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Critical Issues for Nonprofits over the Next Decade:

Governance, Economy and Technology

Introduction


Over the next ten years, nonprofits will face a series of issues that will change how they function in society. In this paper, we will examine three of those concerns, including developing more transparent governance policies, anticipated economic declines and rapid-fire changes in technology. If nonprofits are able to adapt and address these concerns, they will be well-poised to meet their missions, but these adaptations will not be quick nor easy for nonprofits to undertake. Rather, they will require education, planning, and innovation for nonprofits to successfully achieve their mission objectives while making the biggest social impact. 

Governance

A major issue that will influence nonprofit organizations in the next ten years deals with governance. Corporate governance and ethics have received increased public scrutiny after the recent spate of high profile scandals involving well-known organizations such as the United Way of America. These events have heightened public and corporate awareness of good corporate governance, ethical conduct, and transparency. Good corporate governance encourages transparency, inspires trust and operates in a moral and ethical manner where the interests of all stakeholders are safeguarded. 
Although nonprofits do not have to adhere to the same stringent corporate governance standards and legislations by which all publicly traded companies are required to comply with, nonprofits are bound by some of the broad rules, regulations, processes, and laws that apply to commercial enterprises. Thus, it is vital that nonprofits demonstrate stewardship of donated resources if they want to stay in business (Financial Management of Not-for Profit Organizations, 2011). They need to demonstrate that they are reliable trustees who are capable of managing and administering the donated resources. 

The Sarbanes-Oxley Act of 2002 has called for reforms in corporate governance in both for-profit and nonprofit organizations. This Act seeks to address issues around financial reporting and documentation, financial transparency, management compensation, and conflicts of interest. According to Grunewald (2008), these reforms will benefit the entire society by focusing on reputation, integrity, and transparency of modern corporations. It can be predicted that these regulations and legislations will be expanded to apply to nonprofit organizations, in the near future. 

Currently, nonprofits do not have to disclose audited financial statements to the public like their corporate partners. However, they are mandated to “complete financial statements in conformity with generally accepted accounting principles (GAAP), accompanied by a report of an independent CPA” (Nonprofit World, 1991). Upon request, a nonprofit organization is required to disclose all of its financial information, including resource allocations and detailed annual budget.  Nonprofits are also required to adhere to the two aspects of the SOX legislation dealing with the whistle-blower protection and prohibition against document destruction. Even though it is not a legal requirement, many nonprofit organizations have voluntarily decided to follow the guidelines of the Sarbanes-Oxley Act (2002) to provide some financial oversight of the sector for example, California's Nonprofit Integrity Act of 2002. 

It is expected that additional legislations will be imposed on nonprofits in the near future. Legislation will require nonprofits to be transparent by publishing and distributing their financial statements to stakeholders, similar to publicly traded, for-profit companies. Nonprofit organizations that have embraced these legislations long before they become mandatory will have a competitive edge and will be able to garner more support and donations, compared to their partners who have not done so. 
As more donors have ready access to the latest information, there will be increasing scrutiny on how nonprofits handle the funds entrusted to them. Technological advances combined with the reforms of the Sarbanes-Oxley Act will result in more transparency in the sector. Nonprofits that are willing to operate in a transparent manner even before legislation mandates it, will garner strong support from stakeholders. Traditional methods of nonprofit operations will no longer be accepted or sustainable. Internal reforms in the sector will result in an increase in public trust in the integrity of nonprofit organizations and of their boards of trustees, thus benefiting all concerned (Grunewald, 2008).  

Governance Recommendations

Nonprofits need to take some proactive steps in light of this future trend and set contingency funds aside to meet critical aspects of these legislations. As an immediate step, nonprofits should publish and distribute their financial statements to all stakeholders. They also need to collaborate together to design transparent performance measures that will enable stakeholders to compare various organizations across the sector, and ascertain their effectiveness in bringing about social change. A collective effort from the donor community is necessary to develop performance measures with relevant and measurable criterion that can be applied in a uniform manner. The entire donor community has to work together to “develop appropriate measures of social impact” and make these metrics easily available and accessible (Lowell, Silverman & Taliento, 2001).  It is probable that these measures will emerge in the near future with the availability of information that is voluntarily provided by most nonprofits.



