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Abstract.  This article addresses the nature of strategic planning in nonprofit organizations through a discussion of relevant literature and the use of a case study of an organization created by a recent merger. Within the framework of a strategic plan, the concepts of continuous quality performance improvement (CQPI) and accountability for achieving nonprofit organizations’ goals are discussed.  In today’s world, nonprofit organizations need to develop a strategic plan to respond to their dynamic and changing internal and external environments. A CQPI system is a useful tool for nonprofit leaders and their staff, to help them adapt the organization to its current environment; clarify needs of its clients; and set priorities to better meet its mission. 

INTRODUCTION


This article demonstrates the importance of strategic planning for nonprofit organizations though a discussion of relevant literature and through the use of a case study.  The primary benefit of developing a strategic plan within the context of continuous quality and performance improvement (CQPI) is that such planning helps nonprofit leaders and their staff adapt the organization to its current environment; clarify the needs of its clients; and set priorities to better meet its mission. This is an ongoing process that supports the need for nonprofit organizations to       -----------------------
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provide continuously improving quality services to their constituency while demonstrating to their community and funders that their organizations have a positive impact on the lives of those who use their services.

BACKGROUND ON CURRENT NONPROFIT ORGANIZATIONS


Over one million nonprofit groups are qualified for federal taxexemptions.  More than 600,000 of these organizations were registered as public charities in 1997. (National Center for Nonprofit Boards, 2001; The Urban Institute, 2001). In this article, the term nonprofit organization refers to those non-governmental entities that possess special legal status under state law, permitting them to accept tax deductible gifts and exempting them from paying federal tax. Additionally, they must possess a public service mission and maintain a governance structure that precludes self-interest and private financial gain (Wolf, 1999).  While the mission of nonprofit organizations may differ, their need for financial solvency is similar. Increasingly they must find ways to develop and implement a viable “enterprise scheme” to ensure viability. This idea emphasizes coherence and feedback relationships within a framework that management can successfully pursue. The enterprise scheme also permits nonprofit organizations to explore the dilemma of whether they should act more like a charity or a business.  Although most nonprofit social service organizations want to embody charitable acts, they are also faced with the reality of making ends meet so that the organization can continue functioning to serve the public. The enterprise scheme also encourages the nonprofit organization to continually assess whether it is effectively linked to its external environment in ways that promote coherent and self-sustaining practices such as adding additional competencies, practices and support for the organization (Bryson, Gibbons, & Shayne, 2001). 


Nonprofit organizations are increasingly facing the challenge to provide effective services as they compete with proprietary and other nonprofit organizations for declining government funds (Boardman & Vining, 2000). Given the changing environment under which nonprofit organizations must function, questions regarding the solvency of this sector have been raised in public and academic literature (for e.g. see Dina, 1993; and Skloot, 2000).  Non-profit organizations are facing reduced financial support from government; Proprietary organizations 

are competing for existing contracts. This leaves nonprofit organizations increasingly vulnerable to their external circumstances.  To assure the survival of their organizations, managers must create a proactive plan within the context of their present environment.  One method to help an organization to figure out where it is going and how it is going to get there over the next year or more is through the development and implementation of a strategic plan (McNamara, 1999). 

Strategic Planning


Strategic planning is a systematic process or management tool that brings consensus regarding organizational priorities among key stakeholders to help the organization do a better job of meeting its mission (Wilbur, 2000; The Nonprofit Genie, 2001). Strategic planning in the nonprofit arena is less straightforward than planning in the proprietary sector where managers are expected to make a profit.  Consequently, proprietary managers are able to concretely measure the relative effectiveness of their organization qualitatively (e.g., counting profits), whereas the concept of public service is more nebulous therefore it is more challenging to gauge its successes (Wolf, 1999). Furthermore, because a nonprofit organization must function and take its direction from a dynamic and changing environment, it is crucial that the organization understand both the external political climate and its own internal issues. In the nonprofit world, these factors are not always concrete. This may pose a challenge for nonprofit leaders.  Often they must take abstract principles and generate focused initiatives that capture their workers’ strengths and enhance their motivation. Managers must develop strategies for keeping workers focused on the organization’s goal. Particularly when they are faced with the challenge of increasing production, despite shrinking resources (Steiner, Gross, Ruffolo & Murray, 1994). Nonprofit leaders must also pursue additional fiscal resources while they concurrently promote the use of existing resources in the most efficient means possible. These circumstances may require reassessment of the organization’s mission and goals or identification of the changing patterns in staff performance and/or recruitment.  Taking these important variables into consideration, it becomes evident how crucial a strategic plan is to the nonprofit organization.  Strategic planning involves paying close attention to both internal and external conditions of an organization’s environment.   The base on which future plans is built are through assessments of these environments. 

