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Course Description

Nonprofit and non-governmental organizations have grown in numbers, wealth, and importance throughout the world over the past fifty years. This course provides an overview of the statutory, regulatory, and tax regimes under which nonprofits operate, the question of why nonprofits exist, major fields of activity in which nonprofits operate, and policy and legal challenges faced by today's nonprofits. In addition to considering forces shaping non-governmental organizations in the U.S., Europe, and Asia, the course will give attention to the growth of transnational nonprofits operating outside the nation state framework. It will also focus on particular industries, including social services, health care, education and religion. Consideration will also be given to the particular problems posed by organizations operating outside the boundaries of the United States.  Readings, discussions, and written assignments are intended to help students to think critically about the challenges managers and policymakers face with the continuing growth of the nonprofit organizations domestically and internationally.

PAF 9150 enables students to think critically about the nonprofit sector, to analyze complex emerging policy issues, and to understand the forces that shape nonprofit organizations and their relations to business and government. While it is not a management course per se, 9150 has been designed to give students the broad vision they need to be effective leaders in the sector. 
Required readings: all readings will be posted on the course Blackboard 8 pages.

Oral Presentations: Working as teams, students will be required to make one or more oral presentations to the class.

Written assignments: in the course of the semester, students will write three short (3-5 page) papers based on the readings. 

Final project: Students will write a 10-20 page case study of a large nonprofit organization: it’s history, evolution, mission, management, financial status, role in its subsector and ways that it is changing and adapting in the light of contemporary social policies. 

Determination of Students’ Grades

Class participation (attendance, punctuality, participation, preparation):  30%

Oral Presentations:  30%

Short papers: 30%

Final project: 10%

Blackboard and Email: Please check Blackboard regularly for announcements and course information.  Be sure that the email address used for Blackboard is the one you use since I will use it to contact you.  

Class Format: The first hour of the class will feature a student case presentation and class discussion. Following a 15 minute break, the remaining hour-and-a-quarter will be devoted to class discussion of assigned readings.

Using the Syllabus
Sections of the syllabus describing each class session contain a series of bulleted questions. Please read these carefully before you do the readings. They are intended both to call your attention to major substantive issues in the readings and to inform class discussions.

I. BASIC CONCEPTS
Week I
(September 2)

Nonprofits at Home and Abroad: An Overview

The terms used to describe nonprofits and NGOs -- “nonprofit organization,” "non-governmental organization," “nonprofit sector,” "civil society" -- are neologisms invented or appropriated by scholars and policymakers in their efforts to make sense of the proliferation and increasing centrality of philanthropic giving, non-stock corporations, and other charitable tax exempt entities in the second half of the twentieth century. 

The meaning of these terms is contested. To some a term like "nonprofit sector" refers narrowly to the universe of organizations registered as nonprofits or NGOs with government agencies concerned with taxing and regulating such entities. To others, the term is coextensive with "civil society" -- the broad domain of formal and informal non-state actors that facilitate the activities of government and business. 

Some see nonprofits, NGOs, and civil society as clearly differentiated from government and business. Others view them as forms of collective action authorized -- and often subsidized -- by the state in order to assist government in implementing public purposes. 

In fact, it is difficult to generalize about these entities and activities. The extent to which they are independent of or dependent on government and markets is contingent on a variety of factors, including the constitutional and legal frameworks within which they operate, tax and regulatory regimes, and cultural preferences. 

Even within the United States, the role, function, and prerogatives of nonprofits vary between the federal government and the states and from state to state. Some states accord nonprofits broad privileges and subject them to minimal oversight and regulation. Other states restrict their activities to those providing public benefit and monitor their activities closely. Even within these jurisdictions there are major variations, depending on the industry in which nonprofits operate. Some industries, like the human services, nonprofits are heavily subsidized and closely regulated, deriving most of their revenues from government grants and contracts. In other industries, like religion, government subsidies are largely indirect (exemption from property, sales, and other taxes) and regulation is minimal or non-existent.

Generalizing about nonprofits and NGOs outside the United States presents its own difficulties. To begin with, these entities fall into three major categories: 1) nation-based NGOs operating internationally (i.e., Amnesty International, the Ford Foundation); 2) transnational NGOs based in several nations (i.e., Oxfam, the Anglican communion); 3) indigenous NGOs. There are, in addition, quasi-governmental multi-lateral organizations like the World Bank and the World Health Organization, transnational alliances of indigenous NGOs (the anti-globalization movement, Al Qaeda), and network organizations (like the community of LINUX developers). Each of these presents formidable analytical challenges, not only requiring us to grasp alternate legal systems and public cultures, but also demanding that we understand emerging forms of collective action that operate beyond domain of the nation-state.

Engaging these issues is more than an exercise in metaphysics. Globalization challenges public officials, policy makers, managers, and academics to understand not only national institutional systems, but the interaction and interdependence of institutions in other nations, as well as those operating beyond national borders. 

This course does not pretend to offer a fully comprehensive view of the nonprofit universe. At best, it seeks to impart basic knowledge about the role and function of nonprofit organizations and their relation to governments and markets, as well as the critical perspectives that will enable students to make sense of this rapidly growing and changing global domain.

