmaking supporting improved
teacher training stems from our analysis that under-
qualified teachers are the biggest reason why children’s
educational achievement isn’t improving fast enough.”

This stands in contrast to a decision-making framework for
the same goal that would not meet our definition because it
looks only inward at an internal process for providing grants:
“Our grantmaking process starts with a letter of intent that is
reviewed by a staff member and then a full application that is
reviewed by two different staff committees.” A framework
with no hypothesized causal connection between founda-
tion resources and goal achievement would also fail our test:
“We award grants to facilitate collaboration.” This statement
describes what the foundation does externally, but lacks a
rationale for why collaboration will lead to the achievement
of the foundation’s goals.

6 Indicators of Effectiveness: Understanding and Improving Foundation Performance. The Center for Effective Philanthropy (2002).
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OVERVIEW OF

RESEARCH DESIGN

Little rigorous, empirical research has been
conducted to describe how individual foundation
staff members make decisions about how to achieve
their foundation’s programmatic goals. We sought
to understand the current state of decision making
and its relationship to program strategy at large,
private, U.S. foundations. This research is based on
interviews with a sample of large, private foundation

CEOs and program officers.

Our research approach is distinct from many
previous CEP studies in employing a qualitative
methodology — rather than large-scale, quantitative
data analysis. The methodology we chose allows us
to identify similarities, differences, and nuances

in decision making of individual foundation staff

Rather than asking those we interviewed
to tell us whether they were strategic,
we asked questions designed to
understand how they made decisions.
Then, we rigorously analyzed whether

their responses met our basic definition

of strategy.

members. Rather than asking those we interviewed to
tell us whether they were strategic, we asked questions
designed to understand how they made decisions.

Then, we rigorously analyzed whether their responses

met our basic definition of strategy.

We chose this approach, instead of a broad survey,
because we believed close-ended survey questions
would not elicit comparable or useful responses in
light of the fact that foundation CEOs and program
officers define and use words such as “goals” and

“strategies” inconsistently.

Through our analysis, we sought to answer the

following questions:

- How do CEOs and program officers describe

what guides their decision making?

- To what extent do strategies exist at the country’s

largest foundations?
- What data informs decision making?

- How do foundations assess progress against their

strategies?

- What are the impediments to strategy develop-

ment and implementation?

We sent invitations to CEOs at 50 randomly selected
private foundations among the largest 450 in the

THE CENTER FOR EFFECTIVE PHILANTHROPY
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United States. Twenty-one of those invited chose to
participate and allowed us to interview a program
officer at their foundation as well, yielding a sample
of 42 respondents — within the typical size range
for studies of this nature.” Interviews were approxi-
mately one hour in length and resulted in 1,700

transcribed pages.

We asked a broad range of questions, and, on almost
every question, we prompted respondents to provide
specific examples to support their answers. We asked

each respondent the following core questions:

+ Please describe what your foundation/program is
trying to achieve.

- How do you determine how to use your founda-
tion’s/program’s monetary and nonmonetary

resources to accomplish these goals?

- Is that any different from what you would con-

sider your foundation’s/program’s "strategy"?

We systematically analyzed the resulting information,
reading each interview in whole and question-by-
question multiple times, identifying themes and
topics that either linked individual responses or

revealed contrasts among them.?

A comparison of respondents’ descriptions of

their decision making to our definition of strategy
uncovers four types of decision makers. This typology
is distinguished by the manner in which respondents
make decisions, but it also reveals differences on a

number of other dimensions.

Respondents were drawn from private foundations
among the largest in the country, ranging in assets
from $100 million to more than $1 billion. The
median foundation included had about $260 million
in assets and gave away about $1I million in grants
per year.

Please refer to the Appendix for a complete
methodology.

7 Participants included two foundations at which two program officers were interviewed and one foundation for which no
program officer participated. CEOs generally allowed CEP to select a program officer randomly from among their staff
members, but in three cases the CEO asked that CEP interview a specific program officer.

8 Because this is qualitative research, we have focused our findings on patterns repeated throughout the data and very large

absolute differences.
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KEY FINDINGS

¢ All respondents talked primarily about their goals

in terms of creating external social impact.

We asked respondents what their foundations were
trying to achieve. Every one of them responded with
externally focused goals related to the creation of
positive social impact, such as “"ensuring that children
in this area can attend high—performing schools” or
“enhancing the capacity of organizations working
with people living in poverty.”? However, some had
difficulty articulating their goals over the course of

the interview.

* Respondents believe that strategy provides
significant benefits to private foundations, and
they overwhelmingly describe the use of strategy

in positive terms.

In fact, they are three times more likely to mention
benefits than either drawbacks or neutral aspects of
private foundations having strategies. The ability to
focus, maintain focus, and create and assess impact
better are frequently mentioned benefits of having

a strategy. One respondent comments:

“Strategy that is sharp and focused lets you maximize the results from

the money you spend; maximize the results of the time people put into

the projects they do for you. It lets you run an effective organization,
hire effectively, know what you should do, what you shouldn’t do... it
even lets you develop your technology effectively. What do you need?
What do you not need? It just lets you work more efficiently, use

_your energy better. You don’t spend time constantly sorting and
making a new decision every time; you have a framework.”

. Although respondents acknowledge — and often
extol — the advantages of having a strategy, the
majority of frameworks they describe do not meet

our basic definition of a strategy.

When asked how they use their resources to achieve
goals, most respondents mention using multiple
frameworks to guide their decision making. Across
respondents, the majority of decision-making
frameworks do not meet our basic definition of

a strategy — even though many referred to their

frameworks as strategies.

* Based on our definition of a strategy, four distinct
categories of decision makers emerged from our
analysis of individual respondents’ descriptions of

their decision-making frameworks.

These range from not at all strategic to very strategic

as illustrated in Figure I below.

FIGURE 1: CONTINUUM OF CATEGORIES OF DECISION MAKING

N7

zs\ w

CHARITABLE
BANKERS

PERPETUAL
ADJUSTERS

A
VA \_V
\ 4 0
<

PARTIAL
STRATEGISTS

/ 4

ToTAL
STRATEGISTS

N

No use of strategy Little use of strategy

AN
7

Some use of strategy Significant use of strategy

9 These goals are disguised to protect confidentiality of respondents.
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Although the categories are differentiated solely based
on individual respondents’ use of strategy, we also
found that these categories correspond with consistent
and substantive differences in many aspects of their
work, including assessment, internal alignment, type
of grantmaking, and relationships with the board.
These categories fall along a continuum: Respondents
do not necessarily exhibit every trait associated with

a particular category, and some exhibit an occasional
characteristic associated with other categories. Yet,
the more we looked, the more distinct we found

the decision making, motivations, activities, and
relationships of individuals within each category.
Although we did not seek an even distribution, the

resulting distribution of responses is roughly equal

across the four categories.’

