Key Differences in Goals and Objectives in Government and Business Strategy
D. Some Important Consequences of the Differences

Before developing an alternative strategic paradigm that could be used to guide the strategic calculations of nonprofit and government managers, it is useful to set out some of the important implications that flow from recognizing the key differences between for profit enteprises on one hand, and nonprofit and government organizations on the other. Those key differences, again, are the following. 

First, "for-profit" enterprises gain their social authorization from their claim to be an efficient way to satisfy the desires of individuals who purchase their products and services.  Nonprofit and government organizations, on the other hand, gain their social authorization from their claim to provide a means for achieving social objectives held to be important and worth doing  by a collection of individuals willing to contribute voluntarily to the cause (in the case of nonprofits), and  by the elected representatives of the people who use the authority of the state to collect resources and then appropriate them to particular purposes they consider important (in the case of government organizations). 

Second, the value produced by for-profit organizations can both be cast in terms of and reliably measured by financial measures. On the other hand, the value produced by nonprofits and governmental organizations is cast in terms of social purposes to be achieved, and measured in terms of their effectiveness in changing the social conditions. 

Third, the principal, defining source of revenues to for-profit firms comes from the revenues earned by selling products and services to willing customers, and their survival depends on continuing to satisfy those desires at a low cost to the firm. In contrast, the defining source of revenues to nonprofit firms consists of charitable contributions or other kinds of philanthropy, and to government agencies consists of tax appropriations. These differences have important implications for a great many aspects of managing these different enterprises.

1. Picking the Right Breadth and Level of Abstraction in the Definition of Mission

As noted above, an important act of leadership in nonprofit and governmental enterprises is to define, or re-define, the mission of the enterprise. This is important because it defines the terms and the metrics which the organization will use in explaining its purposes to donors and others in its "authorizing environment," in deciding how the organization's assets might best be used to accomplish their goals, and in measuring the organization's performance. Also as noted above, managers may not have much discretion in defining or re-defining the mission. The mission may be sanctioned by tradition, powerfully rooted in external sources of funding, and wholly integrated into the existing culture of an organization. Messing with something so tightly engrained is to court a significant amount of trouble, and to commit oneself to a long, sustained battle. 

Still, to the extent that leaders of nonprofit and governmental organizatons have discretion in defining or re-defining their organization's mission, they face an important question about how broadly or narrowly, abstractly or concretely to define it. (Moore) There are advantages and disadvantages in both directions. The more broadly and abstractly an leader defines the organization's mission, the more capability it has to inspire those outside and inside the enterprise, to attract people with very different interests to the cause of the organization, and to create room for responding flexibly to changing donor aspirations or to social conditions. These are the positive aspects of broad mission statements. But there are also negatives. The more broadly one defines the mission, the greater the difficulty one has in explaining exactly what one intends to accomplish, the harder it is to develop particular measurement systems and methods of control, and the more one exposes oneself to an embarrassing shortfall between the claims of the enterprise and its actual accomplishments.  

On the other hand, the more narrowly and concretely one defines the mission, the greater clarity one can produce both outside and inside the organization about what is to be achieved, the more precision one can get in defining performance measures, and the greater one's chance of actually producing what one said one was going to produce. But narrow mission definitions have problems as well. The narrower they are, the less able to inspire, the less able to attract diverse interests, and the less able to adapt to changing circumstances or exploit emergent opportunities.

The solution to this problem, of course, is to pick a mission statement that is cast in fairly broad, abstract terms as the continuing, over-arching goal of the enteprise, and then to fill that broad conception in with more specific purposes or activities in a hierarchy of mission, goals and objectives. In such a hierarchy, one can easily imagine that the lower level goals and objectives could change often in response to changing circumstances, but that they would remain logically connected to the higher level purposes -- either as means for accomplishing the broader goals, or as concrete images of what the organization means by the broader goals. Of course, it is no easy task either analytically or managerially to construct and adapt this pyramid of mission, goals, and objectives in real-time strategic planning processes. But if one were trying to manage nonprofits and government organizations both for mission effectiveness and responsiveness, something like this would probably be essential. To have no goals is impossible to manage. To have only a few, narrow objectives is also probably a mistake. What one needs is a few broad goals, and many particular things that fit within these broad goals that define the work of key individuals and units within the larger organization.

