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Executive Summary

The purpose of this report is to identify best practice among nonprofit organizations that

deliver human services and to make recommendations to Sedgwick County for improving

its contracting procedures to enhance the delivery of public services provided by nonprofi t

agencres The study used a variety of methods including literature review, interviews,

~focus groups, review of the performance standards of several professwnal associations,
_'.and content analysrs of human service contracts for a number of urban counties.

o '-'The nature and extent of contractmg between govemment and nonprofit organrzatlons is

changmg Governments are contracting out more services to nonproﬁt organizations and_ _
“nonprofits are receiving larger amounts of their total revenue from government, -“Until ..
‘now, the nonprofit sector has beneﬁtted from being small and largely out of sight.

i Success has changed this, with growing demands for accountability” (We1sbrod

©1997: :552).- When governments produce services chrectly, accountabrlrty to the public 1s.. L

~ . assured through the electoral process and the presence - of a hierarchical bureaucracy that

: "makes l1ne workers answerable to. supervisors who are ultimately answerable to elected
offictals. "When governments contract for services with for-profit {irms, market: :

o '_'compet1t1on enforces accountabﬂlty for cost and service quahty Nonprofit orgamzanons _ =

lack both political and market feedback systems to ensure accountability. Increased -
_contracting with government requires development of additional methods. This report

- ‘summarizes three basic models of nonprofit accountability: standards/cornpllance

e 'outcomes/perforrnance and capacity building. . It is recommended that Sedgwick County, -

SR acting as an individual contracting institution, employ a combination of the first two

- -rnethods while workrng with other funding agencies to explore the feasibility of
_ supportmg capac1ty bulldmg in the local human serv1ce nonproﬁt sector )

| '.Accordmg to 1ts Legal Department Sedgwmk County contracts w1th a wide vanety of for-

- - profit and nonproﬁt organizations. In 1999 the department prepared 657 contracts that _

- ranged from equipment leases to large capital improvement projects. Of those 657
- contracts, approximately 250 were for programs operated by the Division of Human -
- Services. The value of human service contracts in 1999 exceeded $50 mrlhon 1nclud1ng

. :Medrcald rermbursements
Best Practice

Thrs study explores best practice in governance, administration and ﬁnanc;al management
among nonprofit orgamzatlons throughout the Unrted States.

Very few nonproﬁt boards concentrate sufficiently on governance. Board members are
too often selected for their fund-raising or public relations potential with [ittle sensitivity
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to the importance of governance and the interdependence between the organization’s
mission and the community’s assets and needs. No single model of governance will work
for all nonprofits. Individual boards should examine the various models and determine
what will work best for them, keeping in mind that boards of the most effective
organizations maintain a healthy, collegial tension between the board and the agency’s
management.

The best nonprofit organizations practice prrncrples of strategic management They have
“clearly articulated missions that are reviewed periodically. They have annual operating
plans that include specific goals. Programs are evaluated regularly for both service levels
and client outcomes. Employees are provided opportunities for professional development
Personnel problems are handled promptly, fairly and consistently. Accurate records are _
maintained and available for audit. Agency operations are guided by budgets and mission.
Financial reports are produced and reviewed on a regular schedule. Managers are

- cognizant of productlon costs and set consumer charges and contracted service rates
accordmgly . : '

Recommendations

' The recommendatlons presented in the body of the report from g pages 17 25 are based on
the findings of best practlce in nonprofit organizations. They are organlzed into three _
content areas - governance, adm1mstrat10n and financial management of nonproﬁts each :

'w1th respect to preventlon wammg 31gns and early 1ntervent10ns

- Sedgw1ck County should insist that agenmes w1th whlch it contracts be able to document -

e implementation of basic principles of strategic management and policy governance, .
- including clear mission statements, annual budgets and operating goals, ‘accurate and

'_tlmely ﬁnanmal reports and regular program evaluation. The County should sponsor and
fund trammg for board members and admmlstratlve staff to help agencres acqurre or refine -
skllls . - : : _ - g

- Sedgw1ck County should mamtam a checklrst of early warning signs of problem behavior
~on the part of contracting agencies. If an agency demonstrates four or more of these
_‘warning signs, the County should immediately begin a conversation with the agency board

“chair or executive director 10 clarify the situation and resolve problems. In the event that

early intervention fails, the County should retain the authority to apply financial or
reporting sanctions and ultimately fo cance! any contract for which the nonproﬁt agency

. con31stently fa11s to meet performance levels. :

- Enhancmg the dellvery of pubhc services by nonprofit agencies requires that Sedgwick
County invest in its own capacity to contract effectively. The County needs improved
informatton systems and workers skilled in contract negotiation and management.
Sedgwick County should strengthen its commitment to its mission to “establish, maintain
and nurture partnerships to ensure effective and efficient delivery of services” by
improving communication with nonprofit organizations, by involving nonprofit agencies
more heavily in joint planning, and by examining and clarifying the multiple roles played
by COMCARE.
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The current public human service system is the result of numerous piecemeal changes that
have taken place over several years. Now is an ideal time for elected officials to engage in
a public discussion of basic policy questions about what human services should be
publicly provided, who should receive them, and who should deliver them.

iv



ENHANCING THE DELIVERY OF PUBLIC SERVICES
BY NONPROFIT AGENCIES

The purpose of this report is to identify best practice among nonprofit organizations that
deliver human services and to make recommendations to Sedgwick County for
improving its contracting procedures to enhance the delivery of public services
provided by nonprofit agencies. Three content areas will be addressed - governance,
‘administration and financial management of nonprofits - and recommendations will be
made with respect to prevention, Wannng 51gns and carly mterventions '

: INTRODUCTION

Public funding of human services provided by nonprofit agencies has increased

significantly over the past 30 years. This has happened for a number of reasons.

Federal and state governments have devolved responsibility for many programs to the :
-Jocal level. In Kansas over the last ten. yeats, pohc1es on mental health reform and -

L hospital closure greatly expanded the demand for community- based services for the .

* mentally ill and developmentally disabled. In addition, the state opted to contract case |
-management of Medicaid services for the eiderly to Area Agencres on Aging and to
' estabhsh new Juvenile Justlce programs at the }udicral chstrict level

R The emergmg realrties in the evolutlon of the relationship between government and
' _human service nonproﬁt sector. are R 2 : : : :

1) Nonproﬁt agen01es are dehvenng a diverse array of essent1a1 commnmty
:_servrces ' - : :

' 2) 'Nonproﬁt agen01es 1ncreasmgly rely on pubhc ﬁnancmg for the dehvery of
o -serV1ces : : : : :

3) '.Increased pubhc ﬁnancrng of service dehvery by nonproﬁt agencres carrles'
' demands for publlc accountabrhty : s

- 4) Many local governrnents are obhged 0 conduCt'relations with nonprofit N '
_ "agencres that deliver services to the most vulnerable re31dents of the .
-community ' : : _

: 5) :'Managed care has emerged asa model of contracting which transfers
' _'ﬁnanmal rlsks from funders to service provrders -

When governments produce services directly, accountability to the public is assured
through the electoral process and the presence of a hierarchical bureaucracy that makes
line workers answerable to supervisors who are ultimately answerable to elected
officials. When governments contract for services with for-profit firms, market
competition enforces accountability for cost and service quality.



When public services are contracted out to nonprofit agencies, ensuring accountability to the
taxpayers and service recipients becomes more complicated than when government produces
services directly or contracts w1th for-proﬁt orgamzatrons

Across the nation public officials are attempting to better understand and manage their
jurisdiction’s relatronshrp wrth nongovernmental agencies. :

Government’s growing rehanee on its partners in the pnvate and nonproﬁt sectors
“ means that its success in many cases has come to depend in large part on how weil
- those partners perform. That reliance also raises serious questions about
governance and accountability. . .. [G]overnment is no longer a buyer dealing at
arm’s length with a seller, but a partner in a virtually seamless, mutually
: _dependent xnterrelatlonshlp [emphasrs added] (Kettl 1993 13)

. Sedgwrck County recognrzed the changmg service dehvery environment when the Board of
|County Commissioners adopted its mission statement in November, 1995. “Our mission is .. .|
~|to estabhsh ‘maintain and nurture partnersh1ps to ensure effectlve and efﬁc1ent dehvery of

semces

The County s, relat1onsh1p Wlth human service nonproﬁts is an 1mp0rtant component of 1ts abrhty _

" to “‘assure quality pu‘ohc services that prowde for the present and future well~be1ng of [its] .~ '
' citizens.” This report includes suggestions for how to best develop, nurture and sustain .
L partnershlps Wlth human service nonproﬁt orgamzatlons : Lo :

e Sedngck Coumy Contracts =

' Sedilck County oversees the dehvery of human services in a number of program areas - _
including ; mental health and substance abuse, aging, developmental drsabrhtres youth crime _
prevent1on and juvenile justice. The role played by the County differs across program areas. For
; ‘some programs the County is a direct provider of services. In others it contracts with prwate

~-agencies to deliver services. The followmg tabIe summarlzes County functrons in the varlous -

' program areas.

.Program Ar_ea_ c Planmng/ D_ireet Service Contra'et for | -Quality =
o Coordrnatron - ‘Provision - Service Assurance
Mental I—IealthfSubstance 1 :. x x ) X | X
' . Abuse '
Deyeloprnental'Disabilities X X X
| 'Aging o X x* X X
Juvenile Justice/Youth X X S
Crime Prevention - ' ' B
* Services are limited to a portion of Medicaid case management.
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According to its Legal Department, Sedgwick County contracts with a wide variety of for-profit
and nonprofit organizations. In 1999 the department prepared 657 contracts that ranged from
equipment leases to large capital improvement projects. Of those 657 contracts, approximately
250 were for programs operated by the Division of Human Services.