Charitable
Bankers

Perpetual
Adjusters

FIGURE 2: DISTRIBUTION OF RESPONDENTS

Number of Respondents

* Respondents from the same foundation frequently

fall into different decision-making categories.

CEOs and program officers from the same
foundation may describe using different decision-
making approaches and therefore fall into different
decision-making categories. About half, however, did
fall into the same decision-making category as their
colleague. When the CEO and program officer from
the same foundation were categorized differently, they
usually fell into adjacent categories. For example, a
program officer who is a Charitable Banker might
work under a CEO who is a Perpetual Adjuster.
Overall, neither CEOs nor program officers were
more likely to be strategic. Figure 2, below, describes

the distribution of respondents in each category.

Total
Strategists

All
Categories

Partial
Strategists

Program officers

Total in category

Correspondence of Respondents

CEOs without

program officers g 4 4 2 11
Program officers , “
without CEOs 3 3 3

S (D B e ) (L 5 (1 pair, 1 trio) 4 (2 pairs) 4 (2 pairs) 6 (3 pairs) 19 (8 pairs, 1 trio)

of a foundation in category

10 Reminder: Participants included one foundation at which two program officers were interviewed and one for which no

program officer participated.
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THE FOUR CATEGORIES
OF DECISION MAKING

All respondents in this study described their
foundations’ goals in terms of creating social impact.
The four categories emerged from differences in
how they described the decision-making processes
they use to achieve those goals. In addition to the
characteristics that defined them in terms of decision
making, other characteristics, unique to each group,

also emerged.

Kslc B
2\ HARITABLE BANKERS

“We don't use strategy to define how we approach our
work. It is really not a term or perspective that engages
the trustees’ interest.”

Defining Characteristics

Charitable Bankers do not use strategy. They
only mention their external context when
citing their goals, not when describing how
they will achieve those goals. They describe
decision making solely in terms of processes
for reviewing, making, or denying individual

grant requests.

Charitable Bankers are decidedly nonstrategic,
according to our definition. Like bankers reviewing
loan applications, these respondents describe decision

making in terms of processes for reviewing, making,

or denying individual grant requests: They rarely
mention their foundations’ external context. Most
Charitable Bankers develop goals and decision-
making frameworks based on historical practice and
priorities. Only one-third of Charitable Banker

respondents report having a written strategic plan.

When asked to describe what their foundation is
trying to achieve, the majority of Charitable Bankers
cite broad, foundationwide goals, such as “aiding the
less fortunate," rather than program area—specific
goals."" Charitable Bankers tend to fund across

more than one field, and many say their goals are
designed to accommodate almost any type of grantee
or proposal. “This [foundation] does not want to

be fenced in. After long and thoughtful discussion,
both at the grants-committee meeting as well as the
full board level, the feeling was we want to fund good

programs,” says one respondent.

Few respondents in this category can describe an
example of when their decision—making frameworks
caused them to decline a grantee or proposal that they
found personally appealing. Charitable Bankers often
allude to their lack of strategic focus as a weakness,
but many also believe that the resulting flexibility

is necessary. “Part of the driving force behind why

we play it by ear is to have the ability to roll with the
times and react to whatever comes along,” says another
respondent. “We review proposals, decide which

ones are most worthy, and fund them.” Nearly all
Charitable Bankers say that they award grants based
on what comes over the transom rather than actively

seeking out grantees — “reactive” grantmaking.

11 This goal is disguised to protect confidentiality of respondents.
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Assessment is not a high priority for Charitable
Bankers. In fact, they do not mention it unless
asked, and then they frame their answers in terms
of grant-focused assessments. The data they use is
collected from grantees — generally through reports
or site visits. They do not discuss how, if at all, they
use the collected data. Says a respondent, “We call
them [grantees] up, ask how things are going. At the
one-year mark, they do a formal evaluation.” These
respondents rarely mention board involvement with

assessment and use external evaluators infrequently.

Although they don’t involve their boards in assess-
ment, board-staff dynamics are a primary force in the
working lives of Charitable Bankers. Their boards are
either directly or indirectly involved in their everyday
affairs. Respondents indicate that they consider what
the board will approve when making decisions, yet
they often characterize the board as unsure of what

it wants.

As a result, staff members say they often base their
decisions on fuzzy, undocumented patterns or guides
that the board may not follow consistently. One such
respondent indicates that long experience with her
board is the only thing that enables her to make
decisions. “I think it would be immensely more
frustrating for someone who hadn’t been around

as long as I have. Because... having an intuition or
an antenna that’s been trained by being around the
trustees for a couple of decades is really the only tool
that helps me sense whether we might do this or we
might not do that.”

Assessment is not a high priority for
Charitable Bankers. In fact, they do
not mention it unless asked, and then
they frame their answers in terms of

grant—focused assessments.

BEYOND THE RHETORIC: FOUNDATION STRATEGY

w PERPETUAL ADJUSTERS

“Recently, a couple of our board members wanted to review our
work. We already had a pretty broad mission, but there were
still some people who were slipping through the cracks because
they fell outside our focus areas. That motivated the board
to ask, ‘Is there a way we can broaden our mission so that
we can help even more grantees?” And, in the end, the board
reframed our mission by adding a new focus. But we aren’t
doing anything different, really, and neither are our grantees...
we're just changing how we talk about our activities.”

Defining Characteristics

Perpetual Adjusters use strategy very
infrequently. Most decision-making
frameworks they describe are not strategies.
These respondents do not use any particular
decision-making frameworks on a consistent
basis, but they frequently mention using a
variety of different processes to review or revise
goals and decision making. They typically

note many options for focus, decision making,

activities, and processes.

Perpetual Adjusters describe themselves as in the
midst of change — revising grantmaking programs

or deciding whether or not to change grantmaking
budgets of program areas. These respondents try to
appease a broad range of stakeholders — communities,
boards, grantees, foundation staff, and others.

Notes one respondent, “I think our job as allocators
of resources is to be there not only to listen to the
communities, but also to be open to new communities
that are here, new issues, new and different things

that are coming up.”

Perpetual Adjusters frequently add more programs,
communities, grantee types, and decision-making
frameworks to their work, yet rarely remove anything.
Fewer than half can provide an example of when
their decision-making framework caused them to

say "no” to a grantee or proposal that they found

appealing. Nearly half of Perpetual Adjusters do at



Perpetual Adjusters frequently take
their cues from stakeholders. Many of
them worry about being perceived as
arrogant, especialb) in any attempts to
be strategic.

least some proactive grantmaking — actively soliciting
applications from potential grantees. The majority,
however, mention responsive grantmaking — creating
guidelines, focus areas, and selection criteria to

respond to what stakeholders view as important.

Perpetual Adjusters all describe using regular
planning processes to adjust their frameworks for
resource use and to create or adjust foundation goals.
While some Perpetual Adjusters state that these
processes are based on rigorous analysis, the majority
say they use internal information at hand, rather than

develop external data.

