LEADERSHIP

Nonprofit leaders
received higher ratings
than for-profit leaders
based on feedback
from direct reports,
managers, peers,

and a category

called “others.”

Peak Performance:

Nonprofit Leaders Rate Highest in
360-Degree Reviews

by Jean R. Lobell and Paul M. Connolly

udy Michaels' starts each morning with a

clear vision of the day’s agenda: making

calls to bring in some new and much-

needed dollars, having a “quick” conver-

sation with a board member’s recent
college-graduate niece asking for potential job
options in the sector, persuading a funder to
increase the foundation’s support for a key
program, making another call to a funder on a
renewal proposal due in two weeks, attending a
management meeting to review program and
budget priorities, calling the organization’s legal
counsel on a potential discrimination lawsuit.
For this executive director of a midsized multi-
service nonprofit with a budget of $4.2 million
and a staff of 105, it will be another long, chal-
lenging, and stressful day. Before she even gets
to her desk, the day will be derailed by other pri-
orities. At 8:00 A.m., she placates an irate neigh-
bor whose car fell victim to debris left by a

'Her name has been changed in this article.
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construction crew renovating the neighborhoood
day care center. At 8:20, a dissatisfied client
waylays her at the coffee shop with complaints
about advice received from a staff person. At
8:35, she makes a mental note to speak to main-
tenance about increasing the cleaning staff’s
shift time because the beautiful fall leaves have
littered the building’s steps and become a liabil-
ity. As she heads through the front door, she is
treated to an angry rant from the membership
coordinator who supervises a persistently late
employee.

This week it's urgent to get a permit to
convert a recently acquired building into sup-
portive housing for seniors. She will have to
convince a city councilman to flex some
muscles on her behalf, the foundation officer to
approve funding to complete the prelicensing
requirements, and the neighbors to tolerate the
construction hassles for six months. And it’s
only Monday.

Such are the challenges of nonprofit leaders
wrestling with the complexities of achieving sus-
tainability and growth. Contrary to intuition, the
smaller the nonprofit, the more intense the exec-
utive’s role. The patterns of relationships are
condensed among fewer people who may have
less clearly defined roles. Despite the stresses,
amazing individuals with incredible skills rise to
the task each year to lead organizations with
important missions, driven by not much more
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The often unspoken
but pervasive belief
is that the for-profit
sector produces better
executives. But is there

any truth in this belief?
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Leaders studied

Job titles of feedback recipients

Relationships of feedback
providers

Source of feedback recipients

Table A: Nonprofit Leadership Study Description

Nonprofit Leaders
61

Executive directors, deputy directors, and senior
directors, most of whom are members of a man-
agement team

74 managers (mostly board chairs and/or some
other board members, accounting for the
greater number of managers than the number
of leaders in the study, 140 peers, and 275 direct
reports

Community Resource Exchange’s constituency of

For-Profit Leaders
2,716

Director or vice president level, midlevel leaders
in larger organizations. All are managers of
managers in up to three levels

2,653 managers, 9,859 peers, and 9,958 direct
reports

Survey of Leadership Practices norm database,

community organizations

Business mission

constituencies.

than a passion to help others. What we know is
that only the best and the brightest executive
directors can survive.

With such hurdles to overcome, the dramatic
finding that nonprofit leaders scored higher than
for-profit leaders on leadership practices may not
be surprising. Nonetheless, the often unspoken
but pervasive belief is that the for-profit sector
produces better executives. But is there any truth
in this belief?

A study conducted by Community Resource
Exchange (CRE), a nonprofit social-change con-
sulting firm, and Performance Programs Inc.
(PPI), a consulting firm that specializes in lead-
ership and organizational assessment, showed
that nonprofit leaders received higher ratings
than for-profit leaders based on feedback from
direct reports, managers, peers, and a category
called “others.” The purpose of this article is to
explore those findings and derive some impor-
tant lessons for nonprofit boards of directors and
others responsible for hiring and managing
leaders of nonprofit organizations.

The Nonprofit Leadership Study

Leadership in for-profit endeavors is widely
studied; the same is not necessarily true for non-
profits, particularly not for community-based
organizations. CRE’s Leadership Practice uses
the 360-degree feedback method in its leadership
caucus, a nine-month leadership development
program that also focuses on coaching and team

Youth development, education, health, housing,
and advocacy. Some were multiservice agencies
that provide comprehensive services to their

based on survey responses from managersin
for-profit organizations (published by the Clark
Wilson Group)

Broad assortment of industries. U.S.-based man-
agers make up 85% of the sample; remaining
15% distributed globally.

building. Between 2002 and 2006, CRE partnered
with PPI to develop sector-relevant norms for
nonprofit leadership practices. CRE chose the
360-degree feedback survey known as the Survey
of Leadership Practices (SLP). This survey was
researched and published by the Clark Wilson
Group and used extensively by the staff at PPI in
its assessment work.