Understanding the scope of Sedgwick County’s human service contracts is complicated by the
fact that each of the programs operates differently and many of the contracts do not involve
direct County spending. The County awards “affiliate” status to private organizations. In so
“doing, those organizations are granted the ability to bill the State for Medicaid reimbursement.
Summarizing the contractual situation is further complicated because Medicaid billing is handled
~ differently for mental health, developmental disabilities, and aging services. There is no simple
way to determme a smgle dollar figure for Sedgwick County s human service contracts. Funding

- sources are ofien received on a fiscal year basis different than the calendar year used by the -

K County Many of the contracts are estabhshed on an hourly or as needed bas1s

Itis also d1fﬁcu1t to determme the number of chents served by contracted services. For example

. the Area Agency on Agmg maintains unduplicated client counts for individual programs, but has

no 1nformat10n systems that identify unduplicated counts across programs. In other words, a

.. client who receives services from more than one program, e.g. meals and in-home services,

~ “would be counted twice if the department reported a count of total chents served. The same
T problem ex1sts for most of the other program areas o L o

The followmg table is a rough estlmate of contractual spendmg for human serv1ces 1n 1999

Estlmated Sedgwnck County Human Servme Contracts, 1999 S

vy _Proglfa_rh_Area'_ '_.Nlirhber_Of | Number of - Expehditures_
P Contracts |} ‘Agencies I
| pevelopmentat Cus |4 | s2s0million)
.|| Disabilities™ - L ERER T
| Mental Health* - 35 19 [ $5.5 million
| Prerrenfio_h o 10 9 $1.0 rhillioh
lAging=# 147 113 . | $19.9 million
|| corrections 21 18 | $3.4 million
Total 258 203 | $54.8 million

* Includes Med1ca1d relmbursements
# Tigures are for a multi-county area of which Sedgwrck County makes up a

si gmﬁcant maj or1ty




METHODOLOGY

This study employed several methods to collect information on nonprofit governance,
administration and financial management. First, meetings were held with County officials,
COMCARE staff and United Way executives to solicit input and suggestions for further
1nterv1ews

Two focus groups were held to col]eet in-depth insights from exeeunves a:nd board members of
- human service nonprofit agencies that contract with Sedgwick County. Individuals from nine
different agencies participated. The focus groups were facilitated by two staff members from
Wichita State University’s Self-help Network who have experience with this type research.
~ Questions posed to the focus group participants centered on identifying best practlce in nonprofit
- management and governance and on the re1at10nsh1p between the agenc1es and Sedg\mck County.
A staff member of the Center for Urban Studies also interviewed ten state and local organizations
10 detenmne the avallablllty of tralmng for board members and key ofﬁeers of nonproﬁts '

e A mee‘nng was held with a large group of executlves of nonprofit agencies funded by Unrted E
- Way. This meetrng collected ideas on contraetmg practices that can foster healthy. partnershlps

7 and quality service delivery. Individual interviews were conducted with over two dozen agency
~executives, board members, and management level staff of the Sedgwmk County Division of =

o .Human Service to help rdentlfy best practice in governance, ‘administration, and financial -

| ~management. Interviews were conducted by faculty from WSU’s Hugo Wall School. of Urban

-and Public Affairs and Self- Help Network. It is important to note that focus groups and _
interviews were very well received by participants, particularly by board members who are rarely

o ~included in policy discussions. :Many commented that they apprecrated that Sedgmek County -

provrded a forum for their ideas. Many partrerpants suggested that area nonprofits and Sedgwick .
_ County continue an open dialogue in order to strengthen thelr partnership, address ehallenges o
-and gain a shared vision for the future. A detailed summary of foeus group and interview ﬁndlng

ffrom the Self Help Network is 1ncluded in Appendlx A. o :

' There is a growing academlc 11terature on the nonproﬁt sector. The literature search for this
study was narrowed to the subset of nonprofits that contract with state and local governments for
the delivery of human services and to general principles of high quality administration, financial
management and governance. A partial bibliography is included with this report. The National

- Center for Nonprofit Boards and the Association for Research on Nonprofits and Voluntary
Associations were consulted to help identify recent pubhcanons on nonprofit governance
admmlstratlon and financial rnanagement

Accred_iting standards for some professional service organizations were reviewed. These include
~ ‘Communities in Schools, CARF (The Rehabilitation Commission) standards for employment and
community services and for behavioral health, and the Maryland Association of Nonprofit
Organizations. A large group of nonprofit organizations including Salvation Army, Catholic
Charities and National Mental Health Association has developed a Statement of Principles on the



Privatization of Social Services that has useful ideas for government contracting with nonprofit
organizations.

Finally, sample human service contracts were requested from several urban counties across the
country. Contracts were received from Orange County, Florida (Orlando); Polk County, lowa
(Des Moines); Jefferson County, Kentucky (Louisville); Montgomery County, Maryland
(Rockville); Ramsey County, Minnesota (St. Paul); Dane County, Wisconsin (M11waukee) and
the state of Nebraska for Douglas County (Omaha)

BEST .PRACTICE

A great deal has been written about nonproﬁts in recent years. Although there is no clear
* agreement about what practices define a “g00d” nonprofit, some common principles of best
practice in governance, administration and financial management have appeared.

. .Governance

o The governance of nonproﬁt agencres and issues related to pubhc accountabrlxty of the

~ governance of such agencies has been a subject of controversy throughout the history of the _

- nation (Hall, 1997). Private, voluntary associations of various kinds have served public purposes o
- from the beglnnrng of nat1onhood The underlying issue for public officials, however, has been

" how such, .organizations should be held pubhcly accountable The unlquely American solution to = -

. this. dllemma has been the creanon of governlng boards 1ndependent of government yet 1nfused
--wnh pubhc purpose : - - : S

g _Increased pubhc ﬁnancing of nonproﬁt' agencies has heightened the tension between public o
‘accountability and independent governance of the nonprofit sector. One problem is that too_

o many boards fail to perceive the public purpose of the organization and 1nd1v1dual board

members are unprepared for the responsrblhty of belng accountable for agency operatrons and .:
ﬁnances : : '

| Local F zndmgs

'The focus groups and interviews held Wlth executrves and board members of nonprofit agen01es N

© . in Sedgwick County addressed governance questions. There was consensus that a strong, well-

developed board that provided direction for the agency was a prlmary characterlstlc ofa good
' nonproﬁt More speclﬁcally, severaI comments mcluded :

CCA good nonproﬁt starts Wlth hav1ng a good board one that has a strong 1nv01vement
Wlth the mission and dlrcctlon of the orgamzauon

“Boards_need to be involved in the _strategic planning process of the organization.”

. “A board can help make strategic decisions and problem-solving”



Interviews were also held with several individuals who hold management positions with
Sedgwick County. Their views on governance were consistent with many of the focus group
participants. They suggested that board members need to be flexible and “keep up with the
times” and continually reexamine their mission, values, and why they are doing what they are
doing. County human service managers have little contact with boards until a problem occurs
and then they arc Very aware of how the board operates

Taken together, responses from representatrves of both public and pnvate sectors clearly
recognize that boards are an important element to a successful nonprofit. There were also several
suggestlons regardmg how to develop boards so that they can be more useful.

| “Have a strong nommatlng commrttee that tracks attendance and 1nvolvernent and
follows up.” :

o “Outsrde consultants are often useful in conductmg board assessments about dutres and to
Thelp set goals for themselves :

“Conduct regular team bulldmg actrvmes and ut111ze self—assessment tools for strengths
‘and Weaknesses - o S : S .

Whlle it’s nnportant to have commltment from board members about What each will do
o for the organ1zat1on it’s }ust as mlportant to take time to celebrate the orgamzauon s
S successes - : :

“ ._ ‘Nanonal Fmdmgs '

There are several models for effectlve nonproﬁt governance Two are of partrcular note. Frrst is
the traditional model promoted by the National Center for Nonprofit Boards, a professronal '
*organization which pubhshes a number of guides for member organization and the general

public.” A recent publication on the basic respon51b111t1es of nonproﬁt boards (Ingram 1996)
stated that boards should L .

N

'Deterrmne the orgamzauon St n:ussmn and purposes

‘Select the chief executive.

3. Support the chlef executive and assess hlS or her perforrnance agamst predetermined
criteria.” S

4. With assistance from staff, ensure effective orgamzatlonal plannmg 1nclud1ng a
statement of mission and purpose, assumptions about the future, current and
anticipated program and services, staffing, board structure and compos1tron financial
projections, fund-raising strategies and public relations.

5. Ensure adequate resources by setting fund-raising targets and evaluating the

performance of the board, chief executive and development director on the basis of

those goals.



6. Manage resources effectively by approving an annual budget and monitoring its
implementation with “clear, intelligible, accurate, and timely financial reports”
(Ingram, 1996: 11); reviewing an annual audit from an idependent accounting ﬁrrn
maintaining cash management controls, appropriate insurance coverage and
Investments.
7. Determine, monitor and strengthen the organization’s programs and services, ensurrng
- that they are consistent with mission and effectively evaluated.
8. Enhance the orgamzatlon s public standing by serving as advocates and communrty
: representatrves and endorsing “an ambitious and effective public relations program”
- (Ingram, 1996:13). Board members communicate with funders on a regular basis.
9. Ensure legal and ethical integrity and maintain accountability through 1 the existence of
o _conﬂret of interest policies, bylaws, and. momtormg the ﬁhng of trmely and accurate '
- reports, including IRS Form 990. o . :
-10. Recrmt and orient neW board members and assess board performanee .

Many human service agencres are accredrted by profess1onal bodres that maintain spe01ﬁc
- standards for board governance that reflect Ingram’s guidelines. In addition, some offer specrﬁc '
: recommendatrons for board size (the Maryland ‘Association of Nonproﬁt Orgamzatrons o

- recommends no fewer than five unrelated individuals and prefers seven or more), composrtron

L (inclusion of some clrents membership that reflects community drver31ty) frequency of meetmgs L
- -(at least quarterly) compensatron and requrred trarmng ' - '

. The tradrtronal model of board governance is commonly used in practrce and Works reasonably -
el for many organlzatrons ‘But as the: nonproﬁt environment has changed over the past few -~ .-

- decades, traditional governance has recerved criticism for failing to provide. accountabrhty and

_ :'rreform An alternative model of board governance was developed in the early-1990s by John

. Carver (Carver 1990 Carver and Carver, 1996; Carver and Carver, 1997) Known as policy .
i governange, it narrows the scope of board responsrbrhty to policy makmg Tt discourages board

.‘ S 'mvolvement in management details. Accordmg to Carver, the governing board of a nonprofit
- ‘agency should be proactive in its role, explicit about values and strategic direction, and long

e range in its primary focus. The roles performed by the board and its chief executive officer

~.- should be separate and d1st1nct1ve This separation of roles should help the governing board -

“focus-on governance and avoid becoming either a meddler in internal agency administration or a .
rubber stamp of the admmlstratron In performmg governance the board should tend to -four -

- prunary assrgnments L

1. Values and Strategic Direction, which are reflected in the questions: What are we
doing? Where are we going? Does the organization have a strategrc plan‘? Does the
- strategic plan answer the following questions:

a. What business are we in? What is the product, service, or value we produce'?
Which needs will we meet? Which consumers will we target‘? What benefits will
we provide for consumers? At what cost? _

b. Why are we good at producing it? What is our relative advantage or drstmctrve

~ competence compared with others? Why do others val_ue it?