2. Reasoning From Mission to Required Capabilities and From Capabilities to Valuable Purposes That Could Be Achieved

Once one has established a mission or an end to be achieved, it is natural to think that that task of management is then to construct an organization that can efficiently and effectively achieve those objectives. That is, in fact, the way that managers in government learn to think. Nonprofit managers, too, may think in these terms. Their task as managers is to use their technical abilities to channel the assets entrusted to them through an organizational production system that has been desiged to efficiently and effectively achieve the specific goalss they have embraced. This basic logical process could be described as reasoning backward from mission objectives to the development of organizational capabilities designed to achieve the mission in the most efficient and effective ways possible.

One of the consequences of thinking in this way is that if an enterprise happens to produce a valuable effect that lies outside its mission, it is hard for the organization to recognize that effect, and to concentrate on producing more of it. The reason is that if the enterprise were to begin thinking about what it once viewed as a potentially valuable by-product of its activities as instead a central purpose of the enterprise, it would have to say that the mission of the organization had in some important sense changed. A library, for example, might turn out to provide a haven for latchkey children in addition to a place that made books available and provided a place where senior citizens could meet. (Moore) But it would be an important cultural and managerial event for the library to decide that it should manage itself to provide support to latchkey children as well as perform its more traditional functions. Indeed, in government organizations, using assets for unauthorized purposes is considered fraud, waste, and abuse regardless of the value of the product or services produced! The standards are probably more flexible in the nonprofit sector. But even there, money spent for purposes other than the declared mission of the organization would expose the board to prosecution by state Attorney Generals who are charged with the responsibility for ensuring that nonprofits use their assets for the purposes for which they were established (Fremont-Smith).

Reasoning from defined mission to the creation of an operational capacity designed to efficiently and effectively achieve those results (and not any other) is markedly different from one common way to think about strategy in the private sector. There, firms are urged to look first at what they now know how to do -- to define their distinctive competence. Having developed some conception of their competence, they then ask how many things that would be valued in their current market environment could be produced with that distinctive competence. For example, if a private executive were running a library, and it turned out that parents found the library a useful place to stash their kids, it wouldn't take long to decide that such a use of the library would be a good thing. Since it is clearly within the capabilities to provide the service, the leaders of the library would quickly go ahead and organize to meet the market demand. That is what it means to be responsive to environmental conditions and consumer demand. Thus, the question before private sector executives is not how to build an organization to accomplish a pre-set mission; it is, instead, to find the highest value uses of the assets and capacities of the firms they lead. One could say that they reason from capabilities to markets and value creating opportunities that become their mission rather than from missions to the construction of efficient mechanisms for achieving their goals. 

Shifting to this kind of thinking -- how best to use my organization's capabilities versus how to make my organization more effective in achieving my current mission -- would make both nonprofit and governmental organizations far more dynamic and entrepreneurial. They would find and exploit opportunities for value creation that now go untouched. The price would be that such organizations would far more frequently end up departing from what had been understood as their traditional mission.

3.Balancing Financial Objectives and Mission Objectives

Given that public organizations have missions to pursue, they calculate the value they produce in terms of mission accomplishment, not financial performance. But nonprofit and government managers understand that mission achievement also requires them to think about how they will survive and sustain their efforts over time. That means paying attention to sustaining a flow of resources to the enteprises they lead. That flow of resources could include voluntarily contributed time and materials -- not just money. But in the end, the firm will need money as well. In this sense, they have to pay attention to their financial performance as well as their mission accomplishment