Internal Environments


When assessing the organization’s internal environment, leaders may find differing views of their organization’s mission, its level of effectiveness and vision of the future. Those who work in nonprofit organizations may become so immersed in the daily functioning of the organizations that they focus on program ends rather than the purpose that they were designed to achieve.  In addition, what one person views as a critical issue for the future may seem irrelevant by another. The values and culture of the organization must also be considered since these elements have a direct impact on the organization’s functioning. These factors impact on the behavior of individual members (Romney, 2001). Accordingly, when organizations’ leaders seek to develop a strategic plan they should not expect immediate consensus from its members. When managers want to develop a strategic plan for the organization, they must first conduct an internal analysis to identify those issues that may impact on the organization and then place those deemed important within a context of their own organization. 


Steiner, et al. (1994) identify a series of internal indicators that increase the urgency for planning – especially in today’s unstable, competitive nonprofit environment.  They explain during periods of high staff turnover, or when the organization faces a change in leadership among key personnel, strategic planning is crucial.  They also assert strategic planning offers an opportunity for stimulating and responding to change during periods of little growth within the organization, even if this is attributed to static administrative operations or changing societal conditions or perceptions of human service organizations.  In addition, strategic planning helps an organization to refocus when the collective feeling is that the organization is trying to be all things to all people or that it is all over the place.  Finally, Steiner, et al. (1994), state strategic planning helps preserve time and energy by directing organizational efforts into a proactive plan for the future, rather than reactive action in crisis mode.  Accordingly, this enables staff and administrators to feel empowered, as they are able to anticipate and resolve problems before they reach crisis proportion.  
External Environments


The external environment is also crucial to the nonprofit organization’s functioning.  Competition for limited funds and for clients must be examined within a context of the organization’s vision for the future. Steiner et al. (1994) identifies key external conditions, which stress the need for planning.  These include source of income, changing priorities in the external environment, competing human services, societal changes, changes within social work (its public recognition via certifications and reimbursement patterns) and changing accreditation and/or regulation requirements. Romney (2001) suggests using trend analysis to examine external factors in the macro environment to identify patterns that may have implications for the organization.  Some of these include demographic, social and political trends.  The competition for limited funding and potential clients is fairly straightforward. Organizational leaders must continually assess current community need with an eye toward the future needs of the community.  This idea is fundamental in providing useful services to the organization’s constituents. In part, recognition of these needs allows an organization to reassess its mission, define its functioning and establish its goals and objectives (Romney, 2001). It is through this assessment process that the nonprofit organization can meet and improve its public service mission, thereby bettering the work performed by staff and ultimately the service it provides to clients. 

Development of the Strategic Plan


Within a framework of a strategic plan, CQPI is a useful tool for nonprofit leaders to institute within their organizations to help them adapt to the organization’s internal and external environments.  A CQPI plan is an organized process that involves making a commitment to the organization’s constituents that the organization will continually improve all aspects of its functioning. It is the organization’s guarantee to the community that it will provide responsive, efficient and effective services which result in positive outcomes for its clients.   The CQPI process is organized to build upon assessments of organizational performance and to implement targeted improvements as quickly as possible (Pecora & Seelig, 2001). In short, CQPI means that when an organization’s planning, goal setting and achievement activities receive information through a formal feedback process, such as outside evaluations, satisfaction surveys and focus groups, it can yield improved performance and quality for its constituents (Mikulas & Cohan, 2001). 