Perpetual Adjusters portray their boards as mercurial.
When asked about her foundation’s focus, one respon-
dent commented, “The trustees change their minds on
this, too. Sometimes they would really like to see some
more focus, and sometimes they’ll say, ‘Let everything

9y

in the door.”” Many Perpetual Adjusters describe
holding the board at arm’s length by ignoring or only

superficially appeasing its suggestions or requests.

Perpetual Adjusters frequently take their cues from
stakeholders. Many of them worry about being
perceived as arrogant, especially in any attempts to be
strategic. They constantly seek feedback when shaping
their goals and decision making. “We have annual
board retreats to learn more about what the trustees
would like to fund. We hold regular meetings with
grantees to learn what issues are front and center in
their and the community’s minds. After all, they know
best what needs to be accomplished — we don’t want to

be telling them what to do,” comments a respondent.

In addition to forming goals based on stakeholder
input, Perpetual Adjusters mention mission and values
as key guides. They also report ongoing, internal

disagreements about decision making.

One-third of Perpetual Adjusters cannot cite any
examples of assessment. Examples provided by those
who say they do assess their work are as likely to be
anecdotes of a single event as descriptions of more
systematic assessment. When asked what might
cause them to stop following their decision-making
frameworks, they mention potential failure more

often than successful goal achievement.

These respondents and their foundations are
demographically varied, except that almost none have
relatives of the original donor on the board. Most

program officers are generalists.

‘va
WbV PARTIAL STRATEGISTS

<

“Our founder had multiple interests — and there’s no need
to try to fit everything into a box — so we don’t have one
common theme here. But, a couple of years ago, we were
humming along, doing great work, giving our money — but
really, to what end? Could we measure what differences our
money has made? The trustees and I agreed that our strategy
was too scattered.”

Defining Characteristics

Partial Strategists use at least one strategy to
guide their decisions, yet for many of their
other decision-making frameworks, they do
not articulate hypothesized causal connections
between use of foundation resources and

goal achievement.

Unlike Charitable Bankers and Perpetual Adjusters,
Partial Strategists often link their goals to external

factors, and generally use external data in developing

THE CENTER FOR EFFECTIVE PHILANTHROPY
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a strategy. At the same time, they typically report
using a variety of decision-making frameworks

— some internally focused and some strategic.
Partial Strategists can cite at least one example of

a strategy, yet for many of their decision—making
frameworks they do not suggest hypothesized causal
connections between use of foundation resources
and goal achievement. They also frequently mention
their internal processes — either for planning or

grantmaking — as key guides.

Partial Strategists report the largest average number
of goals and decision-making frameworks per
respondent of any category. According to one, “I
think every challenge, every problem, is different.
And the methodology — the strategy — if you will,
comes out of what the problem is. What works in one
place may not work in another. What works in one

community may not work in another.”

Partial Strategists also frequently mention their
mission, values, or broad beliefs when describing
goals and resource use. Partial Strategists often report
both specific and broad goals, as well as program

area-level and foundationwide goals.

Development of decision—making frameworks is also
varied for this category. Partial Strategists report using
new analysis and relying on historical processes. They
use both internal and external data. When citing
reasons for changes that took place at their founda-
tions, nearly half of the Partial Strategists mention
board involvement. But, they frequently also discussed
some other, more pressing impetus for change, such

as a shift in the external funding environment or the

CEOQ’s desire to assess the foundation’s impact.

Most of these respondents assess the success of their
decision-making frameworks through review of
individual grants. Although most report that they use
data to measure how well these frameworks are helping
them achieve their goals, only a few offer a specific
example of data used for that assessment. Measurement
is an ongoing challenge. “We have a sense of what’s
going on, but we do not yet have an overall evaluation
strategy for the foundation. That’s a work in progress
here. It’s very hard,” says a respondent. In fact, Partial
Strategists are more likely than respondents in other
categories to say that the difficulty of assessment keeps

them from doing it more.

BEYOND THE RHETORIC: FOUNDATION STRATEGY

Partial Strategists highlight their boards’ integral
involvement in all workings of their foundations,
including decisions to make strategic changes and
the establishment of focus areas. Partial Strategists
describe cordial and collaborative relationships with
their boards. According to one, “I can only think
of one time that the board has ever really turned
down a [recommended] proposal. They said, "Wait a
minute, you said you wanted to follow your strategy,
you said this is what you're doing. But this is not part
of it.” And we said, "You know what? You're right.
We got excited about that grant, and we let it get out
of hand.””

Partial Strategists’ foundations are typically older than
others. Respondents from very large foundations fall
disproportionately into this category. Half of Partial
Strategists’ foundations have the donor’s relatives on
the board, but most do not describe their foundations
as family foundations. Partial Strategists tend to be

more tenured than respondents from other categories.

\ N
' TOTAL STRATEGISTS

“And if you are really about achieving lasting social change
around a specific issue, or population, or both, and you don’t
have strategies, you run the risk... of being drawn into many
different projects that may be very worthwhile but don’t do
diddly squat to advance your mission. So if you really have
a desire to change a social structure or social system... not
having a strategy is a significant drawback, while having one is
a significant benefit.”

Defining Characteristics

Total Strategists use externally focused
frameworks for decision making that have
a hypothesized causal connection between

foundation resource use and goal achievement.

Total Strategists include checks and balances in their
operations to ensure continued fidelity to both their
goals and strategies. Their goals are well defined, and
almost all of these respondents describe goals at the
level of program areas. Nearly all mention having at

least some proactive aspect to their grantmaking.



Given their outward focus, strategy development for
Total Strategists is primarily analytical and relies
heavily on data about the external context in which the
foundation operates. While their boards may initi-

ate use of strategy or changes in an existing strategy,

foundation staffs most frequently lead its development.

Almost all of these respondents have a written stra-
tegic plan that they consult regularly. When internal
disagreements about strategy occur, they usually
concern implementation — such as how well specific

grantmaking choices do or do not fit the strategy.

Nearly all respondents in this category can provide
at least one example of a personally appealing grant
request that they denied because it did not fit with
their strategy. “We can’t fund everything,” notes one
respondent. “A strategy provides a defensive mecha-
nism to be able to say to someone, "We can’t support
what you are doing with funding because it doesn’t
fit in our strategy...’ it helps the grantee or possible

”

grantee to understand why they are being told 'no.’

Total Strategists assess more frequently than any
other category, and their boards are often involved.
They cite specific examples of data that they use.
In addition to assessing at the grants level, some
Total Strategists assess at the foundation level —
unlike respondents in other categories. Grant-level
assessments often include an articulated connection

between foundation and grantee goals.

Total Strategists interact with stakeholders and
communities they work with, creating feedback loops
to refine their strategy. Total Strategists rely on

this feedback to inform their actions, but, unlike
Perpetual Adjusters, the feedback does not directly

dictate the development of their goals or strategies.