¢.  What does the future hold for our business? What opportunitics are available?
What threats exist? What changes in direction are required?

d. Does the governing board have written policies and procedures for outlining the
board’s responsrblhtres in preparing, adoptmg, and revising the strategic plan?

2. Executive Lmutatlons What are the boundanes on the chref execut1ve officer? Does
the governing board have written policies and procedures that clarify and set
boundaries on the range of executive authorrty n ﬁscal adrmnrstratron budgetmg,
personnel risk, and compensatlon’r‘ ' L :

3. _Board Processes Does the govermng board have bylaws that prov1de for the conduct
~“of board busmess such as the selection of board officers and delineation of the
~ authority of board officers, the establishment of board committees, and the -

- appoiniment of board members to committees? Does the agency have an onentanon
for new governing board members‘? Does the governing body have written policies. .
and procedures that prov1de for orientation of new govérning board members? Does

_ ~ ‘the governing board have a written code of e’fhrcs to gu1de members in situations .

e _1nvolvmg a conﬂrct of 1nterest‘? - : =

4. ;Board CEO Relatlons By what actrons does the governmg board assure agency
. performance'? Does the governing board have written pol1c1es and procedures for
o momtormg and perrodrcally reviewing agency performance in terms of values and =~
~‘strategic direction, for identifying areas in need of improvement, and for documentmg o
" the results of actlons taken toward 1mpr0vement'? Does the govemmg board have :
- written pOllCleS and procedures for periodic evaluation of the chief executlve ofﬁcer‘? =
- "Does the board carry out these policies and procedures‘? Does the governing board -
‘have written policies and procedures for the recruitment, selection, and appomtrnent
- oof a chief executive officer and for determmrng terms of compensatmn and beneﬁts -
s -for a chlef executrve‘? ' - e Lo ;

:Pohcy governance and the more tradltronal model of governance are not rnutually excluswe and
~ -both can be adapted to suita particular organization. But as the nonproﬁt sector feceives more
: _pubhc scrutiny for expendlture of pubhc funds, the tradrtlonal model becomes Iess effectlve The
g 'demand for more effectwe policy governance is growmg ' S .

‘The Jacksonville (Flonda) Commumty Council recently (1998) produced a report on the role of
nonprofit organizations and how they could be improved for the benefit of the entire community.
The report identified characteristics of an ideal nonprofit and concluded that very few nonprofit -
boards concentrate sufficiently on governance. Board rnembers are too often selected for their
fund-raising or public relations potentral with little sensitivity to the importance of governance
and the 1nterdependence between the organization’s mission and the comrnumty s assets and

needs

Volunteer boards need to provide vision, leadership, pohcymakmg and oversight in service to
both the orgamzatzon and the commumty :




The reform movement in the nonprofit sector has also raised some issues about governance that
can apply to either model. In a recent review of practices that improve nonprofit performance,
Letts, Ryan and Grossman (1999) argue that boards of directors need to place much more
emphasis on questions of organizational capacity and performance than they have in the past.
Most boards have a mission and strategic plan. What they lack is a clear way

' to move the orgamzatlon from artrculatmg a social mission to creatrng social
“impact, which is ultimately what the board should be accountable for. . . Donors
' are reluctant to pay for it, staff may be less interested in building it, and both may
view it as a drain on program resources. Behind these attitudes is often a service _
‘culture that tends to view compassion and performance as wholly unrelated, if not
mutually exclusive, assets. As a result, the nonprofit board carries a big burden.
It is one of the only forces positioned to help a nonprofit develop the capacity it
needs to dellver on its mission. But to play that role, it has to become a change
‘agent willing to challenge nonproﬁt conventtons about’ the Value of orgamzatlonal
B capac1ty (Letts Ryan and Grossman 1999 132 134) -

o i For~prof1t orgamzatlons employ a number of forces outs1de the board of dnectors to support '
‘strong organizational performance These include bottom-line proﬁts the educat1on background " - -

of business managers, and market forces that provide feedback from customers investors, and
. creditors. ‘When government directly prov1des services, the pol1t1cal process holds elected
L -_ofﬁ(:lals accountable for performance - : . :

. 5_ Nonproﬁt boards must substltute for many of these market and pol1t10a1 feedback systems :
S because clients do not have as many. chorces and because nonproﬁt funders are often less '
I 1nterested in the agency s “bottom 11ne than are stockholders or taxpayers ' -

.§Board members usually accept board appomtments as an outlet for altrmstlc desnes to make a_
- ‘contribution to the commurnty ‘The conflict requrred for i 1mprov1ng orgamzatron performance
s .often frustrates the des1re to feel good by servmg onaboard. -

_ “Busmess leaders often . . . seem to lose their busmesshke performance focus When entermg the
nonproﬁt board room” (Letts Ryan and Grossman, 1999 137).

- -There is some evidence that boards Who actlvely partrcrpate in fundrmsmg look at performance
differently from boards who do not. Fundraising goals are clear and measurable, while
organizational capacity building is much more difficult to assess. Increasing revenues or
donation does not necessarily improve the quality of service, but “it is tempting to substitute
growth in revenues for mission fulfillment” (Letts, Ryan and Grossman, 1999: 141). The reality
is that most human service nonprofit organizations need board members to fund raise. The
“challenge then becomes one of balancmg time spent on fund rarsmg with time spent improving

orgamzatzonal capaclty




No single model of governance will work for all organizations. Individual boards should
examine the various models and determine what will work best for them, keeping in mind that
“good board performance involves an active, engaged, collegial tension between the board and
operating management” (E.B. Wilson of Executive Service Corps, cited in Letts, Ryan - and
Grossman, 1999: 138). In the end there is no substitute for individual good will, intelligence,
knowledge, common sense and experience. This makes the identification and recrultment of

. good board members extremely 1mportant

Admml_stratlon and Fmanclal Management

The literature makes no elear dlstmetlon between best practrce n general management and
ﬁnancral management s0 the two are combined in thlS section.

' LOcal F indings .

A varlety of suggestlons and 1deas about nonproﬁt admmlstratlon and fmanmal management
o .Were pr0V1ded by d1rectors and board members of local nonproﬁts : :

Foous group part101pants suggested that a strong chief executtve ‘was a second er1t1oa1 element to -
o asuccessful nonproﬁt organization, the first being a strong board of drrectors They suggested -
; that a CEO can help fac111tate the development of a nonproﬁt by ek o

e Focusmg on board development : _
« . Providing or acquiring trammg and consultation to/for the board and sta:ff to assrst e
- with decision-making. : : -

. Settmg an openmenvnonment for feedback .
U Lookmg for. ways to sustain the organ1zat10n by reevaluatmg the IIllSSlOIl

L .Other suggesnons were eentered on strategle plans mission 1dent1flcat10n and goal settmg

- Partrolpants stated that agency staff and oonsumers are critical to service planning and need to
- '|have the opportumty for input into the process. Because of their close daily contact, nonprofrt_
' orgamzanons arc partlcularly su1ted to identify and assess cllent and commumty needs

County staff indicated that suceessful nonprofits often have a good busmess sense and strong
leadership. Both nonprofits and County management suggested that successful nonprofits are
often ones in which there has been an opportumty for the County and the nonprofit to:

N | omtly 1dent1fy shared values
»  Work on problems together (before they become ser1ous)
« Have a clear mutual understanding of expected outcomes
» Maintain trust and ongoing, open communication
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National Findings

There are number of standards that nonprofits can adopt to guide management. Many of those
standards emphasize professional practice and client protection. There are some common threads
among the documents that were reviewed. One example that is of particular note is the

Standards for Excellence program of the Maryland Association of Nonprofit Organizations. The
standards were established in 1998 by nonprofit representatives for nonprofit organizations,
They build on stated values of honesty, integrity, fairness, respect, trust, responsibility, and
accountability. The Maryland Association has begun to certify nonprofit agencies that meet their
-~ eight guiding principles and 55 standards. The prmmples are listed below Those that deal with
management mclude more detail.

1.

2.
3

Mlss1on and program. The presence of a well- deﬁned mission and programs that
work effectively and efficiently toward achlevement of the mission.
Governing body. (Standards consistent with the traditional model of governance )

Contflict of interest. Board and staff should act in the best interests of the orgamzauon

and agree to comply WIth wr1tten conﬂ1ct of mterest pol101es that are rev1ewed

= periodically.

- Human resources. Agenc1es should mamtam Wntten personnel pol1c1es and -

o -~ procedu:res that cover both paid employees and volunteers. The policies should -
. include basic conditions of employment, e.g. vacation, sick leave, employee '

orientation, etc. and spell out provision for employee evaluation, professmnal

development grievance procedures confidentiality, and client protection
- Financial and legal. The agency should operate according to an annual budget :
. maintain timely and accurate ﬁnancial reports (at least quarterly) ‘be audited annually,

.' e and have written p011c1es governmg mvestments, 1nternal controls, purchasmg, cash
- managernent and insurance coverage. The orgarnza‘uon should provide a confidential
*means for employees to report suspected financial 1mpropr1ety They should also '

' comply with all applicable federal, state and local laws. - :
Openness. Nonprofit organizations operate for public- purpose and receive tax- _
~exempt status. They should therefore be accessible and responswe to members of the .

‘public. They should produce an annual report that summarizes their activities and

have a designated individual who responds to inquiries from the public.
Fundraising. An orgamzauon s fundraising should be consistent with mission,

- _respectful of the interests of donors, and based on truthfulness and responsible

stewardshlp 'Fundraising should account for no more than one-quarter of the

‘agency’s total costs. Donor privacy should be respected. Organizations should have

formal policies that govern the acceptance or rejection of gifts. These policies should

include procedures to determine gift limits, the purposes for which donations will be

accepted, and the types of property that will be accepted.