One final disclaimer: this course is a work-in-progress. Virtually all introductory nonprofit courses currently taught focus on the experience of particular nations, especially the United States. This effort to approach nonprofits as a global phenomenon, is a curricular experiment, the success of which will require not only your engaged participation, but your candor in assessing the value of readings, discussions, and other class activities.

While many nations have long traditions of associational activity and have permitted the existence of eleemosynary institutions of various kinds, nonprofit organizations and the "sector" to which they belong are distinctive products of the modern state. 

· Why in the United States after 1945 did nonprofit organizations proliferate to such an extraordinary extent? What is the connection between the growth of nonprofits and the growth of the welfare state?

· What aspects of tax and regulatory regimes stimulated the proliferation and increasing centrality of nonprofits in the U.S.?

· Does Salamon's description of the sector's expansion as coming from "below," from the "outside," and from "above" accurately portray the situation in the U.S.? What are some examples of these three sources of growth? What are some examples of these sources of growth outside the U.S.?

· Salamon sees the global "associational revolution" of our time as the product of the convergence of "four crises and two revolutionary changes." What are these crises? What are these changes?

Readings:

Peter Dobkin Hall (2006). "Philanthropy, the Welfare State, and the Transformation of American Public and Private Institutions, 1945-2000.

Lester M. Salamon. (1994). "The Rise of the Nonprofit Sector." Foreign Affairs 73(4)(July/August), 109-122. 

Mini-case for Class Discussion:

John Carreyrou. "Nonprofit Hospitals Flex Pricing Power in Roanoke, Virginia; Carilon's Fees Exceed Those of Competitors; the $4,727 Colonoscopy." Wall Street Journal. August 28, 2008.

Questions for Case Discussion:

1.
What are the facts of this case? Who are the major actors? What are the major issues?

2.
Describe the Carilon Health System as an organization.

3.
What aspects of Carilon's nonprofit status give it "market clout" in relation to potential 
competitors?

4.
What aspects of Carilon's behavior seem inappropriate for a "charitable" organization?

5.
Describe the relation between Carilon's charitable and commercial activities. How do they 
complement one another. In what ways are they in conflict with one another?

Week 2
(September 9)
Conceptualizing Nonprofits: Legal Issues

The way we conceptualize nonprofits has important implications for policy and management. To the extent that they are considered to serve the public interest, they may be held to high standards of accountability. To they extent that they are deemed to serve private or special interests, they may be held to standards that differ little from those to which businesses are subject. The extent to which they are considered to serve expressive purposes may discourage government regulation. The extent to which they are believed to serve instrumental purposes may affect both their regulatory burdens and the extent of government subsidy for their activities.

Giving, volunteering, and the organizations through which these activities take place often antedated the constitutional, statutory, and juridical regimes that subsequently sought to define and codify them. How the law treats entities and activities not only defines their relationships to government and citizens, but may also create powerful incentives and disincentives affecting their development. This reading invites you to consider these questions:

· What is the significance of the federal system as it affects the architecture of nonprofit law?

· What is a trust? a corporation? a nonstock corporation? a charitable corporation?

· If nonprofits have no owners or stockholders and are not agencies of government, who has standing to hold them accountable for their actions?

· What relationship, if any, is there between the formal organizational characteristics of nonprofits and the substance of what they do?

· Historically, the legal authority for eleemosynary organizations derived from charities law rather than the general law of corporations. In what ways does the ABA Model Non-stock Corporation Statute reflect the changing role and function of nonprofit organizations?

· Before the adoption of the ABA Model Statute, nonprofits were held to the "trust" standard of fiduciary conduct rather than the "business judgment" standard. What are the differences between the two standards? What impact do you think the adoption of the "business judgment" standard might have on nonprofits' accountability to the public, to members (in membership organizations), to donors, and to other stakeholders?

Readings:


Evelyn Brody (2006). "The Legal Framework for Nonprofit Organizations," in W.W. Powell and R. Steinberg (eds.), The Nonprofit Sector: A Research Handbook, Second Edition.  

M.C. Hone. (1989). “Aristotle and Lyndon Baines Johnson: Thirteen Ways of Looking at Blackbirds and Nonprofit Organizations – The American Bar Association’s Revised Model Nonprofit Corporation Act.” from Symposium: What Is Charity? Implications for Law and Policy. Case Western Reserve Law Review 39, 751-774.  
Questions for class discussion:

    * What are "model laws"? What are their connection to laws actually enacted by governments?

    * Who is involved in drafting model laws? What does this tell us about how law is made?

    * Why did scholars and policy makers in the 1980s perceive the need for drafting a model law? What 

      did they hope to accomplish by doing so?

    * Did the drafting committee reach consensus about the meaning of the term "nonprofit organization"? 

      What were some of the meanings members of the committee brought to the discussion?

    * Why is a clear definition of the term necessary in drafting a law?

    * What is mean by the term "fiduciary standard"? How did the model act seek to change fiduciary 

      standards relating to nonprofits?