The 360-degree feedback technique is consid-
ered to be an effective leadership development
tool because it focuses on assessing skills that
are relevant to the leader’s role, that can be seen
by others, and that are responsive to develop-
ment efforts. Coupled with coaching, the method
helps leaders increase their competencies by
illustrating how others perceive their effective-
ness. Typically, there is a self-assessment as well
as feedback from the manager, direct reports,
peers, and other individuals. In the nonprofit
setting, the board chair often provides feedback
as well as managers, peers, leaders of other
organizations, colleagues, members of the board,
and funders.

SLP has 85 questions that measure 12 core
leadership skills and provides an overall judg-
ment of a leader’s impact, power and influence.
(SLPisfurther described in Appendix A on page
26.) The nonprofit and for-profit groups were
compared using an analysis of variance with
post hoc comparisons. Table A describes the two
populations used for the study.

The results of this study are a twofold
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Table B: Comparison of Nonprofit and For-Profit Leaders’ Feedback

Key: Numbers shown below are the difference between nonprofit leaders’and for-profit leaders’ scores. Positive
numbers are shown where nonprofit managers outrank for-profit managers. Negative numbers are shown where

for-profit managers outrank nonprofit managers.

* = Statistically significant difference

Self Manager
Vision 0.03 0.38*
Risk taking 0.09 0.34*
Organizational sensitivity 0.18 0.35*
Encouraging participation 0.18 0.26*
Teaming/empowering 0.02 0.32*
Persuasiveness 0.15 0.37*
Feedback 0.32* 0.26*
Standards of performance 0.18 0.36*
Energy -0.03 0.24*
Perseverance 0.06 0.27*
Push/pressure -0.02 0.08
Sharing credit 0.17 0.47*
Effectiveness/outcomes 0.08 0.36*
Coping with stress 0.00 0.19
Trustworthiness 0.04 0.20
Temporary power -0.02 0.31*
Lasting power -0.03 0.43*

bonanza. First, as originally intended, we now
have an appropriate point of comparison for non-
profit leaders’ leadership practices.

Second is the view of nonprofit leaders as pro-
vided by managers, direct reports, peers, and
others. When rated by their own managers, peers,
and direct reports, nonprofit leaders outscored
their for-profit counterparts (alpha is > 0.05,
which means that there is only a 5 percent chance
that the higher ratings of nonprofit leaders com-
pared to for-profit leaders is a fluke). This finding
is all the more notable because nonprofit leaders
outscored for-profit leaders in 14 out of the 17
dimensions of leadership practices (see Table B).
If they scored higher in only 60 percent rather than
82 percent of the dimensions, it would still chal-
lenge the prevailing thinking on leadership. While
it is premature to declare that nonprofit leaders
are more effective, the findings call conventional
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Reports Peers Others
0.24* 0.39* 0.49*
0.27* 0.41* 0.39*
0.15* 0.39* 0.48*
0.23* 0.42* 0.57*
0.25% 0.39* 0.58*
0.24* 0.41* 0.48*
0.24* 0.43* 0.72*
0.10 0.32* 0.12
0.09 0.24* 0.35*
0.14* 0.26* 0.33*
0.02 0.24* -0.07
0.39* 0.49* 0.74*
0.29* 0.49* 0.65%
0.17* 0.24* 0.6*
0.14* 0.38* 0.54*
0.41* 0.32* 0.16*
0.28* 0.37* 0.64*

wisdom into question. The challenge now is to
examine the findings more closely and to consider
the implications for leadership development in the
nonprofit sector.

Feedback on Leaders

Nonprofit leaders showed significantly higher
ratings than for-profit leaders in 14 out of 17 lead-
ership dimensions from all groups providing feed-
back. Of the 14 dimensions in which nonprofit
leaders outscored their for-profit counterparts,
the most dramatic differences between nonprofit
and for-profit leaders appeared in six dimensions
that include skills similar to those often included
in discussions of emotional intelligence (which
are denoted by an asterix in Table C). These
dimensions are characterized by sensitivity to
people and situations and the use of personal
versus hierarchical power.

Of the 14 dimensions
in which nonprofit
leaders outscored their
for-profit counterparts,
the most dramatic
differences between
nonprofit and for-profit
leaders appeared in

six dimensions that
include skills similar

to those often included
in discussions of

emotional intelligence.
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Stakeholder input is
so intertwined with
nonprofit leaders’
daily activities that
they have learned

to deal with it.
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Table C: Comparatively Higher Ratings
for Nonprofit Leaders

« Encouraging participation*

+ Persuasiveness*

+ Openness to feedback*

+ Sharing credit*

+ Demonstration of effectiveness
(i.e., getting the desired outcomes)*

» Use of lasting power*

+ Vision

o Risk taking

+ Organizational sensitivity

+ Teaming/empowering

+ Standards of performance

s Perseverance

+ Trustworthiness

« Temporary power

* Areas where nonprofit leaders receive significantly higher
ratings from feedback givers

Table D: Comparatively Lower Ratings
for Nonprofit Leaders

o Push/pressure
¢ Energy
+ Coping with stress

Nonprofit leaders scored lower compared
with for-profit leaders in only three of 17 dimen-
sions (see Table D).