Public affairs and public policy. Nonprofits should represent the interests of the
people they serve through pubhc educatlon and policy advocacy w1th1n the l1m1ts of
federal law and IRS rules.
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Standards from other organizations differ in detail, but include many of the same general
provisions.

The best nonprofit organizations practice principles of strategic management. They have clearly
articulated missions that are reviewed periodically. They have annual operating plans that
include specific goals. Programs are evaluated regularly for both service levels and client
outcomes. Employees are provided opportunities for professional development. Personnel
problems are handled promptly, fairly and consistently. Accurate records are maintained and
available for audit. Agency budgets and mission guide annual operations. Financial reports are
. produced and reviewed on a regular schedule. M_anagers afe Cognizant of production costs.

Letts, Ryan and Grossman (1999) recently 1dent1ﬁed busmess practices that had been effectlvely _
applied to 1mprove performance in nonprofit organizations. Although businesses desire to
‘maximize profits through better products or services, while nonprofits seek to produce services
that have social impact, orgamza‘aons in both sectors perform best when they nurture the capacity
to adapt to changmg circumstances. The authors discovered that the use of qual:ty processes,
creative product development benchmarkmg and strategic human resource mandagement can
- improve nonprofit performance. They maintain that “[f]or-profit managers are not inherently
. better managers; they are better-supporred managers.. . . Nonprofit managers are forced to -
- managed upstream. .. against the conventions, attltudes and behaviors of their sector” (Letts, =
- Ryan and GTossman 1999: 3 1. Bulldmg orgamzatlonal capacity in nonproﬁts is hindered by a -
m1ndset that sees resources for training, pIanmng, information systems and research and’ '
ﬁ_evaiuanon as resources denled to client services. -Even fundlng agen01es and Watchdogs often
- fail to recogmze that agency overhead can be too low - : :

. Qualzly processes 1nclude use-of quant1tat1ve data and research to analyze agency operatlons
j :Use of these technlques is Often resisted in nonprofit organ1zat1ons o

- [“With a commitment to serVing those in need, and with few’resources to do it, many nonprofit
:|lemployees develop a “just do it’ attltude that places more value on service than on the analysis
- |and measurement needed to 1mpr0ve organlzatu)nal performance (Letts Ryan and Grossman

199934) R :

Many human service Workers see analy51s as mherently competltwe and pumtwe de51gned to
uncover poor performance and undermine the cooperative nature of the social services. Effective
managers are able to reverse this mindset and get workers to see that thorough, detailed analysis
enables organizations to convert compassion into improved client outcomes. “By keeping -
quality and responsiveness front-and-center, a nonprofit can ensure that it remains a community
resource, not just a service prov1der 1nterested in its own growth and sustainability (Letts Ryan

and Grossman 1999: 54)
Product deveZOpmenr works best in the FOR-profit sector because idea generation and

implementation are linked. In the nonprofit social service world, funders “often impose the
program design that emerged in the upstream research and policy-making process. The idea
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generators and implementers end up separated by several layers. . . (Letts, Ryan and Grossman,
1999: 77).

Well run nonprofits nurture greater involvement, creativity, and respons1veness from line staff,
who know the customers need and preferences well.

Outside ideas are healthy for any orgamzatlons but they should not crowd out 1nterna1
1nnovat10n : o

Benchmarkmg is another technique that can improve nonproﬁt orgamzat10na1 performance
While quality processes analyze internal operations, benchmarkmg identifies other orgamzatrons
that have achieved excellent results and systematically studies the’ other orgamzatlon s '

- achievements, practices and processes. “Benchmarklng is more than just discovering best

‘practices; it includes comparative measurement, actlve goal settmg, and 1mplementat10n” (Letts

o ':_'-Ryan and Grossman, 1999: 86).

- '_ Benchmarkmg helps agenc1es find b'est practice.'and pu_t'it into"action.'. R ]

- The use of strategzc human resource pollcy has proved effectlve for some nonproﬁts Busmesses O

_ have found that “[e]ffective human resources management is not just about finding and keep1ng :
: people. It’s about finding, keeplng, and managing people in ways that will help the organrzatron L
“meet its goals” (Letts Ryan and Grossman, 1999: 120). Ttis possﬂ)le for nonprofits to - ' '
_restructure. jobs, motivate employees, and. measure and reward performance to help. the

- organization achieve its desired ends. Creative human resource policy promotes teamwork to :
. help people draw on each others strengths It i Is open to non-traditional work schedules, e.g. part- L
" time, job sharing, irregular hours, that allow ﬂexrbrhty not often found in the for—proﬁt sector.”

' Effective nonprofits have 1dent1ﬁed other non-monetary ways to reward and recognize good

* performance. These include the use of the media, nominations for professronal awards, and

. client feedback on workers. Providing clear work plans and goals’ helps employees focus on L

. .performance Although there i is often resistence to performance measurement, good managers
. have used a positive approach to reward good performance and to use measurement to Iet o

o employees see how well they are domg

- Still itis naive to believe that salarres are unirnportant in recruiting and retaining good workers.
~ There are always choices about how to spend money. Budgets can be adjusted to provide
' addltlonal resources for saIarles Turnover and training costs can eat 1nto savings frorn low

T sala:r1es

Nonproﬁts should not be S0 fmgal that they fall to invest in their human resources.

The work of Letts, Ryan and Grossman is very new and prellmlnary in 1dent1fylng best practrce
in nonprofit management. - Analyst Paul Light concludes his recent study of proposals for reform
of nonprofits by stating: “The first step is simply to recognize that not much is known about what

~ makes organizations more effective, especially if they happen to exist in the nonprofit sector

(Lrght 2000 100) He suggests that:
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Luckily, the nonprofit sector still has the opportunity to sort through the reform
philosophies before committing itself to any particular path. Although the sector
has its own paragons of bureaucratic inertia, most of its organizations have yet to
accrete the needless rules and endless layers that have made the federal
government a prime target for downsizing and delayering. The sector need only
note that many of the rules and layers that make the federal government so
difficult to manage emerged in past efforts to make govemrnent work (Light,
2000 4). :

ACCOUNTABiLITY. .

‘Identification of best practice in nonprofit governance, administration and financial management
is a first step in improving accountabrhty for public funds. Tt is also important to consider the
nature of government contracts with nonproﬁts and how they attempt to enforce greater
accountablhty : ' - : -

There are three broad models of accountabrhty standards/comphance outcomes/performance
K and capacrty bulldrng (Lrght 2000) :

s 'The standards/comphance approach is the most commonly used method of ensurrng -
. accountabrhty ‘This approach compares agency operations to a set of estabhshed standards often

‘in-a checksheet format. ‘Tt asks questions such as: How many clients were served? Were clients =~

o accurately screened to determine eligibility for serv1ces‘? What services did they recewe‘? Are

R client records complete and current'7 Are procedures in place to protect clrent conﬁdentrallty'?

Do employees possess the appropriate professronal licenses? Does the agency. have a governing - 5
- board of at least seven members that meets at Ieast four times per year‘? Isa copy of last year s

' audrt on ﬁIe‘?

: :The standards/ comphance model is the cheapest and mo st realrstlc and rnanageable =

o ':accountabrhty tool in the short term. Standards are easy to write into contracts. ‘Auditors can

- easily monitor and document complrance Standards/comphance approach is a reasonable first
- step toward improving accountablhty for public resources. Several comments from focus groups .

‘were consistent with the notion that a standards/comphance approach can be a useful ﬁrst step to o

" collaboration between nonproﬁts and the County. Many nonproﬁt organrzatrons receive .
accreditation from other entities based on a standard/compliance approach to issues such as -
financial management human resources, and board of director involvement. To the extent that
national accred1t1ng bodies base their standards on best practice in a particular profession,
Sedgw1ck County might con51der accepting accreditation as evidence of meeting standards
Doing so would reduce the cost of identifying separate standards for individual contracts. Tt
would also reduce costs to the contractlng agencres by reducing the number of separate standards

that must be monrtored
_ But th_ere are limitations to the standards/compliance model of accountability, e.g. an agency may

file an IRS Form 990, but without appropriate information systems and the ability to use them,
the data are unlikely to reflect true financial condition.
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" |Compliance with specified standards cannot guarantee effective service delivery, but it can draw
the attention of agency officials in the direction the funder wants it to go.

In recent years funders of human services have placed much greater emphasis on identifying
program outcomes and measuring performance toward achievement of those outcomes (e.g.

- United Way of America, 1996). This is a welcome addition to standards/compliance techniques.
It keeps agencies focused on desired outcomes, rather than on mere service levels. It asks the
questions: Is the client Improvmg‘? Has the client gained knowledge or changed hls or her
behavror‘? Is the c11ent satrsﬁed WIth the services rece1ved‘? : :

- COMCARE has made 51gmﬁcant strides in 1ncorporat1ng outcomes and performance
B measurement into its contracts : : :

. There have been problems Wlﬂl 1mplement1ng the outcomes/performance model of S
o accountabﬂlty, however. Much of the work in human services is 1nherently unmeasurable at

0 least Wlth current technology

[M]ost [human] serv1ces cannot be Judged on the basrs of dec1srve cl1ent
' '-outcomes They cannot be standardlzed in their treatment approaches por can
“auditors effectrvely intrude into the interaction between workers and clients to_
determine whether decisions were made appropnately and were consistent w1th
:ex1st1ng pohcy Thus in many cases it is impossible for government to know -
whether it is getting effective selection, diagnosis and intervention.. Contractors
. :_'typlcally file reams of reports which, except for basic fiscal mformatlon are . - N
" ignored. * There is little 1ndependent auditing of the accuracy of program numbers =
'submﬂ;ted ‘and hardly any capac1ty to assess the effectiveness of contractors’ :
- programs. " Thus the public sector may not know what it is purchasrng even when
it can define What it wants (Smrth and Llpsky 1993 200) :

B Recent experrence 1nd1cates that many of the onginal problems w1th human service outcomes are :

- being resolved. ‘Considerable progress has been made identifying meaningful client progress.
But the outcomes/performance model is also hampered by the fact that ‘consistently effective -
treatments do not exist for some condrtlons 'So even when measurable outcomes are known,

' dependable interventions may not be available to achieve desired outcomes. It is problematic to

' try to hold contractmg agencies accountable for outcomes that are not consistently aclnevable -

There 1S one other problem with outcomes/performance Because goals are hard to deﬁne results
“hard to measure, and tréatments uncertain, it becomes very difficult to write meaningful quality
- specifications into requests for proposals and contracts. Nonprofit organizations are able to
provide services cheaper than government because they pay lower wages and/or (even more
likely) provide lower benefits. If continuity of care is important to client success then low
compensation may contrlbute to hlgh turnover and service disruption. In cases like this, there is a
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tendency to substitute client satisfaction for quality. Some would argue that this can be
problematic. What happens if the client is satisfied, but does not appear to be improving?