Most Total Strategists point out transitions in their

decision-making frameworks that mark shifts toward

being more strategic: Had we interviewed them for
this study at an earlier point in time, they likely would
have fallen into another category. These changes

can occur quickly, usually through the arrival of a
new CEO, program officer, or board member who is
passionate about being strategic and who can lead the

organization toward strategy.

This transition toward strategy is always described

as a process of cutting away some of the foundation’s
work. “We have gone from a large program portfolio
of a typical foundation numbering in the hundreds
down to just a few grants, as part of our effort to... try
to focus our grantmaking to be more effective,” notes
a respondent. In fact, Total Strategists’ foundations

frequently have a single area Of programmatic focus.

All foundations with respondents in this category
have program officers who are specialists in their
particular area of grantmaking focus. A larger
proportion of these foundations are young. Program
officer respondents in this category have the least
tenure when compared to their counterparts in other
categories. (See Case Study, “The Gill Foundation:
Taking a Strategic Approach to Philanthropy,” on
page 22.)

Some Total Strategists assess at the
foundation level — unlike respondents
in other categories. Grant-level
assessments include an articulated
connection between foundation and

grantee goals.

THE CENTER FOR EFFECTIVE PHILANTHROPY
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KEY TRENDS

AMONG CATEGORIES

The four categories of decision making are based

on the extent to which respondents use strategy. In
addition to differences in their decision-making
frameworks, differences in other characteristics
emerged that tended to be associated with respondents

in a specific category. Figure 3 illustrates the

prevalence of certain key characteristics among

respondents in each category.

The most striking examples of traits shared by
respondents within a category were in their approaches

to grantmaking, assessment, and their boards.

FIGURE 3: KEY TRENDS

Defining Characteristics

Most decision-making frameworks are focused on foundation’s
external context

Use at least one strategy to primarily guide decision making

Associated Characteristics

Stated goals made more specific by focus-related details
(e.g., geography)

Boards are regularly involved in ongoing decision making

Primary decision-making frameworks developed based on
analysis of the context in which the foundation works

Primary decision-making frameworks developed based on
historical practices and priorities

Mention some proactive grantmaking, without prompting

Mention some reactive grantmaking, without prompting

Can give an example of saying “no” to an appealing action
because of decision-making framework

Mention assessment unprompted

Have a written strategic plan, referred to regularly

LEGEND:

WEAKLY EXEMPLIFIES <
CHARACTERISTICS
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Charitable
Bankers

Partial
Strategists

Total
Strategists

Perpetual
Adjusters
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GRANTMAKING STANCE:
PROACTIVE, REACTIVE, AND RESPONSIVE

Respondents’ choice of grantmaking stance —

proactive, reactive, or responsive — strongly coincides

with the category of decision maker into which

they fall.

Total Strategists tend to be more proactive in their
approach. Few Total Strategists mentioned reactive

grantmaking, but nearly all Charitable Bankers did.

However, even strategists sometimes use a reactive
approach for some of their work: Being reactive and
being strategic are not always in tension. Conversely,

nonstrategists sometimes use a proactive approach.

When strategists are proactive, they do not simply
impose their goals and strategies on a field without

concern for grantees’ or other practitioners’

expertise. On the contrary, all Total Strategists

mention the importance of stakeholder feedback in

helping to inform the development and refinement of

their strategies.

The less strategic decision makers rely on reactive
or responsive grantmaking approaches. Charitable
Bankers speak of creating broad guidelines that give
them maximum flexibility to choose among a wide

range of applications. They are completely reactive.

Perpetual Adjusters are different: They also review
unsolicited incoming applications, but they develop
guidelines, focus areas, and selection criteria to be

responsive to what stakeholders view as important.

“Sometimes I wish we were more focused,” comments

one Perpetual Adjuster, “But, there is a danger in
that because if we become rigid, we won’t have the
flexibility to be responsive to grantees. One thing

I really enjoy is that we can adjust midcourse.”

SOLICITING EXTERNAL FEEDBACK:
DoRiIs DUKE CHARITABLE FOUNDATION’S
WISE PERSON’S REVIEW

strategy leads to arrogance and isolation from feedback.

and others.

target their deliberations:

1. Is DDCF addressing critical opportunities and needs in
the field?

2. Has DDCF devised appropriate strategies for meeting
these opportunities/needs?

Although most CEOs and program officers we interviewed
believe that strategy is important in achieving impact, some also
expressed reservations. They worry that strategy might make a
foundation less receptive to outside perspectives that could call
its approach into question — even suggesting that foundation

Our findings, however, indicate just the opposite. More so than
other categories of decision makers, strategic respondents, like
those from the Doris Duke Charitable Foundation (DDCF), fre-
quently seek advice from stakeholders — grantees, experts,

Through its “Wise Person’s Review” process, DDCF regularly
solicits the opinions of leading experts in each of its program
fields and invites comments and criticisms on each of the Foun-
dation’s program strategies — as well as new ideas. Staff
members prepare packets to help orient the group’s discus-
sions, which are held over two days. The experts discuss DDCF’s
current and proposed grant strategies, using five questions to

3. Has DDCF effectively implemented its strategies?
4. What should DDCF consider doing differently in the future?

5. What has been the role/contribution of DDCF as a funder in
the field? How is the Foundation (or its grants) perceived?

The resulting feedback helps staff sharpen their program strat-
egies. For DDCF’s Environment Program, the Wise Person’s
Review helped hone the program’s strategy to accelerate the
conservation of essential wildlife habitats in the United States,
according to Andrew Bowman, who was interviewed when he
was program officer of the Environment Program and who was
recently named director of the Foundation’s Climate Change
Initiative. Rather than continue providing grants for land acqui-
sition, the experts recommended that the program take a more
targeted approach. The recommendations “led to developing a
focus on state wildlife results — plans that all 50 states have
completed to identify where they need to focus their habitat-
conservation efforts. [We] then built a strategy around those
state wildlife action plans and other activities that would com-
plement them,” Bowman recalled.

The Wise Person’s Review process is an effort to “create the
functional equivalent of the marketplace,” says CEO Joan Spero.
“You don’t have competition in the foundation world, so how do
you get honest criticism? We’ve tried to design that in.”

THE CENTER FOR EFFECTIVE PHILANTHROPY
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WORKING WITH THE BOARD

Respondents’ relationships with their boards also
differ by category. Charitable Bankers report little
overt disagreement with their boards about how
decisions are made, although some chafe at the lack
of any real autonomy in decision making. This may
be a result of the fact that boards are more frequently
involved in the foundation’s daily operations — and
exercise clear control of almost every aspect of the
foundation’s work. The broad definition of goals
that typifies Charitable Bankers — and allows them
to support a wide range of organizations — may also

reduce conflict.

While for Charitable Bankers the board is firmly in
control, it is not as clear for Perpetual Adjusters who
actually exercises authority. Many Perpetual Adjusters

attempt to minimize substantive board involvement.