    * Who benefits from the kind of legal uniformity model laws seek to create? The public? Organizers and   

      managers of nonprofit/nonstock corporations? Government?

Case for Class Discussion:
Thomas Silk. Organizing Planet Water. From "The Legal Framework for Nonprofits in the United States" in Robert Herman and Richard Heimovics, Jossey-Bass Handbook of Nonprofit Leadership and Management (2006).

Questions for Case Discussion:

1.
Who are Jim and Beth Rankin? What "mission" led them to form Planet Water?

2.
What other ways could they have accomplished their mission besides using a formal 
organization?

3.
Why did they chose to organize Planet Water as a nonprofit? What advantages come from 
nonprofit status? What disadvantages?

4.
What formal steps did they have to follow in establishing Planet Water? What state laws did they 
have to observe? What federal requirements did they have to fulfill?

5.
What is incorporation? What obligations does incorporation impose on the people forming an 
organization?

6.
What is tax exemption? What do state and federal governments require of organizations applying 
for tax exempt status?

7.
How does exempt status affect the way organizations like Planet Water manage their finances? 
How does it affect donors and funders of the organization?

8.
What are Planet Water's sources of revenue? How important are earned (commercial) revenues?  
Do Planet Water's commercial activities complement or conflict with its mission?

9.
How is Planet Water governed? What is the role of the board? What differences are there 
between members of a nonprofit and stockholders in a for-profit corporation? What authority does 
the board have over staff?

10.
How do state and federal governments monitor the activities of exempt organizations?

Week 3
(September 16)

Conceptualizing Nonprofits: Tax and Regulatory Issues
In addition to statutes and judicial decisions that determine the legal status of nonprofit organizations and their relations to donors, to the public, and to government, tax and regulatory regimes provide incentives and disincentives which organizing enterprises under particular forms of ownership. Often these regimes link privileges to regulatory burdens. 

· In what ways might governmental classification and regulatory schemes distort the activities of associational or charitable entities that existed before their enactment?

· Governmental tax authorities regard tax exemption as a subsidy. Is this a reasonable assumption? If so, why. If not, why not? 

· How does the subsidy rationale for tax exemption affect governments’ regulatory authority over nonprofits? In what ways might a non-subsidy rational affect those claims?

· What are some of the trade-offs between privileges and constraints under the federal tax regime?

· Consider the ways in which the federal regulatory regime can be considered a tool of economic or political management.

Readings:


John G. Simon. (1987). “The Tax Treatment of Nonprofit Organizations,” in W.W. Powell, (ed.). The Nonprofit Sector: A Research Handbook, 67-98.  

"Hospital Utilization Project v. Commonwealth of Pennsylvania " (abridged). Supreme Court of Pennsylvania. 507 Pa. 1; 487 A.2d 1306; 1985 Pa. LEXIS 297 (1984)

Questions for class discussion:

· What is this case about? Why did the local tax authorities deny the Hospital Utilization Project its property tax exemption despite its exempt status under federal law?

· What did the court have to say about the relation between an organization's status under federal law and its status under state law? What does this tell us about the relation of federal, state, and local jurisdictions?

· How do federal criteria for charitable tax exemption differ from Pennsylvania's?

· What are the "five prongs" of the Purely Public Charities test?

· Which do you think best defines a charity? Being subject to the non-distribution constraint? Or fulfilling the requirements of "purely public charity"?

Suggested Readings:

"501(c)" in Wikipedia <http://en.wikipedia.org/wiki/501(c)>
Review on-line IRS forms 1023 < http://www.irs.gov/pub/irs-pdf/f1023.pd>  and 990 <www.irs.gov/pub/irs-pdf/f990.pdf>

Mini-case for Class Discussion:
Stephanie Strom. "Tax Exemptions of Charities Face New Challenges." New York Times. May 26, 2008.

Question for Case Discussion:

1.
What are the facts and issues in this case?

2.
What "special treatment" do nonprofits receive under federal, state, and local law?

3.
Why are federal, state, and local authorities challenging the tax exempt status of nonprofits? Why 
is there "confusion" over what constitutes a charity?

4.
Why did the Minnesota Supreme Court rule that Rainbow Child Care Center was liable for local 


property taxes? How did this decision affect its federal tax exemption? What does the outcome of 
this case tell us about the relation between federal and state charities laws?

5.
Does federal law require that charities act charitably in terms of purposes and operations (i.e., 
how it prices its services)? 

6.
What is a "purely public charity"? What states have purely public charities statutes?

7.
What "unintended consequences" could result from rulings like the one in the Minnesota case?

Week 4
(September 23)

Conceptualizing Nonprofits Globally

The characteristics of nonprofit organizations vary according to national constitutions, legal and judicial systems, tax and regulatory regimes, and such cultural factors as religious and social values and attitudes towards government. Some countries outside the U.S. have long-established voluntary and philanthropic traditions and laws and policies that encourage private initiatives in the public interest. Most do not, however. Because of this, one of the most interesting questions about the future of global civil society is whether these states will emulate Anglo-American models or will attempt to draw on indigenous law and custom to creative their own distinctive nonprofit sectors.