An accurate assessment is crucial for a good strategic plan.  “Information about the problem or situation needs to be gathered, analyzed, and interpreted.  Regardless of the specific type of situation, careful thought is necessary in order to make effective decisions about how to proceed” (Zastrow & Kirst-Ashman, 2001, p. 4).  Consequently, an assessment process will assist the organization to have a clearer view of the future and be better able to set appropriate goals within the challenges of its environment.   When organizations set out to design a strategic plan they must carefully decide whom to involve in the planning process.  Strategic planning should be conducted by a planning team composed of members from the organization’s board of directors, its management and line staff.  Volunteers, clients, community members and in some instances, the organization’s funders should also be included in the process. Once the team is in place, planning team members should assume specific roles to ensure its momentum and success.  For instance Lyddon (1999) identifies the role of “planning process champion.” This person should possess high visibility and be respected by both board and staff members to coordinate the strategic planning process.  Several additional key roles include the Plan Writer, the person designated to assemble the plan into a cohesive document and the Planning Process Facilitator, who has the responsibility to plan each meeting and to ensure the planning team remains on course (Lyddon, 1999). 


Once the strategic plan is developed, the plan must be implemented. It is this phase of the planning process that moves the nonprofit organization toward its mission.  To advance this process in a manner that promotes cooperation, ownership and commitment to the strategic plan, planning team members and staff must collectively participate in the implementation process (Steiner et al., 1994). At times this is easier to envision on paper than it is in practice.  While staff may experience some ambivalence in executing the more difficult phases of the plan, such as combining or eliminating programs, they may also feel empowered and maintain a sense of commitment if they are involved with and assist in the development of the strategic plan at its inception.


Once this process is underway, the organization must be able to determine whether it is doing a good job carrying out the plan.  In the for-profit world this is fairly straightforward. An examination of the financial balance sheet usually allows for evaluation by concretely showing the company’s results. For the nonprofit organization however, this is a challenge. Frequently nonprofit organizations face difficulties in determining success criteria. Despite its challenges, evaluation is an essential component of good planning because it allows the organization to make adjustments to the strategic plan and to assist in future planning (Wolf, 1999).  This is an extremely important component of the strategic planning process yet one that is easily set aside in nonprofit organizations due to its complex nature.  


The following case study is used to demonstrate the necessity of strategic planning in nonprofit organizations.  Within the framework of the creation of a nonprofit organization’s strategic plan, the concepts of CQPI and the importance of accountability for achieving these goals will be discussed within the context of this nonprofit organization’s external and internal environments.

THE CASE STUDY

Background of FCA


Family and Children’s Association was created in 1998 as the result of a merger between the Family Service Association of Nassau County (FSA) and Children’s House (CH). Both agencies were nonprofit organizations providing a variety of human service programs within the bi-county area of Long Island, New York.  Family Service Association was an organization with a variety of family counseling services, significant chemical dependency treatment programs, and an expertise in services to the elderly. Children’s House was a child welfare organization that originated as an orphanage in 1884 and evolved into a series of group homes for children, and more recently developed independent living skills training and transitional housing for teenagers and young adults. It also possessed a mental health outpatient clinic, acquired through a previous merger.


The merger process between FSA and CH occurred over a two-year period and was initiated by the retirement of one agency’s executive and its board’s willingness to consider merger as an option for the agency’s future.  After informal exploration both agencies agreed that sufficient synergy existed to form a joint Board task force, to consider all of the pros and cons of functioning as one entity. After one year of study, with the assistance of a consultant, the task force recommended merger for two primary reasons. First, by combining services from both organizations, clients would receive a significantly broader continuum of care under one roof.  This would be immensely helpful to people with multiple problems that are in need of several interventions and supports. Secondly, the task force concluded that the external environment was changing quickly, particularly in the funding arena, and that a larger, more visible organization with many human and financial resources would have the capacity to thrive in a new era. The board of directors of both organizations accepted the recommendation and a third entity was created – Family and Children’s Association (FCA) – into which all of the assets and liabilities of both organizations were transferred over time.      