Partial Strategists, like Charitable Bankers, have a
close relationship with their boards and are unable to
make changes without their boards’ involvement. But,
unlike Charitable Bankers and Perpetual Adjusters,
Partial Strategists do not view that relationship as a
constraint. Instead, they take a positive view of this
dynamic. “Owur board is very challenging, which I
think is very important and very good. They are feisty,

Respondents in all categories mention
the difficulty of assessment as a key

reason they do not do more of it.

and hardly a rubber stamp! So there’s debate and a lot

of discussion,” says one Partial Strategist.

Total Strategists’ boards are engaged, but not to the
degree of Charitable Bankers and Partial Strategists.
The nature of the engagement is also different:
Total Strategists’ boards are much more likely than
others to be involved in assessment. “Over time the
board has pushed us in very positive ways, as we've
moved along the developmental cycle, to get clearer
and clearer about how we observe those outcomes.
And get clearer about what our theory of change

is. And get clearer about how we and they observe

impact at the community level.”
ASSESSMENT

Assessing foundation performance is notoriously
difficult, so it may not be surprising that a minority
of respondents mentioned assessment without being
asked about it directly.'” Total Strategists were by

far the most likely to discuss assessment, to cite
specific data informing their assessment, to attempt
assessment at the foundation level, and to involve
their boards in assessment. Even after being asked,
Perpetual Adjusters are the least likely to describe any

assessment processes .

Among respondents in all categories, assessment most

frequently occurs at the individual grant level.

Respondents in all categories mention the difficulty
of assessment as a key reason they do not do more of
it. “Three different grant divisions, three different
lengths of programs, three very different programs,”
explains one respondent. “How to roll all that up to
our trustees to say, "This is the effect of what we've

done on strategy,’ is very difficult.”

12 For more information, see the Center for Effective Philanthropy’s Indicators of Effectiveness: Understanding and Improving

Foundation Performance (2002), and CEP at 5 (2006).
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IMPLICATIONS

Our findings reveal a fundamental disconnect
between what many foundation staff believe will help
create the most impact and what they actually do on a

daily basis.

Participants in this study believe that foundations
that use strategy to guide their decisions are better
positioned to create impact than those that do not.
Nonetheless, those same participants frequently

do not use strategy to guide their own decision
making. To the extent that participants are correct
in their belief that strategy helps create impact, this
gap between rhetoric and reality merits immediate
internal reflection on the part of foundation staff

and trustees.

A number of questions emerge from these findings
that can serve as a starting point for gauging where you

and your colleagues stand on the strategy spectrum.

» How consistently and specifically can you state the
goals of your foundation or program? How clearly

and consistently can your colleagues do the same?

Without agreed-upon and clearly articulated

goals, there can be no meaningful strategy. Many
respondents struggled mightily to describe their

goals — let alone their foundations’ strategies to
achieve those goals. Charitable Bankers and Perpetual
Adjusters find questions about their strategies and
goals particularly difficult to answer. The goals they

describe are often vague and broad.

+ Do you have a strategy — an externally focused
framework for decision making that includes a
hypothesized causal connection between use of

foundation resources and goal achievement?

Strategic decision making is an
identifiable state: Our research

suggests that it corresponds with certain
behaviors that are both externally
observable and independently verifiable.

How frequently are your decisions guided by that
strategy? Would your colleagues give the same

answers about your work?

Strategic decision making is an identifiable state:
Our research suggests that it corresponds with
certain behaviors that are both externally observable
and independently verifiable. For instance, do you
create assessments for your work that span multiple
grants, or even an entire program or initiative?
Understanding whether, how, and why you differ
from the Total Strategists in this study may provide a
launching point for becoming more strategic in your

current work.

« How frequently are your colleagues’ decisions
guided by a strategy? Would they give the
same answer about themselves? How can you
increase alignment in the foundation’s decision-

making processes?

Different individuals within the same foundation

frequently employ different types of decision-making

THE CENTER FOR EFFECTIVE PHILANTHROPY
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frameworks. Just having a CEO who believes in
strategy and who translates that belief into her own
thinking and decision making is not enough, it
seems, to ensure that others in the organization use
strategy. Yet, there appear to be benefits in aligning
the types of decision making across an organization —
and drawbacks when decision making is not aligned.
Those foundations in which the two study participants
fall into different decision-making categories are
more likely to describe open disagreement among

staff members and between staff and board.

« If you don’t think that you are strategic now, do
you want to become strategic? What are the first

steps in that process, given your current work?

The Total and Partial Strategists in this study were
not born strategists. They speak of making a conscious
decision to become more strategic, of developing

their game plan based on rigorous analysis, and of

becoming more strategic over time. But the first steps
might not be easy. Strategists describe their evolution
as sometimes painful and always requiring tough

decisions about which important work to cut away.

The Total and Partial Strategists in
this study were not born strategists.
They speak of making a conscious
decision to become more strategic, of
developing their game plan based on
rigorous analysis, and of becoming

more strategic over time.

Am | A TOTAL STRATEGIST?

Can | describe the goal(s) for my work in a way that’s
understandable without others needing to ask for
much clarification?

Do my colleagues describe my work in the same way
that | do?

Do we use the word “strategy” frequently at the foundation
when describing our work?

Do | have a written strategic plan that | refer to regularly
to guide my decision making?

Can | point to data-based analysis of the external
environment that contributed to the development
of my strategy?

Total Strategists would answer most or all of these questions with a simple “yes.”

Do | regularly conduct assessments of the impact of the
work | do?

e Do those assessments address work achieved across
many grants?

* Do | have a process in place to gather input from
stakeholders outside the foundation that helps me
refine my strategy?

e Have | recently turned down a grant request that | really
wanted to fund because the request did not fit my strategy
— even though it did address my goals?

* Does my foundation have program officers who are
specialists in their area of focus?

BEYOND THE RHETORIC: FOUNDATION STRATEGY




FUTURE RESEARCH

The research described here represents the results of sation about current decision-making styles

the first phase of CEP’s ongoing study of foundation and aspirations for the future

decision making and strategy. Key questions remain

unanswered: How do foundation leaders move from + Understand better the degree to which differ-
one category to another? Can the link between ences in decision making also translate into
strategy and increased impact be proven? There’s differences in the impact created by foundations
much left to be done, and the information presented

in these pages must be deepened and expanded — as - Advance the understanding of whether different
well as extended to a broader set of foundations. types of strategies are more or less effective than

others in their ability to create social impact
In future phases of work, we will:

These are ambitious goals, but reaching them is

+ Provide tools that easily allow individuals to critically important to the improved performance
understand better which decision-making of this country’s foundations. CEP, relying as always
category most closely matches their behavior on the generous guidance provided by our network

of advisors, is committed to taking them on. By

+ Create a road map for foundations and providing this initial portrait of the way that large,
individual staff members who want to private foundations make decisions, we hope to spark
become more strategic a renewed conversation about foundation decision

making and the use and value of strategy.
+ Develop the materials to help anyone interested

in strategy to facilitate a foundationwide conver-

By providing this initial portrait of the

way that large, private foundations @EP haslereated ameb aitewith more
o information on our Foundation Strategy
make deczszons, we hope to spark a Study, including audio and video segments that

exemplify the four decision-making categories

renewed conversation about foundation

we describe.

decision making and the use and value

of strategy.