How to remain financially sustainable and viable as a nonprofit or government organization is a complex matter. One could think about this as the problem of ensuring that the overall sum of resources coming into the organization from all sources (charitable contributions, government appropriations, revenues earned from the sale of products and services) would be enough to sustain the operation. But many trained in business tend to regard the flow of resources that can be earned by "begging" (the charitable contributions), and that can be earned by "taxation" (the government appropriations) as "unreliable." In this view, the sources are unreliable both in the pracatical sense that they cannot be counted upon to be available to the enterprise, and in the more fundamental normative sense that the fact that they are forthcoming cannot be read as valid indicators of the value created by the firm. For those trained to meet market tests, and to see in market tests the only real guide to value, the most important revenue stream to be developed is the one that comes from the sale of products and services. Thus, nonprofit organizations are urged to "commercialize" themselves at least to some degree by finding revenue sources in the sale of products and services to willing customers (Weissbrod); and government agencies are urged to rely less on general taxation and more on "user fees" to finance their operations (Osborne).

This advice has been important to hard-pressed nonprofits and government agencies as they have sought to enlarge their capacities to achieve their missions. It has also forced these organizations to meet some market tests of whether their ideas of value are shared by others. But there is a danger that stalks nonprofit and government managers as they turn to the sale of products and services as a way of financing their enterprises. (Weissbrod) The danger is that they will, in fact, lose rather than advance the value that they originally sought when they defined their mission. This can happen precisely because the power to define the value that the organization should be producing shifts from charitable donors in the case of nonprofits and elected representatives of the people in the case of government agencies to the customers who buy the products and services of the enterprises. 

It is easy to see how this happens if one imagines operating at the limits of this advice. Suppose all the revenues earned by a nonprofit or government enterprise came from the sale of products and services to willing customers. In such a case, there would be no distinction between these enterprises and for profit enterprises. Their social justification would lie solely in the value they created for their customers. Their practical future would be assured by the fact that customers paid for what they were providing. They would decide what to provide in the future in terms of what their customers wanted. They would have wholly joined the market economy.

That may be good for society and for the firm. But the one thing that will have ceased being true is that these enterprises were functioning as vehicles for the expression of either individual charitable desires or collective political decisions to achieve purposes valued by the individuals or the collective that could not be achieved through the ordinary operations of the market. To the extent that we thought there was some social value in enterprises which could channel these individual charitable impulses or collectively defined social ambitions, we would have taken away the organizational instruments for satisfying these desires. The organizations that were once the vessels for channelling these desires would have become instead organizations for meeting consumer demands.

Now consider what happens to an organization that retains a flow of resources from charitable contributors or governmental appropriations. To the extent that an organization relies on such revenue streams, it is exposed to the aspirations and desires that direct such flows. The organization becomes responsive to producing the value that donors and the body politic want, not just the value that customers want. Presumably, what the donors and the body politic want is for the organization to achieve the mission that originally attracted their loyalty. Thus, the organization's exposure to these aspirations as well as to consumer demand is likely to keep the organization focused on its mission. 

An example from the world of nonprofits might make the tension between financial sustainability and mission performance clear. The example focuses on what has been called "micro-lending." 

The basic idea behind the micro-lending industry is that a kind of market failure existed in traditional capital markets. These markets did not reach poor people who could, in fact, borrow and pay back loans. The reasons for this market failure were variously attributed to the idea that such borrowers represented higher financial risks than banks were ordinarily willing to accept, or that the loans were too small to be serviced efficiently, or that there were institutional and cultural barriers that prevented banks from seeing the gold that lay in the ghetto. Whatever the reason, a significant credit gap existed. The existence of that gap created both a social problem (unequal access to credit) and an economic problem (there were wealth creating opportunities that were going untapped). 

To close the gap, a new kind of lending operation would be created. That lending operation would have some distinctive competences that ordinary commercial lenders did not have. Since it was going to serve social purposes as well as its own financial interests, it could be established as a nonprofit organization. This gave it tax advantages, the opportunity to attract capable people motivated by the cause as well as financial returns, and the right to raise money from charitable donors as well as from commercial lenders. 