· What is the difference between "the law of nonprofit organizations" and the "international law of nonprofit organizations"? 

· What are the ten major issues with which nonprofit law must deal?

· How does Silk see indigenous legal systems and cultural values affecting the development of NGOs in Asia Pacific societies? What are the major differences between these nonprofit sectors and that of the U.S.?

· Do our readings suggest that legal, tax, and regulatory regimes friendly to NGOs are sufficient to encourage the growth of civil society?

· How are NGOs changing global politics? What can NGOs do that governments and multi-lateral organizations cannot?

Readings:

Lester M. Salamon & Susan L.Q. Flaherty (1997). "Introduction" and "Nonprofit Law: Ten Issues in Search of Resolution." In Salamon (ed.)., The International Guide to Nonprofit Law, 1-42.  
Barnett Barron. (2002). "The Legal Framework for Civil Society in East and Southeast Asia." International Journal of Nonprofit Law 4(4)(July).  
Kathryn Sikkink. (2002). "Restructuring World Politics: The Limits and Asymmetries," Sanjeev Khagram, et al. (eds)., Restructuring World Politics: Transnational Social Movements, Networks, and Norms, 301-317.  
Case for Class Discussion:

Oxfam America: Becoming a Global Campaigning Organization. Kennedy School of Government case C16-04-1738.0 (2004)

Questions for Case Discussion:

1.
What are the characteristics of globalization?

2.
 In what ways can we see OA's strategic plan as a response to globalization?

3.
What aspects of the old Oxfam model  stand in the way of its responding effectively to the 
challenges of globalization?

4.
How did the new structure of Oxfam promote the goals set forth in the "Five Aims" and "3 
Promises" of the 2001-2004 Strategic Plan?

5.
What were the elements of "restructuring for global campaigning? How did they affect 
activities at headquarters? In the field?

6.
What challenges did Oxfam encounter im implementing its new goals? How did it 
respond to these challenges? Were these responses effective or successful?

Week 5
(September 30)

Why Do Nonprofits Exist? Theories of Nonprofit Organization

Non-governmental intermediary organizations including political parties, labor unions, special interest groups, and other nonprofit organizations have come to be regarded as indispensable components of democratic government. Considerably after the fact of their emergence, political scientists have endeavored to offer theories explaining why this is so.

· What does Salamon mean by the term "government failure?" Is this an accurate description of the inevitable majoritarian constraints to which democratic governments are subject?
· What are "public goods"? Why can't market organizations provide them? Why are nonprofits and government more able to do so?
· Proponents argue that nonprofit organizations promote pluralism and diversity. What factors, if any, would suggest that they are any more or less likely to do this than market organizations or government?

· Under what circumstances are nonprofit organizations likely to be created?  Are they more likely to emerge in heterogeneous or homogeneous societies? Why?

· What aspects of democracy limit the range of goods and services governments are likely to provide?

Readings:


Lester M. Salamon. 1987. "Of Market Failure, Voluntary Failure, and Third Party Government: Toward a Theory of Government-Nonprofit Relations in the Modern Welfare State," from Jon Van Til, Susan Ostrander, & Stuart Langton (eds.), Shifting the Debate: Public/Private Sector Relations in the Modern Welfare State (1987).  <http://www.sachem.org/Salamon_Of_Market_Failure.pdf>
Burton A. Weisbrod. 1986. "Toward a Theory of the Voluntary Sector in a Three-Sector Economy." in by Susan Rose-Ackerman (ed.), The Economics of Nonprofit Institutions: Studies in Structure and Policy (1986), 21-44.  <http://www.sachem.org/weisbrod001.pdf>
II. Fields of Activity

Although nonprofits possess certain generic characteristics – lack of owners, non-distribution of surpluses, nominal accountability to certain public authorities --, they vary significantly according to the industries in which they operate. The health care industry, for example, is subject to different policy contingencies, regulatory constraints, and resource dependencies than, say, the religion industry (Health care is almost entirely financed through user fees, whereas the resources base for religion is almost entirely donations of money and volunteer time). Similarly, human services, which are almost entirely dependent on government contracts, differ from arts and culture organizations, which depend substantially on support by wealthy individuals. 

These differences have given rise to political controversies and policy debates that vary from industry to industry. In health care, concerns about the costs of medical treatment, have produced policies that have profoundly affected forms of ownership and organization. In human services, controversies have swirled around questions of financial accountability and monitoring quality of service. In arts and culture, tensions have developed between traditional standards of quality and institutional efforts to maximize income. In religion, efforts by governments to subsidize “faith-based” social services have kindled debates about church-state separation and the threat that government subsidy poses to the autonomy of religious bodies. With the rise of special interest politics and the increasing stake of many nonprofits in government support, concerns have arisen over the political activism of tax exempt organizations.

Nonprofit/non-governmental organizations pose their own unique sets of problems not only because of their variety -- some are US-based, but deliver services outside the US; some are based outside the US but solicit funds there; some are multi-centered transnational network organizations; some are quasi-governmental; some are private --, but also because many of them are organized under legal and regulatory regimes that differ significantly from US models. Because many of them operate beyond the reach of national authorities, they pose uniquely difficult regulatory and monitoring problems.