Please visit strategy.effectivephilanthropy.org.
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CASE STUDY

THE GILL FOUNDATION:

TAKING A STRATEGIC APPROACH TO PHILANTHROPY

Founded in 1994 by Tim Gill, the creator of Quark
software, the Gill Foundation has a mission “to secure
equal opportunity for all people regardless of sexual
orientation or gender expression.” The Gill Foun-
dation (including the Gill Operating Foundation),
with more than $250 million in assets, has since
become the nation’s largest private foundation focused
exclusively on lesbian, gay, bisexual, and transgender
(LGBT) civil rights.

Gill Foundation takes a strategic approach to its
philanthropy — but the Foundation did not always do
its work in such an intentional manner. As former
Executive Director Rodger McFarlane observes,
“Tim started out being immensely generous in the
predictable ways. He gave to wonderful groups that
were working on the things we cared about. And
then, twenty-six states in four years passed legislation
prohibiting gay marriage, completely eliminating an
array of rights for our people. And he realized that a

bountiful approach was not effective.”

McFarlane was hired in 2004, at the Foundation’s
ten-year anniversary. His first order of business was
to lead the Gill Foundation through a strategic plan-
ning process that aimed to create a comprehensive
framework and management tools that would help the
Foundation optimize its investments in promoting

equality for the LGBT community.

The Foundation began the process by articulating its

vision. McFarlane recalls:
“What we did initially was define what an end state looked like

in incredibly concrete terms — not something exotic. What does

equality mean? What does that look like in terms of physical
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safety? We need freedom from violence. In terms of economic
equality? We need employment nondiscrimination. Are fewer of
us getting fired from our jobs? Do we make the same amount of
money? We need freedom for free expression. We need freedom for
our organizations to grow and flourish... access to all government
services and entitlements for our families. Basically, don’t kill me.
Don’t fire me. Let me worship in an accepting environment. Let me

have equal pay.”

Staff then gathered extensive data about the current
state of the LGBT movement to understand better its
needs and to determine the Gill Foundation’s most

useful role in supporting the movement.

The Foundation, in collaboration with consultants,
interviewed more than 50 key figures in the LGBT
civil rights movement, analogous movements,
philanthropy, and politics; reviewed the relevant
literature; analyzed the Gill Foundation’s resources
(past and present); and surveyed other foundations
funding LGBT issues and organizations. The research
findings suggested a number of challenges for the

LGBT movement:

I. It lacked a common vision and coherent plan

across organizations and funders.
2. It had very little grassroots participation.

3. It had little or no capacity for electoral and

iegislative work at the state level.

4. It didn’t yet know how to connect with
mainstream Americans’ values, emotions,

and religious beliefs.

5. Time mattered. The movement and the Gill

Foundation had to act immediately.



Based on these findings and an analysis of its own 5-

strengths and weaknesses, the Foundation identified

six ways it could contribute to the LGBT civil

rights movement:

FIGURE 4: GILL FOUNDATION STRUCTURE

GOALS

STRATEGIES

Draw funders and leaders to the movement

Scale up the movement’s financing

Influence and leverage multi-issue

mainstream progressive political thinking

Figure out how to connect with mainstream

voters’ values and emotions

The Foundation then restructured its operation

into five centers. Each center has its own goal and

set of strategies.

Crack the grassroots participation problem

Crack the state-based advocacy problem

COO Katherine Peck oversees the Gill Foundation’s

Movement Building Center, which works to build

Secure equal opportunity for all
people, regardless of sexual
orientation or gender expression

LEVERAGE CENTER

MOVEMENT
BUILDING CENTER

MESSAGING
CENTER

RESEARCH & ToOLS
CENTER

COLORADO
CENTER

Attract and
deploy money

Build LGBT leaders
and organizations

Connect with and
motivate LGBT and
mainstream citizens

Develop supporting
data and tools to
maximize movement’s
effectiveness

Take back Colorado
for thoughtful citizens

« Articulate a strategic
vision of the LGBT
movement and
what its funds can
accomplish

* Guide donors toward
organizations and
efforts that best
match their interests
and sensibilities
with the movement’s
greatest needs

* Provide multiyear
commitments of
general operating
funds to LGBT/allied
organizations

* Provide technical
assistance to LGBT/
allied organizations

* Develop current and
emerging leadership
within the LGBT
movement

« Initiate convenings
aimed at bringing
movement leaders
and organizations
together to develop
acommon vision
for movement
building, planning,
and resource
development

* Fund research
and strategically
disseminate new
information with the
objective of reaching
key audiences

* Define what it
means to stand with
LGBT people for
equality and how
this connects to
mainstream values

* Create and fund
media campaigns
if warranted by
research and
supported by
partner donors

* Fund continuing
strategic research
and analysis of the
LGBT civil rights
movement, its
opposition, and
potential solutions
to political and
public policy issues

» Make grants to
policy/idea centers
for research
and generation/
distribution
of practical
information, ideas,
and rationale

* Design and
implement tools to
support collabora-
tion among Gill
contractors and
partners

* Generate content for
strategic convenings
of movement leaders
and donors

» Add value to efforts
to establish a more
moderate political
environment in
Colorado

* Strengthen gay
advocacy networks
in Colorado

* Develop operational
and educational
support for reason-
able candidates and
issues

* Reach targeted
mainstream audi-
ences via Gay and
Lesbian Fund for
Colorado grants and
capacity building
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substantially stronger relationships among, and
understanding of, LGBT movement organizations
and leaders. This Center targets both national and
state-based advocacy organizations using a number of

strategies. The Center:

- Provides general operating funds to LGBT/allied

organizations

+ Provides general operating support and capacity-
building grants to state-based organizations,

Whlch are usuaily smaller and need more support

« Initiates convenings aimed at bringing move-
ment leaders and organizations together to
develop a common vision for movement build-

ing, planning, and resource development

The Movement Building Center also works to develop
current and emerging leadership within the LGBT
movement. Implementation of this goal has not yet
occurred because the Foundation is working with
other funders to develop a comprehensive long-term
strategy. As Peck notes, the process of developing these
goals and strategies was almost exclusively external in
its orientation. “A lot of foundations are doing these
things. But in our case, [the strategies] tie directly to
findings from our analysis of the movement and a set
of goals and objectives that were created from those

findings, and then action steps that flow from those.”