Because outcome/performance models have trouble specifying quality, professional standards are
often substituted. They have their own sets of problems, the greatest of which is cost. Although
most national accrediting bodies would argue that they enforce minimal standards, they tend to
have biased views of what is minimal or acceptable. Substituting professional standards for
quality measures, e.g. client/staff ratios, can have the effect of forcing government to purchase a
higher level of service than the public generally demands. Decision makers need to be able to
distinguish a “Cadillac” from a “Chevy” in terms of service quality and allocate resources with
lcnoWledge of those distinctions. S S o

‘Light (2000) argues that the emphasrs on outcomes has created problems for nonproﬁts and
“ultimately for society. As funders (United Ways and foundations, as well as governments) have
become more outcomes conscious, they have moved more and more to program funding (as
- opposed to general grant funding). The result is that it is mcreasrngly difficult for nonprofits to
use “profitable” programs to subsidize unprofitable ones or to fund administrative overhead '

* “(Smith and Lipsky, 1993). Accountability has real opportumty costs. Useof the = .

' outcomes/performance model places more emphasis on cost effectiveness and efficiency and

* service quality, all of which require nonprofits to collect and use data differently than they have '- D
“in the past. Effectrve programs that achieve intended results need strong agenc1es to run them. .- -

An emphasrs on programs over agenc1es is short31ghted

- The fact that outcomes/performance accountabrhty models impose some costs and problems [
. {does not diminish their importance. The science of 1dent1fy1ng meaningful human service
~loutcomes is in its mfancy ‘It has and will contmue to improve. Outcome/performance models
hold conSIderably more promise for improving agency operations and client conditions than -
o standards/comphance models used in 1solat10n ‘But outcomes are more expenswe for agencies
o document and for funders to monitor. Major funders need to be sensitive to the costs 1mposed

) by their reportlng requrrements and cover those costs accordrngly

- Outcomes/performance measures should continue to be part of Sedgwrck County S efforts to
1mprove accountabrhty and nonproﬁt effectlveness :

: Socral service agencies are generally resource poor relative to other nonprofits. In 1996 human

" service organizations made up 40 percent of active charities (those that file form 990), but
'expended only 13 percent of the resources (Borls 1999). Many lack up-to-date computer
technology, appropriate accounting systems, and generally accepted management practices. That
is why, in the long run, broad- based capa01ty butldmg is a more promising approach to nnproved
accountability.

Recently experts on nonprofit reform (Letts, Ryan and Grossman, 1999; Light, 2000) have begun

to argue that far too little attention has been given to the potential of capacity building, which
would “build the nonprofit sector’s ability to implement the new systems and reforms, whether
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by enhancing its information technology, . . .building new sources of leadership, . . . and
building a working inventory of research-based lessons learned” (Light, 2000: 98). They claim
‘that effective nonprofit organizations are more important than effective programs in providing
lasting social impacts. Programs do not stand alone and are a weak base for large scale social
reform because client needs and the operating environment are always changing. Human service
nonprofits need to be able to adapt to the ever changing environment. Adaptive capacity
involves a different set of organizational goals than just program outcomes. Among these are
learning, responsiveness, innovativeness, and motivation. “These organizational processes
enable a nonprofit to adapt its programs and practices so it can deliver on its mission” (Letts
Ryan and Grossman, 1999: 23).

Capacity bmldmg is a more expenswe and long -term accountab111ty method than e1ther
standards/compliance or outcomes/performance, requiring efforts and resources that may be :
. beyond those of a single government like Sedgwick County. Sedgwick County is a major | funder '
of a number of nonprofit organizations, but it is not the only funder. " Its ability to influence
overall nonprofit practice is limited by the diverse funding streams that comprise most human
service organizations. Nevertheless there are some steps that the County could implement to
foster capac1ty building. ‘These are presented in the sectlon entltled “Imphcatmns for Sedgmck
County on page 26. : : S : :

"Because of the complexmes a55001ated w1th capamty bulldmg, the recommendatlons presented in

' '_ the next section’ emphas1ze the use of standa.rds/comphance and outcomes/performance
: .'accountabﬂlty They ‘draw on the standards of the Maryland Association of Nonprofit

‘ Orgamzatmns Un1ted Way of Amerlca and various human serv1ce accredltmg bodies.
RECOMMENDATIONS

o The recommendatlons presented here are 1ntended for commumty dlscussmn and dehberahon by o
" the Board of Sedgw1ck County Commissioners. The reform movement in the noriprofit sector is _
 still accelerating. It is therefore 1mportant that. Sedgwmk County proceed with deliberate speed -
and caution. Whlle it is appropriate to develop contract monitoring procedures that meet public
S demands for accountabxhty, it is also important to protect nonprofit agen01es from costly and
' unproductwe reporting and operating requirements that may do 11ttle to nnprove performancc and
that may change w1th the next round of reform : e :

The challenge is to find the right balance: to hold nonprofit organizations accountable without
" micromanaging them while the reform movement continues to seck broader based '
improvements. As Light points out: “the search for improvement can be friendly or adversanal”
(2000:3). Sedgwick County’s philosophy of building partnerships to improve service delivery
should prove to be much more effective than heavy-handed imposition of burdensome rules in
forging a more productive, more effective, and more efficient human service delivery system.

Many of the recommendations presented below apply to contracting with nonprofit providers of
services other than human services. Some also apply to contracting with for-profit organizations.
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Governance

\

The focus groups and interviews that were conducted for this report agreed with the national
consensus that a strong board is important to an effective nonprofit organization. Although there
is no single model of board size, structure and composition that works for all agencies, there are
“certain structures, policies, and practices that consistently work better than others” (NCNB,
1996: 2). ' S

Prevention

1.

' 'Se_dgwick County in consultation with United Way, Kansas Health Foundation, Wichita

Community Foundation, the Kansas Non Profit Association and cooperating nonprofit
agencies should initiate an annual workshop on the governance of nonprofit agencies for

. governing board members of nonprofit agencies that deliver community services in the
- -region. All goverrung board members of human service nonprofits should have the
. opportunity to partlmpate in the workshap, which will focus primary attention on the

obligations of governing boards and the duties of governing board members, specifically

in setting strategic direction, determining executive limitations, establishing board

processes, and conductmg board executive relations. Sedgwwk County should con51der '

- the possibility of limiting its contracting to those agencies for which a minimum of five

board members have completed a board training program A proposal for an Instrtute for |
Nonproﬁt Leadershrp is 1ncluded n Appendlx B . e 3

R :Sedgwrck County in cooperanon wrrh Unrted Way, Kansas Health Foundatlon chhrta
" "Community Foundation, Wichita Area Chamber of Commerce, Wichita Indeépendent
- ‘Business Assocratron and other cooperatmg communlty organrzatrons should 1nitiate a
~“roster of community volunteers willing and competent to serve as governmg ‘board _
- members of nonprofit agencies that deliver community services in the region. The roster '
“could serve to identify new leadership and involve younger people in nonprofit
. governance. The Leadership Wichita program of the Chamber isa partrcularly promlsmg

source of potentlal board rnernbers

.Sedgwmk County should encourage Wichita State Umver31ty to expand research and
“service related to the governance, administration, and financial management of nonproﬁt
~agencies and to offer penodrc topical workshops of relevance to governing board -

members of nonproﬁt agencies that dehver cornrnurnty services in the regron

Sedgwick County should, as part of its obligations for the dellvery of public services and
through its contracting authority with nonprofit agencies, assure funding for educational
offerings that orient and prepare governing board members for their duties in the
governance of nonprofit agencies and provide periodic updates for governing body
members on topics relevant to the performance of their duties.
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5. Sedgwick County should require as a part of its contracts with nonprofit agencies that
each agency’s bylaws specify that the agency will comply with the Kansas Open Meetings
Actand the Kansas Open Records Act.

6. All requests for propo'sals from Sedgwick County should specify that nonproﬁts
. organizations which wish to bid must provide a checklist that documents the followmg
(or substrtutes an approved accred1tatton report) : :

» that they have a board of dlrectors composed of at Ieast seven unrelated members
~from diverse profess1onal backgrounds The proposal should mclude a 11st of current
~ board member and their addresses. : -
. that the board meets at least 4 tlmes per year and mamtams accurate mmutes of each _
. that the board engages in ongomg pIannmg act1v1t1es to establtsh the mission of the
_'_orgamzatlon defines goals-and objectives related to the mrss1on and’ evaluates
. progress toward achlevement of those goals. '_ ' R o
= -that the board maintains by-laws that govern. the conduct of board busmess such as e
the selection of board members and officers, and establishment of committees. -

e that the board approves an annual budget and perlodrcally assesses the orgamzatlon s o

“.._ - financial status relative to the budget.
s that the board has an orientation procedure for new: members R ' :
e _ ' that the board has. written po]1c1es and procedures for perlodrc evaluatlon of the ch1ef
- executive a.ud mamtams Wntten polrcles for recrmtrnent and selectron ofa chref
o executrve ' : ;

2 " These recommendauons help to address concerns expressed by focus group part1c1pants that '
; ;ﬁunstable nonproﬁts not be alIowed to assume respons1b1hty for expendmg pubhc resources

L Warnmg Szgns

--1. . -Sedgwrck County should requlre asa part of 1ts contracts with nonproﬁt agenmes that the
" - chair of the governlng board certrfy that the board is performing its essential obhgatrons
in governance, specifically setting strategic direction, ‘determining executive 11rn1tat1ons

L estabhshlng board processes, and conductlng boardmexecutlve relatrons :

._ 2. Sedgmck County shouId in collaboratlon with nonproﬁt organlzatlons monitor for the
' following srgns many of whrch were 1dent1ﬁed durmg focus groups ¢ and 1nterv1ews

. Hrgh board member turnover

L Executive director appointment: of board members
. - Failure to meet regularly

+.  Failure to maintain meeting minutes

19



A checklist of warning signs for poor performance in governance, administration and financial
management is included in Appendix C.