These examples hardly exhaust the range of possibilities. At most, they are intended to alert you to the differences between the industries in which nonprofits operate and the factors underlying these differences.

Week 6 (October 7)

Health Care

Over the past century, the health care industry has been peculiarly turbulent in terms of preferences in ownership form: in 1930, only 25% of hospitals were nonprofit (with the remainder being proprietary or government-run); by 1960, two-thirds were nonprofit; in 2000, many had either been converted to proprietary ownership or were enmeshed in complex organizational arrangements which mixed proprietary and nonprofit modalities of control and ownership. These transformations in the health care industry provide opportunities for testing some of the theories and theoretical assumptions offered by scholars and used by policymakers. 

· In what ways are nonprofit hospitals different than for-profit hospitals? 

· Why do cross sector mergers occur if nonprofits are indeed responding to market/contract failure?

· What factors need to be considered when deliberating over a proposed merger? 

· What course of action would you have recommended to McLean Hospital? 

· Is health care a public or a private good? To what extent does the resolution of this question determine, from the standpoint of various constituencies (the electorate, consumers, providers, donors, investors), the best form of ownership?

Readings:


KSG Case: Medicine and the Profit Motive: The Proposed Sale of McLean Hospital.  

John Gooddeeris and Burton Weisbrod (2006). "Ownership Forms, Conversions and Public Policy," Nonprofits and Government: Collaboration & Conflict, 277-310.  

Bruce Jennings, et al.. (2002). Ethics and Trusteeship for Health Care: Hospital Board Service in Turbulent Times.  

Week 7 (October 14)

No Class
Week 8
(October  21)

Social Welfare

Over the past half century -- and at an accelerating pace over the past two decades -- governments have been outsourcing tasks once performed by government agencies to nonprofits. Some argue that this has compromised the independence and reduced the diversity of nonprofits. Others suggest that it has created a domain of entities accountable neither to government nor to constituencies such as funders, clients, and the helping professions.

· How should public and nonprofit sectors manage their relationship?

· In what ways does contracting create opportunities for nonprofit entrepreneurs?

· Does privatization increase or decrease the accountability of services providers to their funders, clients, and other constituencies?

· How does contracting impact the policy process? In particular, what is the role of litigation in shaping social welfare policy?

Readings:


Carol Devita & Eric Twombley. (2006). "Nonprofits and Federalism."  In Nonprofits and Government: Collaboration & Conflict, 257-267.  

Steven Rathgeb Smith. (2006) "Government Financing of Nonprofit Activity." Nonprofits and Government: Collaboration & Conflict, 219-256.  
Kristin Gronbjerg. (1994). Understanding Nonprofit Funding, Chapter 1.  

Case for Class Discussion:
"The Challenge of Multi-Agency Collaboration: Launching a Large-Scale Youth Development Project in Hartford. Kennedy School of Government Case 16-02-1673.0. (2002)

"The Challenge of Multi-Agency Collaboration: Launching a Large-Scale Youth Development Project in Hartford -- Sequel. . Kennedy School of Government Case 16-02-1673.1. (2002)

Questions for Case Discussion:

· What levels of government and what government agencies were involved in the YO Hartford initiative? What were their respective roles (funder, governing body, coordinating body, service provider, evaluator)?

· What nonprofits were involved in YO Hartford? What were their roles?

· How did DOL's and Hartford's agency's vision of the initiative differ? 

· What were the major challenges facing the YO Hartford initiative? What were the sources of these challenges?

· What might DOL have done to avoid or prevent the problems that arose?

· Was the initiative a success? If it succeeded, was it because of or in spite of the federal government's role?

· What does this case tell us about the power dynamics of nonprofit partnerships with government?

Week 9 (October  28)

  Federated Fundraising and the United Way 
United Way is one of the most important and ubiquitous philanthropic institutions in the United States. As a federated fundraiser, it seeks to raise money for a variety of core community nonprofit agencies. It has unusual power, not only because of the size of the grants it makes, but also because of its ability to decide which community agencies are worthy of its support. United Way is predicated on the idea that civic leaders can define community needs and what agencies are best able to serve them. This idea has become increasingly contested over the past half century. 
Deborah Kaplan Polivy. "United Way: Understanding How It Works Is the First Step to Effecting Change." In Carl Milofsky (ed.), Community Organizations: Studies in Resource Mobilization and Exchange (Yale, 1988), 157-169.

Emily Barman. 2006. "The United Way and a Community of Place" and "Alternative Funds and Communities of Purpose," from Barman, Contesting Communities: The Transformation of Workplace Charity, 18-59.
Study Questions: 
1. 
What is the structure of United Way? How does it make decisions? Who is included in the decision 
making process? Who is not included? 
2. 
What are the basic ideas behind United Way? Why have these become controversial? How has 
United Way responded to challenges from its critics? 
3. 
What is the relationship between local United Ways and its national headquarters? 