Moreover, it was assumed that the organization in pursuit of its social purposes would be willing to lend money to borrowers who were poor and looked unusually risky to banks. One reason it could do this was precisely that it had a flow of revenue to it that came from charity. Because it wasn't wholly dependent on the financial performance of its borrowers, and wasn't expected to produce commercial returns itself, it could effectively subsidize the loans it was making to the poor. But, if the enterprises needed a charitable subsidy, that meant that it could not become large and self-sustaining. It could only do as much lending as its subsidy allowed. 

A second reason micro-lending operations might be be willing to lend money to poor people that banks would shun is that they had a superior capacity for assessing the likely future performance of the borrower. Whereas a commercial bank had to rely on traditional kinds of tests to measure creditworthiness, a micro-lending enterprise could develop new tests. These tests would more accurately reveal the real creditworthiness of the borrower. Instead of disqualifying those with criminal records and poor work records, the new micro-lenders, armed with new tests of creditworthiness,  might look past these qualifications and see the renewed dedication and capability in the person standing in front of them. With these special tests of creditworthiness, they might be able to find the applicants who could in fact perform well but were mistakenly disqualified by the more traditional tests. 

Note that to the extent the micro-lending firms developed this superior technology for assessing the credit-worthiness of poor people -- for distinguishing those who could repay loans from those who could not -- the micro-lenders would have created a permanent economic advantage. In effect, their operations would not have to be subsidized. They would stay alive because they were better at assessing the risks than others, and took on people who looked like long shots to others, but who could be seen accurately by the microlender as relatively safe bets. As safe bets, they would repay, and the firm could succeed without subsidy.

A third reason the micro-lender could take on some borrowers is in the belief that while they were not now ready to perform financially, they were close enough that some combination of the discipline associated with taking a loan, and some technical assistance in developing the capabilities to perform economically and account for that performance, would result in the poor person becoming a safe bet. In this case, in taking on the loan, there would be two subsidies involved: one associated with the increased risk (and reality) of poor performance; the other with covering the costs of the technical assistance provided to the firm. In order to  provide this kind of product or service, the micro-lender would have to be subsidized by a continuing flow of charitable or governmental contributions.

Each of these activities of the micro-lending firm is socially valuable. It is socially valuable to develop a superior way to gauge the riskiness of poor borrowers, since it increases both access to capital markets and overall economic efficiency. In fact, if a micro-lending enterprise paid the investment cost of developing this technology, it could in principle simply sell it to a for profit firm, and turn the entire operation over to the market. That would be an important social result; but it would come in the form of a socially supported investment in a new technology that could then be commercially exploited. (Austin) It is also conceivably socially valuable -- perhaps even more so -- to reach to borrowers beyond those newly qualified by the new, more precise, less discriminatory tests of credit-worthiness; i.e. to take risks and absorb losses that the market would not, and to offer technical assistance for free or at reduced prices to help some failing firms learn how to succeed. Such results are socially valuable precisely because they achieve things that are within the social mission of micro-lenders, but will not be fully paid for by market returns. Arguably, it is these things that the charitable contributions are uniquely able to pay for.

As a practical matter, if one is operating a micro-lending operation, one must manage a portfolio that includes loans of many different types: ones that are judged to be safe with the new technology of assessing credit-worthiness, ones that are risky even with the new tests, and ones that could be made safe with the right kind and quantity of technical assistance. One might even have in one's portfolio loans that would in fact be bankable in the commercial sector but ended up in the micro-lending sector simply because of the location of the business opportunity, or the social status of the borrower. If the manager of the micro-lending enterprise is under pressure to show a high level financial performance, the temptation will be to tilt the portfolio he holds toward the loans that are either bankable in the traditional banking sector, or that are safe as revealed by the new technology, and to avoid loans that are risky even with the new test or that can be made safe with technical assistance. The first two categories assure a revenue stream at low cost to the micro-lender. The other categories of loans offer a thinner revenue stream and higher costs. Arguably, if the microlender tilts in the direction of financially performing loans and away from risky or developable loans, some of the public value of the enterprise is lost. To keep the organization focused at least to some degree on the public value of micro-lending, one could imagine that it would be desirable for the organization to have charitable contributions as an important part of its revenue stream, and to remain exposed to the demand that it produce public value associated with the risky and developable loans as well as the bankable ones.