The Effects of a Downturned in Economy of Nonprofits
The economy plays a very important role as to how nonprofit organizations operate. Because they are not government entities or receive much government funding, they depend heavily on private donors and or other supporting organizations.  According to James (1983), nonprofits rely on “voluntary raised revenue.” Without the guarantee of consistent funding, nonprofits face the risk of being shut down or drastic layoff of employees (James, 1983). With a “break-even” mentality, the agencies are faced with uncertainty of social services and or production (James, 1983). When the economy is in a downturn, the donors who give tremendously to organizations, such as churches, shelters, and social welfare services, are affected and in turn, so will their monetary assistance. With the sources of revenues that may come in from fundraising drying up (e.g., people may not want to spend their money if the economy is in a recession), nonprofits are put in a bind. Instead of organizing the services they may want to provide to its clients, the dilemma now turns to prioritizing what services they can actually provide. 

In the face of an organization facing economic hardships because of a recession or unstable economy, agencies must be creative in order to save its employees. A study conducted by the Meyer Foundation and Compasspoint pointed out that “84% of more than 3,000 executive directors surveyed reported were affected by the economic recession, and 28% of minority-led nonprofits were faced with hardship while white led nonprofits were affected 18%,” (Philanthropy Journal, 2011). With such startling numbers, many nonprofits were forced to lay-off employees, cut their services, and even close down the organizations. According to Besel, Williams, and Klak,  the Philanthropic Giving Index (PGI)  fundraisers fell to its lowest since the studies were first conducted in 1998 (Besel, William, & Klak, 2011).  With the lack of fundraising and the shortage of jobs, nonprofits are unable to accurately provide the services that their clients desire. Organizations now must think not only about their clients and their services, but they must also worry about the staff and if they can adequately provide jobs and benefits for their staff.  Nonprofits provide a great deal of services for the community, in many ways that for-profit organizations do not and as the economy tends to get better or worse, the fate of nonprofits usually depends on how much monetary assistance they will receive. 


While the high demand for nonprofit and their services will more than likely be needed in the future, the actual future of nonprofits will be scarce without the proper budgeting or resource skills. The executive director for the Center of Philanthropy believes that “with the decline of confidence and fundraising, nonprofits are still encountering difficult times and anticipate more ahead” (Besel, Williams, & Klak, 2011, pg, 53). With the lack of confidence in how nonprofits will thrive and the difficulty of fundraising, it is suggested that organizations need strong leadership and strategies to keeps organizations afloat and resources stable. If not the future of nonprofits in general could become close to nonexistent. 

Economic Recommendations
An essential element into the survival of nonprofits in a downturned economy lies partially on the responsibility of its management. Executive directors and board members have the responsibility to make proposals and find valuable resources or ideas that would help to build the organization and its employees. As the Foster and Fine article suggest, board members and leaders should sit down and discuss various marketing and funding ways to make the company grow (Foster, Fine 2007). Alongside with discussing the proposals and employee morale, Nonprofits as the saying goes, “should prepare for the worst.” Having an effective budgeting plan for savings of donation money can really come in handy when the economy is in a slump. While the money will eventually run out, it can still help the organization to buy some time in its efforts to find other ways to generate some revenue. While a recession in many ways is unavoidable, it is a good idea to have a mapped out plan for what to expect in the worse of economic situations. 

The Future of Technology in Nonprofits


Technology is changing at a rapid pace, regularly upsetting standards for nonprofit’s internal operations as well as how they interact with current and potential audiences. With that in mind, it is important to try to predict technology advances and how they will affect nonprofits. While some of these predictions may sound far-fetched as science fiction, technology will continue to advance and what seems imaginative today may indeed be reality tomorrow. 


According to the Pew Internet & American Life Project, a quarter of adults in America today own a tablet computer, 66% of adults between the ages of 18-29 own smartphones (and 88% of all adults own at least a cellphone), and 82% of adults go online (Rainie, 2012). Being increasingly plugged in is already changing how people interact with nonprofits. For example, as of January 2012, 9% of Americans had used texting to send donations to charities; a percentage that will certainly rise over the coming years (Smith, 2012). 