Larly Intervention

1.

Upon identification of early warning signs, the contract monitor, department head or other
appropriate staff member should attend a meeting of the board of dlrectors present

problems to members and offer potential solutions.

: 'County staff should a551st the board in 1dent1fymg approprlate trammg opportumnes for
_ effectrve governance RPN . .

Sedgmck County should in response to eompellmg evidence of deterloratlon in pubhc

" services delivered by nonprofit agencies under contract with the County, be prepared to

audit the governance of such agencies and recommend steps and a timetable for assuring

 that the governing board meets its obligations in governance “Lack of response by-the’
~-agency to the recommendations should be grounds for cancella’uon of the County S

contract Wlth the nonproﬁt agency

. Admmlstratlon -

e ;There isno well developed smenee of managmg nonprofit orgamzatlons -There are aspects of
- this sector that differ matenally from both business and government Neverthe[ess there are o
.."-some basm prmc1p1es that can beneﬁt agencxes - : SR &

o Although it 1s l1kely that 1mp1ementat1on of the following recommendatlons will 1 1mpose o
. |additional costs on some agencies, they should ultimately prove beneﬁ01al to the agencles as.
- well as to Sedgmek County cﬂ:rzens and taxpayers : :

S .' ':'Documentatlon produced for the requ1red reports should unprove the ablhty of nonproﬁt semce R
o prowders to demonstrate accountablhty to all funders - = -

o Prevention'

| Sedgwwk County in consultatlon with Umted Way, Kansas Health Foundation, chmta '

Community Foundatron the Kansas Non Profit Association and cooperating nonprofit
agencies should initiate an annual workshop on the administration of nonprofit agencies _
for executive directors and other administrative staff of nonprofit agencies that deliver

- community services in the region. All administrative staff of human service nonprofits

should have the opportunity to participate in the workshop, which will cover topics of

_'effectrve strategic management including human resource policies, quality management
- processes, benchmarking, _outcome assessment, program evaluatlon and board-staff

' relatronshlps
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All requests for proposals from Sedgwick County should specify that nonprofits who
wish to bid must provide a checklist that documents the following (or substitute an
approved accreditation report):

« that the organization’s purpose, as defined and approved by the board of directors, 1s
- formally and speciﬁcally stated and that. its activities are consistent with its stated
purpose.-
~» that the orgamzatron maintains an ofﬁce facrhty and is accessible by phone durmg
- regular business hours. : : o
-« that the organization has a current operatrons plan wrth spec1ﬁc program, goals.

"« thatthe agency regularly evaluates the effectiveness of its programs.

"« ‘that position descriptions are available for all personnel.
'+ that client records are accurately marntamed and procedures for conﬁdentrahty are
well established. - ' : :

= that the agency abides by wrltten human resource polrcles that cover basrc elements of

-the employment relationship (e.g. benefits, vacation and sick-leave, comp time),
~employee evaluatron grlevance procedures and conﬁdentlahty of both employee and
- client record. . .
-« ‘that the. orgamzatron have a system in place for regular wrltten evaluatron of .

- employees by. the1r supervrsors -

. Sedgwrck County should encourage Wrchrta State Umversrty to expand research and
- .service related to the governance, administration, and financial management of. nonproﬁt

B 'ﬁagencres and to offer periodic- top1ca1 workshops of relevance to administrative staff of o

' nonproﬁt agenmes that dehver commumty servrces in the regron B

Sedgwrck County should as part of its oblrgatlons for the dehvery of pubhc servrces and
_through its contracting authority w1th nonproﬁt agencies, assure funding for educational
. offerings that orient and prepare executrve directors and other admmrstratrve staff of
- nonprofit agencies for public accountability and provrde perlodrc updates on toprcs
relevant to the performance of thelr dutres . :

- 'All Sedgwrck County requests for proposals for human services should 1nclude a
requ1rement for client grlevance and appeals mechamsms ' . -

' Sedg\mck County should consrder creation of a staff posrtron wrth responsrbrhty for
-investigating consumer complatnts and helpmg consumers resolve conﬂrcts wrth
.contractmg agencres : : :

‘Sedgwick County should encourage the Kansas Non Profit Assoc1atron to develop a
certification process similar to that of the Maryland Association of Nonprofit
Organizations. The program would develop standards for nonproﬁt operatlons and certify

‘individual orgamzataons based on those standards :
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Sedgwick County should consider working with other funding organizations to explore

‘the feasibility of establishing an incubator for new nonprofit organizations. The incubator

would be modeled after business incubators used for economic development. The
incubator could provide shared office space and equipment, receptionist services and
other clerical staff, as well as technical assistance in management and finance.

In addition, Sedgwick County could take on a new role as a convener or clearinghouse, bringing
together nonprofits and other resources to improve County-nonprofit partnerships. For example -
County human serv1ce managers and nonprofit executives and board rnembers suggested

..1.

The County could work with nonproﬁts in using national and state associations for
nonproﬁt training, making such training available to both nonprofit and County staff in
order to increase mutual understanding.

The County could work with nonprofits to develop forums to address new needs in the

- community and develop mnovatlve Ways to address them. ThlS isa major strength of

many nonprofits.’

The County and nonproﬁts could Work together to find new ways to leverage ex1st1ng

services and resources such as transportanon to beneﬁt chents

S .-Warnmg Szgns
o Contract monr__tor_s sho'uld'b_e alert to the following indicators and document thenras they _oeeu_r:

= Customer cornplamts '

“Late reports - -

~ - Unattended phones/closed ofﬁce
_ "_Unusually high staff turnover

F allure to file IRS Form 990

‘Sanction by a licensing or other regulatory body
' Refusal to accommodate site visits -
. Staff stops attending meetings ' }
- Pending lawsuits- -+

‘Early Intervention

If prevention measures are effective, interventions should be minimal. Any agency will
on occasion demonstrate one or more of the early warning signs. This should not
necessarily trigger intervention. - For example, the County should not be in the habit of
accepting late reports, but it can be tolerant of rare extenuating circumstances. On the
other hand, some warning signals should produce immediate response. In elther case, the
presence of early warning signs should initiate communication between contract monitors
and agency admnnstrators to clarify the situation to jointly plan correctrve action.

| Criteria should also be established that identiﬁcation_of four or more early warning signs

will trigger further intervention. Contract monitors must, however, retain the discretion
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to intervene with fewer warning signs if circumstances warrant. Informed judgement will
always be necessary. Program monitors at the County should be trained and expected to
use professional judgement in assessing the severity of individual warning signs and to
intervene as deemed necessary. The County or a neutral third party should be in a
position to offer technical assistance to agencies who exhibit persistent and serious
problem behaviors. Helpful interventions are more likely to be successful than punitive
ones. The nature of an effective partnership means that nonprofit managers should feel
free to reveal problems without fear of reprisal. This will require the development of open
commumcattons between agencres and contract rnomtors

Agenc1es that part101pated in the focus groups recommended that mterventton activities
be conducted at the first sign of concern and take the form of open communications based
~on trust. They suggested that simply “asking questions” based on information provided ‘ -
«can be a first step to problem solving.” In addition, they suggested that when problems do
oceur one optlon Would be to seek the semces of an outside consultant or medrator '

3. When necessary, however the ultnnate acnon by the County w1ll be to cancel the

" contract. Before such an action is taken the County shoulcl con51der the follomng
: mtervent1ons :
. 'Meet w1th the executwe dtrector to dlscuss CONCeETns and 1dent1fy correcttve

_ ‘action. . o '

“e.. " Monitor. corrective actron plan for comphance
. Offer technical assistance to correct problems . :
¢ o Assrst agency staff mn 1dent1fymg appropnate management tratmng opportumt1es

. -.Fmanclal Management :

| .Fmanc1a1 management is often 01ted as the weakest element in the management of many human .
_ 'servrce nonproﬁts Itis not a subject in which most program managers are tralned

| It is essentlal that contracts be very. exphmt in the type of ﬁnanmal reportmg that is expected
" |and that nonproﬁt directors and board members be prov1ded an opportumty and resources to
L develop approprlate ﬁnane1a1 management skrlls

Findings from the interviews with managers at the County suggest that lack of financial
management skills in contracting agencies is an ongoing concern. Managers stated that the
costing of services is often a challenge. Many nonprofits do not have a unit cost approach to
services. Some do not set rates based on actual production costs. The questions for financial
monitors include: Are we subsidizing an unspecified program or population? Have we paid for
space some other funder already paid for? Did we pay for this service or space twice?
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Prevention

1.

Sedgwick County in consultation with United Way, Kansas Health Foundation, Wichita
Community Foundation, and cooperating nonprofit agencies should initiate an annual
workshop on the financial management of nonprofit agencies for staff and governing
board members of nonprofit agencies that deliver community services in the region. The
annual workshop should focus primary attention on budget preparation and
implementation, cost accounting, financial monitoring, data management, revenue
collection, and preparatron of Form 990 and other financial reports.

- In addltron to the opportunrty nonproﬁts would have to learn about these issues, the

workshop would be a forum for the County and nonprofits to clarify issues. For example,

. both nonprofits and County human service managers stated that there 18 confusmn and
: lack of understandmg about:

How the costs of services are computed.

_ :_ + What determines funding decisions.
. The costs of adrnrmstratron

o The full annual operatmg budget of the orgamzatron should be subrmtted wrth all - .
- proposals for funding. In addition, the agency should submit its IRS Form 990s for the
. past three years with simple summary ratios of prrvateiy raised revenue as a percent of -

- total revenue; management and fundraising expenses as a share of total expenses; total
*‘income to total expenses, assets versus liabilities: All or. part of the cost of producing
these ratios could be covered in the contracts, or the County might consider contracting

‘out or developing in-house capab111ty of producrng the ratios from the 990s, rather than .~
* “having the agencies make the calculations. Data on IRS Form 990 are notoriously
" inaccurate, but requestrng and usmg the data provrde an excellent mcentrve to agencres Lo
: 1rnprove accuracy L :

Sedgwrck County should be erlmg to accept Umted Way budget forms for those
agencies funded by both organizations. Further, the County might consider ‘using

modifications of the United Way forms for all their contractors (e.g. the County does not
need mformatron on private fund rarsrng that is requrred by Unrted Way).