4. Measuring Performance Against Mission Objectives

The example from micro-finance helps to make the next point: that if the value of nonprofit and governmental organizations lies in achieving their mission rather than in earning revenues by selling products and services to willing customers, then they must develop some method for measuring their performance beyond financial measures. This is necessary both to maintain their external accountability to donors, and to ensure some sustained internal focus on achieving results. Without a measurement system, there can be no accountability. And without accountability, no matter how lofty and admirable the motivations and characters of the people who work in an enterprise, there can be little prospect of achieving the best possible performance.

There is an enormous amount to be said about this subject -- much more than I can cover in this essay. Suffice it to say that several decades of work on the issue of how best to measure the performance of public sector organizations has taught me to incredibly envious of the for profit sectors ability to measure performance by toting up the revenues it earns by selling products and services. Indeed, it is illuminating to simply catalogue the enormous virtues of this measure as a measure of value created by the firm:

· First, it is a direct, largely undisputed measure of value. If people didn't value the product or service, they wouldn't pay for it.

· Second, it can be used to measure the value of products and services that vary widely. We know the relative value of apples and oranges by the different prices people are willing to pay.

· Third, by comparing the value that customers assign to a product or service with the costs of producing it, we can learn whether net value has been created.

· Fourth, the information about the value of the product is collected right at the boundary of the organization. We know the value when the money passes across the counter. One doesn't have to spend time and money to discover an effect at a time and place that is remote from the activities of the firm.

· Fifth, several centuries of tradition in the development of accounting practices designed initially to prevent stealing ensure that we can measure revenues with reasonable degrees of accuracy.

Compare this list with the problems one faces in trying to construct measures of performance that can reliably recognize the value created by a nonprofit or governmental organization.

· First, the definition of value is usually contested. A great deal of work must go on in the boards of nonprofits and in legislative halls to define the value that is to be produced by nonprofits and governmental agencies. This is the problem of defining organizational mission.

· Second, once we have a conceptual definition, it is no easy task to develop reliable empirical measures of the dimensions of value that have been nominated. There is the further problem of knowing how one dimension of value ought to be weighed or prioritized against another.

· Third, it is hard to directly compare the value of what is produced against the costs of producing it. We can talk about "cost-effectiveness." We may in some cases be able to take about "cost-benefits." But such judgements often have a high degree of guess-work in them.

· Fourth, instead of finding out quickly and easily about the value of the organization's productive activities at the boundary of the organization, a nonprofit or governmental organization often has to search for its valuable results in changes in the world that happen far from the boundary of the organization. To the extent that such organizations have clients, of course, they can learn something about how clients valued the services they received. But often the aim of such organizations is not simply to satisfy clients, but instead to motivate and equip clients to make changes in their own lives such as find a job or give up drug abuse. To the extent that the mission value lies in these changes in individuals and social conditions rather than in their immediate satisfaction, we are forced to follow the lives of such individuals into the future to see if the desired results occurred. That is expensive. It also tends to weaken the relationship between the measurement of value and the measurement of organizational or managerial performance since the passage of time, and the existence of many factors other than the activities of the organization that could account for any observed changes in behavior, tend to break the behavioral connection between the measurement of value, and the holding of organizations and managers accountable for that result. 

· Fifth, with the greater difficulties associated with conceptualizing and measuring value creation, and the absence of centuries of tradition in accounting accurately for nonfinancial results, we cannot always rely on the accuracy of nonfinancial measures used by nonprofit and governmental organizations. There is no SEC that sets out the framework that requires such agencies to report in consistent ways. There is no profession that makes its living by developing and auditing the performance of such organizations in nonfinancial terms. 