4.
Why does United Way find it difficult to respond to the increasingly diverse character of America's 
communities?
5.       What's the difference are the differences between "communities of place" and "communities of          

          purpose"?

Case for Class Discusion:

"United Way of Massachusetts Bay." Harvard Business School Case 9-599-042 (2001).
Questions for Case Discussion:

1.
What crisis was UWMB facing? What were its causes?

2.
To what extent was the crisis due to changes in the economic and funding environment? To what 
extent were they due to changing attitudes about community and about giving? 

3.
To what extent were UWMB's problems due to increasing competition for donations? Who were 
UWMB's competitors? 

4.
To what extent, if any, could UWMB's problems be attributed to a shift in community values from 


"place" to "purpose"?

5.
Describe UWMB's allocation process. What changes raised questions about the effectiveness of 
this process?

6.
How did UWMB respond to changes in its environment? What is "targeted  funding"? "Targeted 
fund-raising"? Were these effective responses to the crisis of declining donations?

7.
Describe the ways in which UWMB used technology in its marketing initiatives. Why were they 
described as risky? Were they successful?

Week 10 (November 4)

Religious Bodies and Faith-based Organizations 

Proposals to use government funding to support the provision of social services by “faith-based” organizations are generating intense debate. These proposals raise constitutional, policy, theological, and management questions – all of which are compounded by general misunderstandings about the nature of religious organizations and their role, past and present, in social welfare.

· What is a faith-based organization? What is a religious organization? What is a church?

· What privileges and protections do religious bodies possess that secular nonprofits do not?

· What management and governance problems might government funding pose for faith-based organizations?

· What problems is charitable choice designed to solve? What problems might it create?

Readings:
     

P.D. Hall. (2002). “Historical Perspectives on Religion, Government and Social Welfare in America,” from Mark Silk & Andrew Walsh (eds.), Covering Religion’s Impact on Urban Affairs and Social Services. 

Mark Chaves. (2002). “Religious Congregations and Welfare Reform: Assessing the Potential,“ from Mark Silk & Andrew Walsh (eds.). Covering Religion’s Impact on Urban Affairs and Social Services. 

Thomas Jeavons. (1998). Thomas Jeavons, “Identifying Characteristics of ‘Religious’ Organizations: An Exploratory Proposal,”  from N.J. Demerath, et al. (eds.), Sacred Companies: Organizational Aspects of Religion and Religious Aspects of Organizations (1998). 

Case for Class Discussion:
"A Mega-Church Takes on Urban Problems: Fellowship Bible Comes to South Midtown. Kennedy School of Government Case C16-05-1780.0

Questions for Case Discussion:

1.
What was the nature and extent of Fellowship Bible's South Midtown initiative?

2.
In what ways was the initiative consistent with -- or in conflict with -- the congregation's religious 


mission?

3.
It what ways, if any, was the initiative supposed to enrich the spiritual life of the congregation? Of 
individual members?

4.
How did Fellowship Bible come to decide on launching its urban mission?

5.
What could a "faith-based" initiative of this kind do that secular and governmental programs could 
not do?

6.
What does this case tell us about relations between church and state? among churches? 
between churches and secular nonprofits?

7.
What does this case tell us about the potential role of religious organizations in pubic life?

Week 11  (November  11)

Arts and Culture

Once the preserve of wealthy private collectors and scholarly amateurs, the arts have become increasingly dependent on grants from foundations and corporations, on earned income from fees and sales of goods and services,  and on government largesse. Some argue that these market and political dependencies have corrupted arts organizations and diverted them from their missions.

Questions for class discussion:
· What is the "mission" of an arts organization?

· When and under what circumstances should the arts receive public funding? 

· Should arts organization be subject to the same market tests as other nonprofit organizations?

· How can public funders  judge the quality of an arts organization?

· Is dependence on public funding or commercial activity any more or less problematic than dependence on wealthy donors and collectors?

Readings:

Paul DiMaggio. (2006). "Nonprofit Organizations and the Intersectoral Division of Labor in the Arts." In Walter W. Powell & Richard Steinberg (eds.). The Nonprofit Sector: A Research Handbook - Second Edition, 432-451.  
Klaus Muller. (2003). "The Culture of Globalization."  Global Degree: A Study of Globalization. ."  
Helmut K. Anheier & Stefan Toepler. (1998). "Commerce and the Muse: Are Art Museums Becoming Commercial?", in Burton A. Weisbrod (ed.), To Profit or Not to Profit? The Commercial Transformation of the Nonprofit Sector. New York: Cambridge University Press, 233-248. 

Case for Class Discussion:
"LA Philharmonic and Walt Disney Concert Hall, Part A: Turnaround Vehicle?" Kennedy School of Government Case C16-07-1868.0

Questions for Class Discussion:

1.
What challenges were faced by the Los Angeles Philharmonic in terms of audience, finances, and 


leadership?

2.
How did the orchestra propose to meet these challenges?

3.
Why did the orchestra view the Disney Concert Hall as an opportunity? What did it stand to gain 
from moving to a new venue? What problems did the move pose?