Initially, the size of the new entity was overwhelming. The founding Board consisted of 85 members.  Four hundred staff were dispersed throughout 50 different programs providing services to children and senior citizens and numerous “in-between” needs.  

The shift from planning to managing 


The immediate task was to forge a structure that both fostered communication and provided a coherent and manageable way of administering multiple services. The new agency was quite decentralized in its service delivery, with services being provided in 25 locations throughout the bi-County region of Nassau and Suffolk counties with a population of 3.3 million. Also to be grappled with early on was the reality that staff was largely excluded from the task force planning sessions, and due to weak preparation, many approached the merger with little enthusiasm and much opposition. 


The initial management structure was a 12 member “executive team” consisting of key administrators from both organizations.   Each assumed agency-wide responsibilities for the new entity. The initial task of this group was to develop a menu of issues needing immediate attention and then to devise work groups from both organizations to address and recommend changes. For example, combining personnel policies into one manual.  Early in the merger, communication and intra-agency contact was fostered through an agency-wide fair and a variety of program-sponsored open houses. It was soon evident that FSA and CH possessed very different cultures and that FCA, the combined organization consisted of a boutique of service programs operating within silos, without any systemic way of interacting with each other.


While formulating management structures and enhancing communication mechanisms were key priorities in the early months of merger, it was quite evident that a joint vision, common focus and developing shared values would be necessary to integrate the complex organizational structure and its workforce into a working and coherent whole. In the beginning of the second year of functioning, FCA’s stakeholders understood the need for a strategic plan to guide the new organization’s evolution.    

CQPI: The Organization’s planning process 


Continuous Quality and Performance Improvement (CQPI) became the mantra of the new merger. This was important for a number of reasons. It was clear that a new culture needed to emerge for this new organization, rather than one organization’s culture over the other. It was also obvious that no standards for assessing service performance were in place. Funders and even individual donors were increasingly looking for objective assurance that programs had clearly stated outcomes and that they were being monitored to guarantee their effectiveness and efficiency. Lastly, the organization’s leaders knew, for the sake of the merger’s success, that stakeholders from all levels of the operation needed to be involved in formulating a strategic roadmap for the agency to follow over the next few years.


It was at this point that the strategic plan was conceived of as the central component of CQPI, with the objective to improve services to people, on an ongoing basis. This became the hallmark characteristic of the new organization’s culture. As such, CQPI was conceived of as a commitment to urgently and continually improve all aspects of the organization’s functioning as a process that identifies important improvement opportunities and involves various stakeholders in the planning and implementation of these changes.  We also think of it as our guarantee to the community that what we do is both effective and efficient, i.e. our services produce positive outcomes for clients; and we are proficient in the use of our resources 


After various retreats, meetings and study, the strategic plan designed by a board and staff committee, provided a set of destination points or targets for the organization to strive for over a three-year period. These destination points were described as constant, cornerstone components, which are essential to any successful organization’s drive toward excellence.  These focused on: 

· having an outstanding workforce of staff and volunteers;

· operating in a fiscally viable, reliable and responsible manner;

· providing outstanding services that are convenient, accessible, and sensitive to the particular needs of clients;

· being able to demonstrate to the community the significant results and impact of the organization’s work on the lives of those in need; and

· functioning in such a way that the quality of life for all Long Islanders is improved. 


With this CQPI framework, an annual planning process was developed to give clarity and specificity to these global destination points. The version adopted for fiscal year 2001 has four components. It began with an update of the strategic plan by the organization’s strategic planning committee. This committee is comprised of members of the board of trustees and key staff who review and update the three year, rolling plan based on FCA’s mission and values; its strengths and limitations; changing demographics and evolving needs of people; gaps in services; and projected financial resources. 


The executive team, which consists of staff who have agency-wide responsibilities developed the second component. Organizational goals (“imperatives”) and work plans were identified and developed that must be accomplished during the current year. The team monitors progress of these organizational-wide goals throughout the year. In addition, each member specified functional improvement goals that he/she is committed individually to achieve. Progress toward these are reported and discussed on a quarterly basis.