How can nonprofits determine the technologies on which to focus their attentions? The New Media Consortium offers a list of a few key technological advances expected to have large effects on nonprofits, especially those in the cultural sector. According to their Horizon Report: 2011 Museum Edition, cultural nonprofits should focus on mobile apps and tablet computing within the next year; augmented reality and electronic publishing in the next two to three years; and digital preservation and smart objects in four to five years. 

On a wider scale, The Futurist (2012) provides a round-up of predictions in a range of areas that affect nonprofits over the coming 10 – 20 years. When it comes to medical technologies, for example, they highlight expected innovations like nanorobots, which may “carry molecule-sized payloads [of medicine] and can detect and attack cancer.” They proffer that this advance will be available within the next 20 years. Perhaps even more startling is the idea of “telempathy,” in which neurotechnology allow peoples to exchange thoughts and feelings through a future version of the internet; an idea that may completely revolutionize current understandings of civil society. In fact, they predict that tablets and computers will become obsolete, as everything in the world will begin blending technology and reality, making dedicated hardware useless. However, most of these changes are so extreme and distant that it may be difficult for the majority of nonprofits, especially smaller and volunteer-run organizations, to prepare for them adequately today. 

How can nonprofits prepare for these technological changes? On one hand, as many smaller nonprofits have flexible, less bureaucratic organizational structures, they may be more suited to changing their nature than their private and government sector counterparts. At the same time, many nonprofits tend to operate reactively, and given their typical shoe-string budgets, it may be difficult for them to prepare for or purchase new technologies. Larger, more organized nonprofits may respond to technological changes much in the same way as corporations in the private sector will. 

In the article “Predictors of Administrative and Technological Innovations in Nonprofit Organizations” (2011), Jaskyte notes that a “decentralized authority structure” makes it easier for nonprofits to employ technological advances, although she points out that centralized structures help establish more administrative innovations. 

Either way, leadership likely plays a critical role. The right leader will help “facilitat[e] adaptation and change” while “maintaining external legitimacy [and] obtaining resources.” However, more empirical work needs to be done to study the role of leadership in advancing nonprofits’ technology. Jaskyte notes that “Because technological innovations are developed primarily from the bottom up and are introduced in the technical core, it is critical to stimulate employee creativity, which is the starting point for any innovation.”

Technology Recommendations

Nonprofits should keep abreast of reports predicting technological changes. Many reports are produced by discipline-specific associations, which will likely be the most useful way for nonprofits to wade through the myriad of predictions.

Staff should be encouraged to explore technology creatively and together to see how they may better perform their routines and interact with audiences. However, policies should be developed to provide guidelines for this exploration. 

Leadership should create a multi-year technology plan that will consider infrastructure changes, roles and responsibilities, finances and evaluation of new technologies in the nonprofit. This technology plan should be a segment of a nonprofit’s institutional plan. 

Conclusion

As is apparent from this report, nonprofits will not be able to operate in the same fashion as they had previously. They will need to find new and innovative methods to continue their work and achieve the biggest social impact. Notably, these findings do not reflect on the central core of nonprofits, their missions and why they exist. Although how they achieve and financially sustain those missions will undoubtedly change over the following decade, the need for their work will not. If anything, these changes reflect on the importance of nonprofits in society. 

In times of economic decline, it may be difficult for nonprofits to secure their needed financial reserves however, this only underscores the larger need for them to succeed and to help their targeted audiences. 

The call for greater transparency showcases that while public trust is no longer ubiquitous, it is paramount to achieve, because the public – and the government – demands it. Civil society wants to have faith in its nonprofits and to know that they will be honest and secure organizations. This transparency will lead to greater trust and to more understanding of the critical work that nonprofits undertake. 

Technology changes will both help and hinder nonprofits in realizing their economic and governance updates. New technologies will allow nonprofits to communicate these changes to the greater world and share their missions more broadly, but they will also require internal and external education, costs, and planning. 

These changes are unavoidable, but they are surmountable for the field if they are taken seriously. Nonprofits need to find innovative solutions to these issues, plan ahead, collaborate, and seek out adequate assistance if they want to be viable and provide maximum impact to the society.  
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