4.
Describe LA's philanthropic community? What roles did wealthy institutions and individuals play in 


transforming the orchestra? What were their motives?

5.
How did the city stand to benefit from the vitality of arts institutions like LAPO?

6.
In reinventing itself, did LAPO become more or less market-oriented? Were these changes 

consistent with -- or in conflict with the orchestra's mission? How did LAPO's mission change as a result of its "reinvention"?

Week 12 (November 18)

No Class
III.
Controversies: Dilemmas of Accountability & Governance

Because they do not have owners, stockholders, investors, or – in most instances – members, nonprofits pose unique problems of accountability. While nominally public, they are not part of government. In the U.S., nonprofits are formally accountable only to the attorney general of the state in which they are incorporated, to federal and state tax authorities, to members of their own governing boards  -- and, in the case of membership organizations, to their members. Because nonprofits are deemed to be primary means by which citizens exercise their constitutionally-guaranteed rights of expression and association, government seldom seeks to regulate the purposes of nonprofits, generally confining itself to overseeing the fulfillment of fiduciary obligations. Obviously, nonprofits are subject to licensing and accrediting agencies in the industries in which they operate. 

Outside the U.S. NGOs generally are subject to greater government oversight, since, under the civil law, their existence is specifically authorized by the state. NGOs operating outside the boundaries of nation-states present particular unique dilemmas, since transnational monitoring mechanisms have yet to be created.

Although not formally accountable to owners or stockholders, nonprofits and NGOs are subject to the expectations of a variety of stakeholders who have capacity to influence what nonprofits do and how they do it. Customers, clients, volunteers, donors, and funders have the power to enforce a kind of market discipline on nonprofits by withholding their support. Other stakeholders can enforce political discipline, through media exposés, litigation, and political action intended to prompt government intervention. 

The governing board lies at the heart of the problem of nonprofit accountability. Though boards can be constituted to represent the interests of members and stakeholders, there is no legal requirement for such representation. Often self-perpetuating, the extent to which boards are attentive to the interests of the public and stakeholders varies greatly. 

Because nonprofits perform important public tasks, often under direct or indirect government subsidy, the nature and extent of their accountability to government and to stakeholders has been the source of perennial debate. As the nonprofit/NGO universe becomes more global, this debate has intensified.
Week 13  (November 25)
Governing Boards: What do they do? Who do they serve?

The board of directors is, nominally, the primary arena for nonprofit governance. Even in membership organizations, the authority to make decisions is usually delegated to boards. Boards set organizational policy and goals, raise funds, hire and fire executive staff, and mediate relations with government and stakeholders. 

Boards can take many forms. Organizations whose staffs are highly-skilled professionals, like universities and hospitals, often have internal and external boards, the former responsible for decisions on educational or medical matters that can only be made by professionals, the latter focusing on overall policies relating to policy, goals, and finance. Some nonprofits, like Harvard, have multiple external boards, the President and Fellows and the Board of Overseers, one self-perpetuating, the other elected by the alumni. Many boards are elected by organizational members. Others are self-perpetuating, Some are composed of ex officio members who serve by virtue of positions they hold in other organizations or agencies.

Many nonprofits are federated or franchiseform organizations, single organizations composed of chapters. In some of these, the umbrella organization wields authority over its subunits. In others, the umbrella organization is subject to the authority of its subunits (i.e., the Roman Catholic Church versus the Southern Baptist Convention). Each of the components of such organizations is likely to have its own governing board. 

The commonality amidst all this variety is the fact that nonprofits are self-governing organizations and that the task of governing is delegated to boards of directors. This is why, in the public debate about corporate abuses, so much attention is focused on boards of directors -- the groups formally empowered to be stewards of the public interest, as well as those of major stakeholders.

· Whose interests do nonprofit boards of directors represent? Who, if anyone, should they represent?

· Would boards, if legally required to represent organizations’ constituencies, serve the public interest any more adequately than a reflective and conscientious self-perpetuating body?

· On what basis can the argument be made that nonprofits should serve the public interest and that the role of boards is to represent the public rather than the private interests of their organizations. What is the "public interest"? Who determines it? Is it reasonable to argue, as Justice Brennan did in the Bob Jones University case, that the public interest is best served by "the diversity of association, viewpoint, and enterprise essential to a vigorous, pluralistic society" rather than mere conformity? If so, does this suggest that boards should be able to operate with minimal oversight and formal accountability?
· What’s the difference between “trust” and “business judgment” as fiduciary standards? Which is more likely to serve the public interest? The interests of organizations?

· Wood suggests that the process of organizational maturation, particularly the development of executive staff and the acquisition of external funding, materially alters the responsibilities of boards. Do you see the evolution of board oversight from participatory to ratifying styles to constitute a weakening or strengthening of its oversight capacity? As an organization matures, what steps might a board take to ensure the integrity of internal controls over management and its own internal cliques?

Readings:   

Melissa Middleton. 1987. “Nonprofit Boards of Directors: Beyond the Governance Function,” from W.W. Powell (ed.), The Nonprofit Sector: A Research Handbook, 141-153. 