The third component of the annual planning process occurred when the directors of organizational programs completed “program specifications” stating each program’s rationale, philosophy, services provided, and projected a set of outcome goals for each program to be reviewed quarterly. At the end of the year, each program is expected to produce an annual report summarizing the status of projected outcomes, include data from client satisfaction surveys, as well as the results of case record reviews. FCA’s Peer Review Team monitors this by obtaining a sample of each program’s case records to check for completeness and quality of care. Also included is any input from the organization’s Incident Review Committee, which analyzes program accidents, incidents, or grievances of clients or staff in order to learn from all problems with the intention of adjusting organizational procedures as warranted.


The work of the CQPI committee is the fourth component of the annual goal setting process. This committee consists of a cross section of agency staff who identify organizational-wide quality improvement goals based upon a review of the organization’s updated strategic plan and the annual reports of programs. This data helps the committee to select items for focused work during the year through the use of task groups that report to the organization’s executive team.    


The primary purpose of each component of the annual goal setting process is the relentless pursuit of improvement in every aspect of the organization’s functioning so that it might be increasingly more effective and more efficient for clients and the community at large. 

THE STATE OF THE ART


At this writing Family and Children’s Association is closing in on four years of operation as a new not-for-profit human service agency. In many ways the first two years were given over to internal relationship building and the formation of management and communication mechanisms to facilitate the merger of two entities into one. In the third-year, the agency began to formulate many of the processes noted above, and in the forth-year actualized these into a formal system of annual goal setting punctuated by quarterly results and learning sessions. 


A significant factor in moving forward on this agency-wide planning process was the organization’s decision to seek national accreditation from the Council on Accreditation for Services to Families and Children (COA). Before merger, the two organizations had such accreditation and the desire was to carry this status forward into the new entity. In the second year of operation, FCA decided to go forward with accreditation as a new agency. The standards of COA have proven to be most helpful in knowing what the state of the art is in administering modern, effective organizations. It has also been most helpful in ameliorating the stress and strain of the early days of the merger by providing objective, national standards to reach for that do not represent residual elements from one organization over the other. Accreditation has not only helped FCA to formulate and live by “best practice” standards, it has also assisted in merging the former organizations into a coherent, functioning whole, and has given birth to a new culture that seeks quality improvement in all that we do as an organizational characteristic.    


What has worked so far is that many stakeholders from across the agency have been involved in formulating a strategic plan.  They are also currently involved in various, targeted activities to implement the plan annually. For instance, task forces have been formed to “flesh out” the Hagedorn center, a newly developed family resource center in an impoverished community; to address more effective ways to attract and retain new staff; and to recommend better safety procedures is all office settings. In these and other ways, staff have coalesced around the primary goal of continually improving the agency as a human service vehicle for the community. 


Also in place is a system of review and monitoring that is all encompassing, rather than piece meal or relegated to some agency components and not to others. This system meets COA standards and provides administration with an effective tool to assess the whole organization. What is not clear yet, however, is the degree to which program outcomes are adequately stated and the degree to which they are consistently reviewed. Disagreement remains over the relevance of certain outcomes that are more process in nature and do not give a clear sense of their impact on clients’ lives. However, we believe that this mirrors what is characteristic of the nonprofit field.  Much work needs to be done to ascertain what are credible and realistic service outcomes that are measurable.


Nevertheless, the organizational structure and system is in place, and will be reviewed by the end of this year so we can go forward into the next. This will help to improve the organization’s functioning for the sake of the community we serve. The plan is that each year Family and Children’s Association will be a truer and more effective rendition of its tag line: the human service network for Long Island. 

CONCLUSION


In this paper, the usefulness of developing a strategic plan for nonprofit organizations within the context of continuous quality performance improvement (CQPI) was discussed. It is likely that nonprofit organizations will be increasingly more challenged to provide effective services while competing with public and proprietary organizations for declining government funds (Boardman & Vining, 2000).  Since strategic planning in the nonprofit sector must take its direction from dynamic and changing environments, organizational leaders must develop strategies for keeping the organization focused on its mission and goals. Although traditionally the nonprofit world has struggled with measuring abstract principles, never has there been more of a need for nonprofit managers to concretely measure its quality and effectiveness.  Increasingly, funders and individual donors are seeking objective assurance that programs have clearly stated outcomes and that they are being monitored for their effectiveness and efficiency. 