Once the goals and strategies were determined, the
next step was to establish a set of interim targets that
would help gauge progress toward those goals and the
effectiveness of the strategies used to reach them. One
key to assessment is having clear goals, asserts McFar-
lane. “Do you have employment nondiscrimination in
the following states? Are you advancing employment
nondiscrimination at the federal level? Are we reduc-
ing the incidence of violence against lesbian and gay
people? Are we making advances in the recognition of
our relationships? These are very, very specific things

that either happen, or they don’t,” he explains.

Another component of successful assessment for the
Gill Foundation is its Board of Directors’ insistence
on measurement as a component of the Foundation’s
operation. “My boss is a mathematician. The trea-
surer is a former partner at Goldman Sachs, [so] we
have quantifiable metrics,” McFarlane notes. “I mean,

excruciating, relentless metrics attached to every goal.
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“There is an unlimited amount of injustice
and suffering out there that I cannot

mitigate.... We are rationing resources.”

These are yes or no questions that anyone can under-
stand. Simply put, did we or did we not achieve second
parent adoption in Colorado? Did we or did we not
protect marriage in Massachusetts? Did we or did we

not raise $80 million for the movement?”

McFarlane admits that the Gill Foundation’s
transition into its new strategic way of operating
involved some difficult changes for staff, but he also
acknowledges the importance of staff commitment to
strategy. “People are very clear about what we're doing
and are very clear about what their role is, and that

was not true when I got here,” he says.

Gill Foundation uses a written strategic plan to com-
municate its efforts and to hold its staff accountable.
“When you've constantly got to go back and say, ‘OK.
What are you doing to achieve your written plan‘?’

You are constantly mindful that it’s out there. When
my staff members are presenting something to me or
pitching a proposal to me, I say, ‘OK. How does this

fit into your overall strategy?’” says Peck.

Saying “no” to potential grantees is difficult for all
foundations, but according to McFarlane, part of
the challenge of having a strategy is sticking to the
plan and not making exceptions. He elaborates, “I
can think of a hundred examples of where we turned
something down that was very close to my heart. And
I think every foundation officer will be familiar

with that feeling.... There is an unlimited amount
of injustice and suffering out there that I cannot
mitigate.... We are rationing resources. So part of the
demand of this job is keeping this relentless focus on
exactly what we said we're trying to do, and staying
there, because there are so many appealing, urgent,
necessary things that we could fund. And, like I said

before, time is critical. We need to act now.”

Additional information and a video that complement this case study
are available at www.strategy.effectivephilanthropy.org.



APPENDIX: METHODOLOGY

The goal of this study was to gain a deeper under-
standing of the current state of foundation decision
making and its relationship, if any, to strategy. To
date, there has been a lack of rigorous, empiri-

cal research describing how individual foundation
staff members make decisions about how to achieve
their foundation’s programmatic goals. Moreover,
our experience suggests that staff, both across and
within foundations, have very different definitions
of — and uses for — the words “goals” and “strategy.”
When considering the best methodology to answer the
research questions of this study, we determined that
closed-ended or quantitative questions would not elicit
comparable and useful responses. Instead, a qualita-
tive methodology was employed to allow the surfacing
of similarities, differences, and nuances in decision

making across individual foundation staff members.
SAMPLE

To select invitees to participate in CEP’s Foundation
Strategy Project, a randomized list of the largest (as
defined by asset size) 450 private, noncorporate,
nonoperating foundations in the country was

created. Foundations without at least $100 million

in assets were removed. Because the study required
interviewing both a CEO and a program officer at
each foundation, those that did not have a readily
identifiable chief executive were eliminated. Any
foundations that appeared to be without program staff

were also removed from the list.

Invitation letters explaining the purpose and method
for this study were mailed to the CEOs of the first

30 foundations on the randomized list. Three weeks
later, another round of invitations was sent to the next
20 foundations on the list. Finally, a follow-up email

request for participation was sent.

Twenty-one foundations accepted the invitation to
participate, nine declined, and 20 foundations did
not respond, yielding a sarnple of 42 interview par-
ticipants. When CEOs did agree to participate, they
were asked if CEP could randomly select the potential
program officer participant from the foundation.

This was designed to avoid bias introduced by CEOs
selecting the program officer. Of the foundations that
participated, one foundation requested that two pro-
gram officers be interviewed; one foundation currently
had no program staff; three CEOs asked that CEP
interview a specific program officer; four foundations
had only one program staff member; and the remain-
ing foundations allowed CEP to select at random the
program officer to be interviewed.'®> With a median age
of 41 years, the participating foundations ranged from

less than a decade to more than 75 years old.
INTERVIEWS

The interview guide questions were developed

after reviewing empirical and theoretical research
about strategy in both the corporate and nonprofit
sectors. As there was little published empirical or
theoretical research about the concept of strategy
within foundations, the research team created,

with the guidance of CEP’s Strategy Study Advisory
Committee, the interview questions that would
provide the most relevant data. Questions were
carefully worded to minimize leading language.
Prompts were used when necessary. Although slightly
different interview scripts were designed for CEOs
and program officers, due to their differing levels of

perspective at a foundation, the same questions were

asked of both CEOs and program officers.

Four pilot interviews, two with CEOs and two with

program officers, were conducted to ensure that the

13 In two cases, CEP interviewed program staff that did not hold the title program officer; this included one vice president and

one chief operating officer.
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questions were clear, to understand how participants
would interpret the questions, and to determine
whether or not the questions were successful in
eliciting information that would address the overall
research goals. The research team listened to the pilot
interviews and revised questions before beginning
formal data collection. (The pilot interviews were not

included in the actual data analysis for the project.)

Forty-two telephone interviews were conducted; all
interviews were scheduled for one hour and were
recorded and transcribed. Interviewers explained to
participants the protection of confidentiality and the
recording and transcription process. The first few
questions asked participants for background informa-
tion: their role at the foundation, their tenure, their
work prior to starting in their current role, and a few

demographic questions about their foundations.

The next questions asked participants to explain what
it is that their foundation/program was trying to
achieve. Interviewers prompted participants to supply
more specific details. After participants explained the
goals, the interviewer asked, “How do you determine
how to use your foundation’s monetary and non-
monetary resources to accomplish these goals?”
Participants were then asked if their response to this
question was any different from what they would

consider to be their strategy.

Once the respondent confirmed that it was appro-
priate to use the word strategy to describe how s/he
uses foundation resources to achieve his/her founda-
tion’s/program’s goals, the word strategy was used
throughout the rest of the interview. Participants were
asked about whether or not the “strategy” differed
across programs within the foundation and whether
or not there was an overall foundation strategy. The
interviewer then asked about how the “strategy” was
developed, discussed, understood, and assessed, and
whether it had a time frame. Participants were asked
to discuss what they thought the strengths and weak-
nesses of the “strategy” were and their thoughts on the
benefits and drawbacks of the concept of strategy for

private foundations in general.