Miriam M. Wood. (1989). The Governing Board's Existential Quandary: An Empirical Analysis of Board Behavior in the Charitable Sector." PONPO Working Paper #143 (New Haven, CT: Program on Non-Profit Organizations, Yale University. 
Case for Class Discussion:
J. Allen Whitt & Gwen Moore. 1996. "Using Community Networks to Diversify the Board." In Miriam M. Wood (ed.) . Nonprofit Boards and Leadership: Cases on Governance, Change, and Boaard-Staff Dynamics, 176-191. 

Questions for Case Discussion:

1.
Describe the problem facing the Montrose City Community Theater. 

2.
In what ways do board members serve a "boundary spanners"?

3.
Why does the composition of the board matter to the organization's future?

4.
Are decisions about board's membership a way of shaping its environment? How and why?

5.
How did the board determine the relative importance of stakeholder groups in making its decision 
about new board members?
Week 14  (December 2)

Commerciality
The increasing range of commercial activities in which nonprofits engage has led to efforts to restrict their conducting business activities, particularly operations unrelated to their ostensible missions. One rationale for this involves the desire to eliminate unfair competition by nonprofits that enjoy the benefits of tax exemption with for-profit businesses that pay taxes. Another is to maintain the integrity of nonprofits’ missions by preventing them from becoming enmeshed in conflicts of interest.

· Are revenues from commercial activities a threat or an opportunity for nonprofits? How might commercial revenues help nonprofits fulfill their missions? How might they undercut organizational missions?

· What is the difference between related and unrelated business income? 

· What is unfair competition? Do commercial activities by nonprofits compete unfairly with businesses providing the same goods and services? What are some examples of unfair competition between for-profits and nonprofits?

· Does public policy aim to create a level playing field between business and nonprofits? How does it do this?

· In what kinds of commercial activities did the Nature Conservancy engage? What impact did these activities have on its fulfillment of its mission?

Readings:   

Gilbert M. Gaul and Neill A. Borowski. (1993). "The Profitable World of Nonprofits,"  from Free Ride: The Tax Free Economy (1993), 1-31.  

Burton Weisbrod (ed.). (1998). To Profit or Not to Profit? The Commercial Transformation of the Nonprofit Sector. New York: Cambridge University Press, 1-22; 287-305. 
Case for Class Discussion
Washington Post series on Nature Conservancy (2003) 

Questions for Class Discussion:

1.
What was the "mission" of Nature Conservancy? Through what kinds of activities and progrsms 
did it carry out its mission?

2.
Which activities and programs of the Conservancy could be as commercial in nature?

3.
Which of these activities could be said to have subverted the Conservancy's mission? How?

4.
What is "organizational legitimacy"? Why is legitimacy important to nonprofit organizations like 


Nature Conservancy?

5.
How did the Conservancy ultimately address the legitimacy problems caused by its commercial 
activities?

6.
Does this case suggest that problematic commercial activities are justifiable if they contribute to 


the fulfillment of an organization's mission?

Week 15  (December 9)

Tax Exemption and Public Benefit
The most contentious emerging debate about nonprofits involves the question of whether nonprofits ought to be compelled to demonstrate the public benefit produced by their activities to qualify for tax-exempt status. The issue surfaced in the 1980s in decisions by the Pennsylvania Supreme Court. Over the past five years, it has been discussed in the Senate Finance Committee and by IRS policy makers. A public benefit requirement has been incorporated into charities statutes in England. The major challenge is the question of how to define public benefit. The major policy issue involves the question of whether tax-exemption is a subsidy for organizations that reduce the burdens of government -- or for pluralism and the exercise of expressive freedoms.

Readings:

Stephanie Strom. 2008. "Tax Exemptions of Charities Face New Challenges." New York Times (May 26)

Peter Dobkin Hall. "Biography, History, and Policy -- A Review Essay." 2008.

Herman B. “Dutch” Leonard . "Should Mission Statements Be Promises? (And should they have to be?) "

2006. 

Charities and Public Benefit in the UK. <http://www.charitycommission.gov.uk/publicbenefit/publicbenefit.asp>

Cases for Class Discussion
Bob Jones University v. United States. Supreme Court of the United States 461 U.S. 574 S. Ct. 2017 

HOSPITAL UTILIZATION PROJECT, Appellant, v. COMMONWEALTH of Pennsylvania.  

Supreme Court of Pennsylvania  507 Pa. 1; 487 A.2d 1306; 1985 Pa. LEXIS 297  (1985) 

Questions for Case Discussion: 

· On what grounds did the U.S. Supreme Court deny Bob Jones University's tax exemption?

· What was the basis of Justice Powell's criticism of the majority opinion in the Bob Jones University case?

· On what grounds did the Pennsylvania Supreme Court deny the Hospital Utilization Project's tax exemption? 

· How does Pennsylvania's definition of charity differ from the federal government's?

· Should tax-exempt charities be required to demonstrate that they provide public benefit? What is public benefit?

· Is charitable tax exemption a subsidy for pluralism? for carrying out activities for which government would otherwise have to be responsible? for relieving suffering?