CQPI is one tool that nonprofit managers can use within the context of their strategic plan to promote a common value system and organizational culture. Through the use of CQPI, the organization commits to an organized process, which focuses on continually improving all aspects of its functioning and builds upon assessments received through a formal feedback process with the goal of improving quality for its community (Mikulas & Cohan, 2001). 


There is no one-best method for strategic planning in the nonprofit sector.  But for certain, planning is crucial for the nonprofit organization’s survival. Quality services do not just occur. Rather, the provision of continuous quality services for an organization’s constituents requires an ongoing process. Once equipped with insight into the organization’s functioning steps can be taken to make improvements where needed and to assure that the mission of the organization is central in its daily operation. 

ACKNOWLEDGEMENTS

The authors express their appreciation to Philip Mikulas, Chief Operating Officer, FCA for his insightful comments on the case study.

REFERENCE

Boardman A.E., & Vining, A.R. (2000). “Using Service-Customer Matrices in Strategic Analysis of Nonprofits,” Nonprofit Management and Leadership. 10 (4), 397-420. [On-line]. Available: http://proquest.umi.com.

Bryson, J.M., Gibbons, M.J., & Shayne, G. (2001). “Enterprise Schemes for Nonprofit Survival, Growth, and Effectiveness,” Nonprofit Management and Leadership, 11 (3), 271-288. [On-line]. Available: http://proquest.umi.com.

Dina, R. (1993). “Toward a New Nonprofit Structure: Lessons from the Past,” Nonprofit World, 11 (4), 37-41.
Lyddon, J.W. (1999). Strategic Planning in Smaller Nonprofit Organizations: A Practical Guide for the Process (Management Guide #7). [On-line]. Available: http://www.wmich.edu/nonprofit/ Guide/ guide7.htm.

McNamara, C. (1999). Strategic Planning in Non-Profit or For-Profit Organizations. [On-line]. Available: www.mapnp.org/library/plan_ dec/str_plan/str_plan.htm.

Mikulas, P., & Cohan, N. (2001). “The ABC’s of CQPI.” Unpublished manuscript. 

National Center for Nonprofit Boards. (2001). What is the Nonprofit Sector? [On-line]. Available: www.ncnb.org/askncnb/know1_2.

Nonprofit Genie. (2001). Why Plan? (on-line]. Available: www.genie.org.

Pecora, P., & Seelig, W.R. (1997). “The Changing World of Service for Children and Families in Quality Improvement and Evaluation.” In Pecora, P. J., Seeling, W. R., Zirps, F. A. & Davis, S. M. (Eds.), Child and Family Services: Managing into the Next Century (pp. 5-25). Washington, DC: CWLA Press.

Romney, V. (2001). Strategic Planning and Needs Assessement: For Schools and Communities. Available at: http://eric-web.tc.columbia. edu/admin_finance/strategic.

Skloot, E. (2000). “Evolution or Extinction: A Strategy for Nonprofits in the Marketplace,” Nonprofit and Voluntary Sector Quarterly, 29 (2),  315-324.

Steiner, J.R., Gross, G.M., Ruffolo, M.C., & Murray, J.J. (1994). “Strategic Planning in Non-Profits: Profit from It,” Administration in Social Work, 18 (2), 87-106.

Urban Institute. (2001). “The Nonprofit Sector: 10 Basic Questioned Answered.” [On-line]. Available: www.urban.org/news/factsheets/ nonprofitsFS.html 

Wilbur, R. H. (2000).  The Complete Guide to Nonprofit Management (2nd ed.). New York: John Wiley & Sons, Inc.  

Wolf, T. (1999). Managing a Nonprofit Organization in the Twenty-First Century.  New York: Simon & Schuster Inc. 

Zastrow, C., & Kirst-Ashman, K. K. (2001). Understanding Human Behavior in the Social Environment (5th ed.).  Belmont, CA: Wadsworth.