' _' Financial reports on each funded program should be subrmtted to the County ona

quarterly basis.

All requests for proposals from Sedgwick County should specify that nonproﬁts who

wish to bid must provide a checklist that documents the following (or substrtutes an

~ approved accreditation report):
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. that the agency utilize an acceptable accounting system that can venfy program

costs.
= . that the agency has an annual operating budget approved by the board of
directors.
. that the agency produce regular financial reports and that those reports are
‘reviewed in a meamngﬁﬂ way by the board of d1rectors orits des1gnated
_ comumittee.
. that the agency has obtained and can make avaﬂable an 1ndependent aud1t for the
most recent fiscal year.
R that the agency is capable of billing the County ona regular and accurate ba51s
'+ . thatthe agency is capable of approprlate record keeplng and reportmg
S Wammg Stgns
* = Late reports

Calls requesting payment 1ndlcat1ng cash flow problems L ..

. Tdentifiable negative trends in financial rat1os -
“ Alerts from other funding ageneles o s
' Late or maccurate blllmg '

. Early. Interventions o

i If prevent1on measures are effectrve 1ntervent1ons should be nnmmal ‘Any agency W‘lll
- on occasion demonstrate one or more of the early warning signs. This should net .
; necessanly trrgger 1ntervent10n For example the County should not be in the hab1t of
- accepting late reports but it can be tolerant of rare extenuating c1rcumstances On the =
: "-"-other hand, some Warmng signals should produce immediate response. In e1ther case, the e
' presence of early warning signs should initiate communication between contract mon1tors :
3 and agency adrmmstrators to clanfy the s1tuat1011 to Jomtly plan correctrve act10n '

Crrterla should also be estabhshed that 1dent1ﬁcat1on of four or more early warning s1gns

- will trigger further intervention. - Contract monitors must, however, retain the discretion

to intervene with fewer warning signs if circumstances warrant. Informed judgement will

- always be necessary. - Many program monitors currently lack the skills to effectively -
. review financial documents, Financial monitors should be trained and expected to use
- professronal Judgement in assessing the severity of individual warning signs and to

intervene as deemed necessary. The' County or a neutral third party should be in a

“position to offer technical assistance to agencies who exhibit persistent and serious

problem behaviors. - ‘Helpful interventions are more likely to be successful than punitive -
ones. The nature of an effective partnership means that nonproﬁt managers should feel

- free to reveal problems without fear of reprisal. This will require the development of open_
' commumcat1ons between agencies and contract momtors '
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3. When necessary, however, the ultimate action by the County will be to cancel the
contract, Before such an action is taken the County should consider the followrng

interventions:

. ~ Meet with executive director to discuss concerns and 1dent1fy correctlve action.

. ‘Monitor corrective action plan for compliance.

e . Offer techmcal assrstance to correct problems. o

. Assrst agency staff in identifying appropnate management tram.mg opportumtles

IMPLICATIONS FOR SEDGWTCK COUNTY

- The recomrnendatlons presented in the prev1ous sectlon deal with momtorlng nonproﬁt
" operations. Implementatmn of enhanced contract momtormg also has 1mpllcat10ns for Sedgwrck
B _County s operatrons :

.Contract Momtormg

' 8 :Sedgwmk County should unprove 1ts ab111ty to momtor contracts There is no current system for -
keepmg track of all contracts, their number and cost. Respon51b111ty for program and financial

- ‘monitoring of contracts is drspersed among different program areas within the Division of

© Human Services. ‘A complete picture of the County’s contrac‘nng relationships 1ncIud1ng number
Y -and types of contracted services, number of agencies: ‘which contract with the County, costs of
~“contracted services, and numbers served should be avallable to’ 1dent1fy tradeoﬂ‘s and to mform "

'pohcy dec131ons E

. _' The recommendatlons presented in thlS report call for ach1ev1ng accountablhty n hurnan service _
i+ contracting through a comb1nat1on of standards/comphance and outcomes/performance models.
Ut11121ng either requires that Sedgmck County make adjustments in the kinds of work that it

3 - does. Ttis typlcal for human services managers in both government and private agencies to be
ER professronal practitioners who have been promoted into administrative roles. In general these

. '1nd1v1duals lack management training and experience. Even expenenced rnanagers often lack
L 'cont:ract negotlatmg and momtonng skﬂls B - i

. 'Sedgmck County has 1mproved its contract monitoring over the past two years, but it needs to

-~ invest further in the capacity to evaluate and audit contract compliance/performance, i.e. to
- improve its capacity to act as a “smart buyer” (Kettl, 1993). In addition to hiring individuals
with the requisite skills, sufficient resources are needed to effectively manage the existing
caseload to 1ndependenﬂy audit reports, and document contact with contractors. -
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Governments that contract for services need workers who can write detailed and specific RFP
and contract specifications, who know how to advertize and solicit bids, how to review
proposals, resolve technical disputes, analyze costs, negotiate final agreements, and monitor for
service quality and costs (Kettl, 1993). They need a strong mix of program expertise and.
contract management skills, as well as communication skills and sound judgement.

- There are limits to how many contracts any individual monitor can reasonably manage. There is
evidence that “the quality of the relationship between the contract monitors and their contractors
- has the greatest impact on the maintenance of accountability” (Walters, 1999:20). In many cases
3 County contract monitors do not currently have time to develop those'relatio'nships. If the .
'County is unable or unwilling to increase the resources and personnel necessary to effectively
~“monitor enhanced reporting, then it needs to determine existing capacity for reviewing reports. o
: and reduce reporting requirements on nonproﬁt prov1ders to those that can be reasonably
: revrewed for useful 1nforma1:10n Sl e :

The human service sector cannot rely on compe’utlon to enforce quahty and cost control because

i “there are too few provrders Good will and trusting partnerships i increase the potential of both

: -standards/comphance and outcomes/performance models to 1mprove accountabrllty and serv1ce SHE

i _' dehvery

Effectrve contractmg requlres mternal proeedures that g1ve contractmg departrnents clout w1th

| : the purchasing and legal departments to insure flexibility and responsiveness. There is some
-~ indication that add1t1onal resources are needed in the County Legal Department. Informants to o

-~ this research process both inside and outside Sedgwick. County, expressed frustration with what

. they see as an overly Jegalistic approach to contracting. They desire to replace some boilerplate - *

 with more individually designed contracts. A content analysis of sample human service contracts .

from Montgomery County, Maryland, Ramsey County, anesota Orange County, Florida;
-+ ‘Dane County, Wisconsin; Polk County, Iowa; J efferson County, Kentucky, and the State of

: 5 ::'Nebraska for. Douglas County, showed that Sedgw1ck County had the longest contract (35 pages = -
o compared to'a range of 6-27 pages for the other counties), as well as the most detailed. The
- Sedgwick County contract includes prov1srons that appear to address a laundry list of specific

'proble"ns encountered in the past and is written in language that 18 dlfﬁcult for human service
_ pract1t1oners or chent advocates to comprehend s -

_ Foc_us_ group participants __and 1nterv1ewees also belleye that:

The County Legal Departmeht’s current emphasis on avoiding liability, while not inappropriate,
undermines credibility and trust by failing to place equivalent emphasis on client protection,
service quality and financial accountability. '
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Overemphasizing the legal side of contracting confuses control for accountability (Dicke and Ott,
2000) and prevents governments from exercising the flexibility and creativity needed to achieve
responsible service delivery from nonprofit organizations.

Finally, the County must identify effective enforcement techniques.

Even with an emphasis on partnership, prevention and early warning, Sedgwrck County must be
able to sanction agenmes for poor performance

Applying sanctions can be extremely difficult when quality of care depends on continuity of care
‘or when there are no alternative service providers. One possible alternative to contract = g
cancellation might be to negotiate financial rewards and penalties linked to performance, e.g. the
-contract could include a provision that the County will withhold 10 percent of the payment ifa
~contractor fails to meet specified outcomes or standards through mrsmanagement or misconduct -
or provide a 5 percent bonus for meeting performance goals. Rewards might also include
.- reduced reportrng requlrements and increased flexibility.” Identification of appropnate rewards
: and penaltles should be the tOplC of further exploratlon and d1scussron :

: - '_ ' Burldmg Partnershlps

cln recent years Sedg\mck County has aggresswely pursued accountablhty to the pubhc through

oL . performance measurement in all of its operations including the delivery of human services. As
“noted earlier, COMCARE has Dbeen quite successful at- identifying outcomes for service dehvery

o Federal and state regulatlons have reinforced the importance of these steps. But emphasis on

- accountablhty and performance appears to have inadvertently de-emphasized Sedgwick County’s '.: o

' - clearly stated intention to build partnerships to improve public services.  Enhancement of public .-
- -services . delivered by. nonproﬁt agencies requires that Sedgwrck County renew 1ts comrmtment o
o burld partnershrps with nonproﬁt serv1ce prov1ders S - - S Lo

Forrnmg mutually beneﬁc1a1 partnershlps 1S comphcated by the fact that COMCARE plays
- [multiple roles in the human service delivery system. Natural tension emerges when a single
' agency serves as a grantor of contracted serv1ces and as a direct prov1der of serv1ces '

Some experts (l\/hlward 2000) argue that governrnent purchasers of services should also be :
producers of services in order to be knowledgeable of service costs. Nevertheless, tension
_between the two roles can create a perceptron of mistrust and raise reservatlons about sharrng

. 1nformat10n

Because the County controls the funding, sor_n:e service providers sense a conflict of interestin -
which COMCARE maintains a major advantage as the financial and program monitor of
contracts with nonprofit agencies, thus ‘gaining access to internal cost and performance data, at
the same time that it competes with some of the same agencies for other resources, employees
and clients. The nonproﬁts believe that they are at a sighificant dlsadvantage negotiating '
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reimbursement rates with COMCARE because they possess unequal information and power.
There is a widespread (though not unanimous) perception in the service community that
COMCARE treats itself better than it treats other agencies, in terms of both financing and client
selection. On the other hand, COMCARE staff perceive that some of the nonprofit agencies lack
governance and management capacity. The mistrust generated by these perccptlons hinders
effectlve service delivery.