None of this is to say that it is either impossible or undesirable to measure performance in nonprofit and governmental organizations. Indeed, I think precisely the opposite is true. I cannot imagine public sector organizations making significant progress in terms of their ability to establish their credibility with the public or in managing themselves effectively for performance without solving this problem. It is to say, however, that this is a very hard problem, and worth much more time and effort than we now devote to it both as academics and as managers.

5. Customers, Clients, Donors, and Quality Service

The fact that nonprofit and governmental organizations derive their resources (respectively) from charitable contributions and tax revenues, and that they define their value in terms of mission accomplishment, has important implications for how such organizations should think about the individuals who end up using their products and services – those whom we might facilely consider the “customers” of the organization, but who might more properly be described as the “clients” of the enterprise. 

As noted above, customers are among the most important stakeholders of for profit enterprises. The reasons are: 1) that their decisions to buy proffered products and services provide the financial resources the organization needs to carry on; and 2) that their satisfaction provides the ultimate social justification for the firm’s existence and social value. Customers in the private sector combine these qualities with one additional characteristic: they are the stakeholders who are met “downstream” by the organization at the end of a production process rather than “upstream” at the reporting end, or at the stage where the resources available to the organization are still fungible and haven’t been made into specific products and services.

Many carry the concept of “customer” somewhat uncritically through to the nonprofit enteprise and government agency. They think that it is as important for these organizations to “serve the customer” as it is for private sector organizations to do so. Perhaps more importantly, they often assume that the important "customer" to be served are those whom the organization meets “downstream” at the production end rather than “upstream” at the reporting end of the organization. Thus, they view the “clients” of the organizations – those who go to the (free or subsdized) concerts,  attend the (free or subsidized) special education programs, receive the (free or subsidized) emergency shelter, or get the (free or subsidized) special counselling for rape victims to be the “customers” of the organization.

This attribution of the status of “customer” to the client of the organization is made via one characteristic that such people share with customers in the for-profit sector: namely, their downstream position as users of the services provided by non-profit and governmental organizations. They lack  the other important characteristics of “customers” in the for profit sector. Generally, they do not pay for (or at least not the full cost of) the services they receive. It is of the essence of nonprofit and government organizations that the costs of providing the services are covered (at least in part) by charitable contributions and appropriated tax dollars.

It may follow from this observation, that the satisfaction of such clients is not necessarily the major social purpose of the enterprise. This is most obvious in the case of government agencies where the body politic often has its own purposes that it is seeking to achieve through the delivery of services to individual clients, regardless of the interests of the client. For example, publicly subsidized treatment programs for drug addicted individuals can be seen as programs that are designed to help drug addicts free themselves from addiction, and in that sense provide services to the users. But such programs usually find their public justification not only in the benefits they deliver to drug addicts, but also in a set of beneficial effects they offer to the broader society – reduced criminal activity by drug users, increased capacity to care for their children, reduced welfare payments in the future, etc. From the public’s perspective, then, the clients of these programs are in an important sense means to the pubic's ends as well as ends in themselves. That perspective is implicit in program evaluations unertaken to determine whether such programs are cost effective, since they define effectiveness not in terms of whether the clients were satisfied, but instead in terms of whether the behavioral changes desired by the body politic actually occurred. 

Of course, there are many reasons why the body politic could decide to value the satisfaction of the clients as well as the achievement of their collectively defined purposes -- including the idea that the clients have the right to be treated as people whose purposes matter, that it would be humanly decent to do so, and that such treatment would be more likely to enduce compliance with a program designed to achieve the goals of both clients and the wider society that is financing the activity. But the point is that it is the broader society that has to decide that satisfying the client is important. Further, it is only when such a decision is made that the satisfaction of the client becomes important.