All interviews were conducted by one of two members
of the research team. The CEO and program officer
at each foundation were interviewed by the same

CEP researcher. The research team periodically
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reviewed recorded interviews to ensure that the two
interviewers were consistent in the way they conducted

the interviews.
ANALYSIS

The transcripts were analyzed using a combination

of content analysis and thematic analysis. To develop
appropriate coding schemes, the full research team
read the transcripts to understand the various ways

in which respondents had answered the interview
questions. The team alternated between reviewing

the content of interview responses and reviewing the
original research questions. Subsequently, two coding
schemes were developed: a question-by-question
method and a method for coding interviews in

their entirety.

Codebooks were created to ensure, to the degree
possible, that all team members would be coding

for the same concepts rather than their individual
interpretations of the concepts. Every response to

a given question was coded by one member of the
team. To minimize personal interpretation and
maximize reliability, between 10 and 100 percent

of the responses to each question were coded by

an additional member of the research team. The
percentage of responses coded by a second member
of the team corresponded to the amount of room for
interpretation in responses to the question under
analysis; 100 percent of responses to questions that
elicited more differing interpretations by individual
team members and for which responses were
somewhat complex were coded by an additional team
member. All responses to the question of what the
foundation/program was trying to achieve and how
resources were used to achieve those goals were coded
by two members of the research team. After two team
members coded data, they discussed codes for each
participant’s responses before deciding on final codes

to be entered into the data-analysis record.

A variety of content and themes emerged from
participants’ responses to the questions that elicited
their goals and strategies: “Can you describe what
your foundation/program is trying to achieve?” and
“How do you determine how to use your foundation’s/
program’s monetary and nonmonetary resources

to accomplish these goals?” The full research team

read through responses to these questions, noting



similarities and differences in content and themes
that arose across the interviews. Goals were coded
for level of specificity, mention of values, mention of
mission, and the number of unique goals mentioned

by each participant was recorded.

Participants’ responses to the ways in which resources
were used to accomplish goals were analyzed for
themes, and five types of decision-making frameworks
emerged. They were subsequently labeled as:

1) externally focused frameworks with a hypothesized
causal connection (.e., strategies), 2) externally
focused frameworks without a hypothesized causal
connection, 3) planning processes, 4) grantmaking
processes, and 5) grantee screens. Decision—making
frameworks differed in the extent to which they were
focused internally on processes within the foundation
(planning processes, grantmaking processes, and
grantee screens) versus externally in the context

in which the foundation was trying to create social
change. Most participants described using more than

one decision—making framework.

Externally focused frameworks differed in the
extent to which a direct link was made between how
resources were used and the ultimate goals that were
to be achieved. In some cases, when discussing the
decision-making framework, participants explained
links between the use of their resources and the
achievement of their goals. In other cases, the links
between use of resources and achievement of goals
were not included in the framework described but

could be surmised.

Based on knowledge gained from existing theoretical
and empirical research and participants’ responses,

a definition of strategy was created: A framework for
decision making that is 1) focused on the external
context in which the foundation works and 2) includes
a hypothesized causal connection between foundation

resource use and goal achievement.

As previously mentioned, many respondents listed
more than one goal, more than one framework
used to achieve the goal(s), or both. Some of these
frameworks were emphasized as being central to the
achievement of a goal, either by being mentioned
first, receiving more attention in the participant’s
response, being acknowledged as such in the actual

description of the framework, or any combination

of these; these frameworks were coded as being of
high emphasis. High-emphasis frameworks were
distinguished from medium- and low-emphasis

frameworks in a participant’s response.

CREATING THE TYPOLOGY
OF DECISION MAKING

Given the range of decision-making frameworks
provided by participants, one goal of the analysis was
to determine whether or not categories of participants
might be formed. The internal versus external orien-
tation of decision-making frameworks, the existence
or lack of existence of a hypothesized causal connec-
tion in decision-making frameworks, and the level

of emphasis of these frameworks, when combined,
resulted in a typology of decision making consisting
of four categories. From least to most strategic the
categories are Charitable Bankers, Perpetual Adjust-
ers, Partial Strategists, and Total Strategists.

Respondents typed as Total Strategists exhibited all of
the following characteristics in their descriptions of

their decision-making frameworks:

*+ More than half of their high-, medium-, and
low—emphasis frameworks, combined, contained

a hypothesized causal connection

- Reported at least one high-emphasis decision-
making framework that contained a hypothesized

causal connection to their goals

+ Only described decision-making frameworks

that were oriented externally to the foundation

Respondents typed as Partial Strategists exhibited all
of the following characteristics in their descriptions

of their decision-making frameworks:

- Half or fewer than half of their high-, medium-,
and low-emphasis frameworks, combined,

contained a hypothesized causal connection
- Reported at least one high- or medium-emphasis
externally oriented decision-making framework

with a hypothesized causal connection

+ Decision-making frameworks were oriented more

externally than internally to the foundation
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Respondents typed as Perpetual Adjusters exhibited
all of the following characteristics in their

descriptions of their decision-making frameworks:

- Did not report a single externally oriented
decision-making framework with an articulated
hypothesized causal connection and, therefore,

emphasis was not a relevant factor here

+ Decision-making frameworks were a mix of exter-

nally and internally oriented to the foundation

Respondents typed as Charitable Bankers exhibited all
of the following characteristics in their descriptions

of their decision-making frameworks:

- Did not report any high-, medium-, or
low-emphasis decision-making frameworks
containing a hypothesized causal connection

to their goals

- The decision-making frameworks described by
Charitable Bankers were oriented to the internal

workings of the foundation

Results of content and thematic analyses about
topics other than the use of resources to achieve
foundation/program goals (e.g., assessment, board-
staff relationship) were analyzed to determine
whether or not they differed across the different
categories of decision making. Codes resulting from
the content and thematic analyses were totaled into
percentages for the presence or absence of content

or themes. These percentages were then examined
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in relation to the four categories in the typology

to understand whether or not trends in content

or themes corresponded to categories of decision
making. Given the qualitative methodology employed
for this study, statistical testing was not conducted on
these percentages. However, patterns in percentages
for coded variables were reported, as well as results
that indicated a specific category was different from
all of the others.

ADDITIONAL ANALYSES

After results of the analyses indicated that the CEO
and program officer from a given foundation did
not always fall into the same category of the typology,
the results of CEO and program officer interviews
were compared to understand whether or not either
of these two groups of participants was more or less

strategic according to the typology created here.

After the typology was created and participants
categorized as one of the four types, the research
team split up the interviews by categories and
returned to re-read the full transcripts, looking
specifically for evidence of movement along the
typology continuum (i.e., Did participants discuss
becoming more or less strategic over time?). The
team developed a coding method to capture the
various types of information about change over time
mentioned by participants. This analysis revealed
additional trends corresponding to the categories of
decision making, such as the varying relationships
between boards and staff, which contributed to the
findings of this study.
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