Many of the comments from nonprofit directors, Sedgwick County Human Service managers and
board members from agencies reflect concern about communication. Effective communication is
an on-going process, not a one time activity. Some of the agencies do not believe that they have
o sufﬁc1ent nput into the policy decisions that directly affect them. Prov1d1ng regular

_ -opportunltles for open communication among nonprofit personnel, County Commissioners, and
County staff would allow shared learn_lng, reduce misunderstandlngs and prevent conﬂlcts '

- |Building partnerships is a two-way communication process Nonprofit orgarnzations need a

- |better understanding of accountability for public resources. In order to fulfill its mission to
“estabhsh maintain and nurture partnerships to ensure effective and efﬁc1ent dehvery of
. [services,” Sedgwick County needs more structured avenues for nonprofit- 1nput into human E
‘|service planning, spemﬁcatlon of performance measures, and pohcy demgn '

'At the same time both partles would beneﬁt frorn 1mproved mformal relat1ons Accountab1l1ty n -
: contraetlng depends on the quality of the personal relationships between contract monitors and
program managers. Sedgwick County should set up semlannual meetings between County
Commissioners and nonprofit managers to discuss pohcy and contractmg issues.- Sedgwrck

County should also explore the use of the Internet to improve cornmunication with a ' wide range A

= -of agencies, e.g. electronic newsletters, bulletm boards and discussions. Such methods hold
- prormse for 1nformat10n shanng Whlle av01d1ng unnecessary and unproductlve meetlngs :

COMCARE mamtams some forrnal planmng processes that require commumty mput but

L nonprofit service prov1ders desire more frequent and regular input from a wider range of.

individuals and orgamzat1ons Nonproﬁt staff and board members believe that they have much -
~ ~to add to the planning process and that the service delivery system should be planned and
) de51gned to Inake use of the strengths of both nonproﬁts a.nd the County ' -

-Irnproved commumcat:lon and 1nc1u31on would help overcome the perceptlons of mistrust and
' feservation, while enhancing the desired outcome of both part:les to ensure efﬁment and effective

dehvery of services to chents in the commumty
: Capacity Building
This report recommends that Sedgwick County adopt an approach to improving accountability

for services delivered by nonprofit providers that combines standards/compliance models with
outcome/perfonnance models. Such an approach is the most feaSIble for a single funder. It is
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unlikely, however, to result in major changes that are needed to improve long-term performance
m the nonprofit sector.

There is a clear need for a broader capacity-building effort to improve the performance of local
nonprofit agencies, not just those that contract with the County. Funders of human services, be
they governments, foundations or United Ways, have in recent years put more and more
emphasis on program funding and outcomes. The trend is a move in the right direction. It is the
result of legitimate concerns that many nonprofits have not been adequately accountable for
- funds and have been insufficiently attentive to client outcomes. But carried too far, this approach
to funding can draw resources away from agency (as opposed to progam) accountablhty and
effectlveness > : : - :

“Performance is all about translating caring, believing, and compassion into results. And most

- Inonprofits will find that they pay a price, in both mission and values, by neglecting the -

- organlzattonal capacity needed to get those results. Ultimately nonproﬁts make commitments to
-[advance a cause on society s behalf, with society’s money (in the form of charity, government

. gra:nts ‘contracts, and tax subsrd1es to phrlanthropy)” (Lett Ryan and Grossman 1999 194)

L Strong, effectrve programs need strong effeetlve 0rgamzat1ons to run them In today S

' envrronment there are few funders who are interested in supportmg general agency operatrons

- - .and capacity building. The first principle of good nonprofit practice is organizational capacrty to.

_ 'govem and manage This begs the questlon who is respon51ble for bmldmg capacrty'?

o SediICk County, in partnershlp Wlth other major funders isina strong posrtlon to begm the _
discussion about how to fund and implement longer term and more effective reforms i in nonproﬁt_
govemance adrmmstratron and ﬁnan01al management - :

o Sedgw1ck County can brmg the various players together and facilitate dlscussmn around the

“-|question; ““How do we build eapacrty in human services to improve both client outcomes and
|public accountablhty'?” ‘The County can.also become a partner with other major funders :

~|(including United Way of the Plains, SRS and the Kansas Health Foundation) and the nonproﬁt
. agenc1es 10 1mplement a Iarger commumty-wrde capacrty bu11d1ng effort.

The bottom line is that unless Sedgwrck County is w1111ng to assume dlreot dehvery of all of the

" human services for which it currently contracts, the effectiveness of County government depends

- on the performance of the nonproﬁt agencies. Capacrty bulldmg is more than an academic
exercise.

Policy Choices
The community would also benefit from a general dlscussron of the fmancmg and delivery of

human services, including the appropriate roles of government and nonprofits. Governments
contract with nonprofits for a number of reasons: from history and habit, to reduce costs, to
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reduce the size of government by controlling the number of employees, to minimize bureaucratic
red tape that restricts or slows innovative policy, and to offer consumer’s greater choice in
_ serv1ce prov1ders But contract:lng out raises serious questrons about public accountab1hty

The use of nonproﬁts by governments to dehver services may separate
governments from direct credit or blame for services funded, thus underrmmng
popular support for public financing of programs or promotmg cynicism toward
nonproﬁts if programs do not work (Borrs 1999: 24)

- For most governments “the de01sron to contract~out .occurs desprte 1ncomp1ete understandlng
of the effectiveness of the contract and of the. momtor/contractor relatronsh1p in ensu:rmg .

B accountabﬂlty”(Walters 1999 16)

' The current system of human services in Sedgwick County evolved over time and, in fact, has |
. |changed fairly dramat1ca11y during the past decade. It is made up of numerous providers, with | .
|multiple funding streams, program restrictions, e11g1b111ty criteria, and target populatrons There '
s acknowledged need for strong leadershlp in semce planmng, coordmatlon and resource
| '.'.allocauon T e el RNk

3Sedgw1ck County 1s relatlvely unlque in Kansas in that it has adrmmstrative respons1b111ty asa. o
~ regional mental health center, a community developrnental disability organization, and an area |

L agency on‘aging.”Also, Sedgwick County is a single judicial district, which gives it -
._adm1mstrat1ve responsrblhty for ]uvemle Justice programs. . While these service dehvery systems s

- are related they all operate under different  state and federal law and regulatron In the rest of the :
state many of these servzlces are operated by mult1 county prlvate non proﬁts N -

= Because it is respons1ble for . so rnany human service arcas, Sedgw1ck County 1s in an 1deal
i .'-posmon to provrde leadership in system planning, coordination and allocation. Tts ablhty to do
's0 1s seriously hindered, however by the fact that it is also a service provider which competes

TR “directly for funds.” There is. some question that any organization can snnultaneously serve both

. overseer and prov1der roles. Research revealed that the County is most trusted in the areas of

- 'developmental disabilities and aging. Those are program areas in which the County has -

- traditionally served as planner information broker, client advocate and quality assurer. The

~County is least trusted in mental health where it is a direct service provider. There is percept1on

- in the community that COMCARE chooses to provide direct services for clients that qualify for
specific funding streams and to contract services for client populatlons that have lower priority in
the state mental health system and receive lower reimbursement rates. There is also a belief that

- 'COMCARE looks after its own fmancral needs before resources are freed for allocation to other

prov1ders Some of the distrust may be the result of communication breakdowns but there is
: _also a systemrc conﬂlct that hinders partnershlp—bulldmg -

On the other hand, some researchers (M11ward 2000) argue that mental health orgamzatrons

improve their contract negotiating power if they also maintain a role as service provider. It is
critical that government buyers have some knowledge of the cost of production to know whether
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or not they are getting a fair price. Some production is necessary if goverrnments want to be
smart buyers. If Sedgwick County wants to retain leadership in human service planning,
coordination and resource allocation, it should consider placing that function in a division
scparate from direct service dehvery

The organization of human services within the County is related to a more fundamental polrcy
questlon - : o :

“|The pubhc human service system is the result of numerous precemeal changes that have taken
place over several years. Now is an ideal time to rethink what services local government should
|produce directly and what services should be contracted Who should the County contract w1th '
- and for whlch clrent populatrons‘? : e S

o -What is gamed when serv1ces are contracted‘? Is the pubhc better served 1f a govemment service
- delivery monopoly is replaced by a nonprofit monopoly’? Are efforts to improve accountab1l1ty
- “forcing uniformity that undermines the diversity and ﬂex1b111ty of nonproﬁt service delivery?
. "With what Just1ﬁcat1on does the County treat nonproﬁt contractors different from for-proﬁt
o contractors‘? o : : _ _

e There are also quest1ons about target populatrons and mtergovernmental relat1ons Must the -
% -_:'County accept the state’s pnor1t1es‘7 What is the appropriate mix of federal ‘state, and local

*government revenue and private funding for human services? When resources are madequate to

*serve all those el1g1ble what allocation decisions should: be made e.g. restrlcted eligibility or =
- waiting lists, and who should make-those decrslons‘P How thin can resources be spread before

- .'_"they become meffectwe for- nearly all clients? Is the pubhc W1llmg to accept the reality that there _' R

" are some clients who are unlikely to 1mprove no matter how many services are provrded or that

- in the best of human delivery systems, there will be occasional failures? Who is ultimately

. responsrble for carmg for the hardest to serve, most vulnerable and needy popula’aons’?

- -.These are d1fﬁcult questrons and ones for Whlch there is no clea:r p011t1cal consensus desprte
many years of publrc drscussmn : : -

- |In 1914 Alexander Fle1sher declared “Of all the problems in somal pohcy none is more -
- |harassing, more complex and perennial than that of determmmg the proper relatron of the state -
~to privately managed charities within its borders. This is the sore thumb of adrmrnstratlve '

: polrcy” (C1ted in Smith, 1999: 186) i - : :

| _Nearly a century later the quest1ons if anytlnng, are even more complex and perenmal and ofa
" much larger scale. They remain a sore thumb and probably always will. Elected officials are .
- ultimately responsible for protecting the public interest and balancing the demands for effective

' human services with all the other demands placed on the public purse. The system of human

- services will never be perfect, but it is much better today than it was when Fleisher spoke - With
thoughtful pubhc debate, it will be even better in the future. : _
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