The (somewhat) diminished role of client satisfaction as an important goal of nonprofit and governmental enterprises is less apparent in the nonprofit sector. Indeed, it is offensive to imagine that the charitable impulses that provide the funds to the organization are uninterested in the satisfaction of those they seek to help, since that undermines the very idea of charity. Yet, even in the nonprofit charitable world, individuals contribute to purposes that they value somewhat independently of whether the intended beneficiaries value them. People give to art museums because they think the citizenry ought to enjoy art not because they necessarily do. 

Moreover, donors could themselves be considered customers of nonprofit organizations. Even though they encounter the organization “upstream” (in the sense that they provide fungible resources) rather than “downstream” (in the sense that they consume the organization’s products and services), they are like customers in the sense that their decisions to contribute money, time, or other materials provide resources that the nonprofit enterprise needs to continue. They may also be like customers in the more important sense that their decisions define what is valuable for the organization to produce, and in the sense that a socially important objective of nonprofit organizations is to make the donors happy. 

Indeed, one could argue that one of the most important things that a charitable nonprofit organization provides to individuals in the society (and therefore to society at large) is an opportunity for them to express their desires to contribute to the well-being of others more efficiently and effectively than they could without the existence of the nonprofit enterprise. Consider, for example, the case of the American Red Cross Disaster Relief Services. When a storm or fire strikes, individual victims suffer, and the sympathies of other individuals – perhaps far from the scene—are stirred. Those remote individuals would like to contribute something to relieve the suffering of the victims. Their problem is that they do not know how to do so, and they worry that their individual contribution would be only a drop in the bucket and not add up to much. In steps the ARC with a capacity to collect and aggregate contributions that can make an individual’s gift really count. That increases the well being of the contributor as well as the client. The contributor is particularly happy if his gift is used efficiently, is focused on the purposes he intended, and is accepted from him in a way that honored his desire to give and gave it meaning. In the desire to deliver what the donor wants to be done with his donation, and to interact with the individual donor in a way that feels good to the donor, one can say that donors have become important customers of the enterprise. In fact, insofar as it is they who pay for the enterprise, and it is their preferences that guide the aims of the enteprise, they are more like customers than the client/beneficiaries of the firm.

6. Dealing with Employees who are Quasi-Volunteers

In talking about the strategies of nonprofit and governmental agencies, one must also keep in mind that many of the people who work for these organizations do so at least partly because they love the mission and purposes of the organization as well as the compensation they receive as paid employees. This is most obvious in the case of those who volunteer their time to work in nonprofit organizations or governmental organizations. But one can also argue that many of the paid employees are accepting less money than they could earn if they sold their talents on the private market. In this respect, they might be viewed as “quasi-volunteers.”

One need not waste too much sympathy on such people, of course. They made their choice. They choose work that they considered important and valuable over work that was more lucrative. Nobody owes them both high pay and interesting work. 

But the fact that they work for the mission of the organization, and make voluntary contributions to it does have some important consequences for the management of the enterprise. The most important consequences are: 1) as quasi- volunteers, they may feel more entitled than other kinds of employees to participate in discussions about the overall mission and strategy of the organization; and 2) they may be particularly attached to the current mission of the organization. The net result of both these facts may be that it is particularly difficult for the leader of a nonprofit or governmental organization to change the organization’s mission or purposes. 

Consider, for example, the likely reaction of an nonprofit advocacy organization that has long worked for reducing prison populations, and to viewing the development of alternatives to incarceration as nothing more than an excuse for exposing even more people to state supervision for minor offenses to the announcement by the leader of the organization that, given some important new evidence about the effectiveness of alternatives to incarceration in reducing future crime, he has decided to focus the attention of the organization on increasing the use of these alternatives. One would expect both resistance and low morale in the organization as a consequence of this announcement. The reason is simply that the old purposes that had once animated and sustained their commitment were being abandoned. If psychic income is part of one’s income, and the psychic income comes from the love of the mission, the effect of changing the mission is to reduce the effective income of the organization’s employees.