Areas where nonprofit leaders scored low are
worth examining more closely. The first area is
“push/pressure,” which is defined as pushing for
results and applying pressure on others until a task
is successful. The findings for this area should be
interpreted in light of its context. A certain amount
of pressure and energy works best depending on
the situation. But that said, nonprofit leaders may
not exert enough pressure and energy to get the
desired results, and they tend to have difficulty
coping with stressful situations.

Nonprofit leaders also rated lower on energy
level. Energy is defined as demonstrating a
desire to achieve results quickly. Based on PPI’s
other leadership studies, energy is often revealed
as the tangible component of charisma. Non-
profit leaders may exhibit less energy externally
or be less conscious of time than their for-profit
counterparts.

Nonprofit leaders also scored low in terms of
their ability to cope with stress, which is defined
as maintaining command control, managing dif-
ficult situations calmly, and handling unforeseen
trouble with confidence. These low scores are
corroborated by another study finding, dis-
cussed later in the section on leaders’ self-
assessments, in which nonprofit managers
consistently rated themselves lower than did
those providing feedback. It seems that the non-
profit executive may suffer from self-doubt.

Leaders’ Self-Assessments

When we look more closely at the self-ratings of
the two sample groups, nonprofit leaders do not
see themselves very differently from for-profit
leaders (see Figure A, page 17). Only on the feed-
back dimension—in terms of being open to imple-
mentation issues, paying attention to the
reactions of others, and being responsive to sug-
gestions—do they see themselves as more skilled
than do their for-profit counterparts. Considering
the multiple stakeholders—board members,
funders, community leaders, policy makers,
clients, management teams, staff—whose input
nonprofit leaders must consider on a daily basis,
this is not surprising. Stakeholder input is so inter-
twined with nonprofit leaders’ daily activities that
they have learned to deal with it.

When we compare self-ratings with those of
feedback givers, interesting differences surface as
well. As noted previously, nonprofit leaders tend
to rate themselves lower than those rating them
do; they rate themselves lower on 12 of the 17
dimensions (see Table E, page 18). In contrast, for-
profit leaders tend to rate themselves higher than
the average ratings provided by feedback givers.
They do so in 15 out of 17 dimensions (see Table F,
page 19).

The relatively low self-ratings of nonprofit
leaders on the ability to use temporary power,
and to some extent lasting power, combined with
the push-and-pull of multiple stakeholder expec-
tations is a sure recipe for stress, which could
explain nonprofit leaders’ lower ratings on the
ability to cope with stress. Burnout has been a
major factor for executive directors who leave
their jobs.

Observations and Interpretations

Several questions come to mind. Are nonprofit
leaders less aware of their strengths? Are they
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Figure A: Self-Ratings of Nonprofit and For-Profit Leaders
on Clark Wilson Group’s Survey of Leadership Practices (SLP)
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harder on themselves?

Based on our observations of nonprofit
leaders and our consulting work in the nonprofit
sector, we believe that nonprofit leaders are
indeed harder on themselves concerning leader-
ship and management than their for-profit coun-
terparts. Having learned the leadership ropes on
their own with little mentoring or formal leader-
ship development, nonprofit leaders may not
realize their strengths.

Are those rating nonprofit leaders more gener-
ous in their scoring? If so, why? The complexity
of nonprofit leaders’ role, the reality of limited
staff and funding resources, the intensity and
breadth of day-to-day demands, and the relatively
low compensation structure are known issues in
the sector. With these factors as a point of refer-
ence, feedback givers—who see nonprofit
leaders succeeding against all odds—may tend
to rate them higher than feedback givers in the
for-profit sector.

Managers’ Assessments

When we look more closely at managers’ ratings
of the two sample groups, nonprofit leaders
scored higher than for-profit leaders on all 17
dimensions (see Figure B, page 20). Moreover,
the difference between their scores is statisti-
cally significant for 14 of the 17 dimensions. This
invites questions not only about the significantly
higher manager ratings of nonprofit leaders in 14
of 17 dimensions, but also, and perhaps more
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important, about the three out of 17 dimensions
where the difference in the scores of nonprofit
and for-profit leaders is not significant.

Observations and Interpretations

In viewing individuals in leadership positions
(versus managerial positions), peer ratings bring
the purest perspective because leadership is really
about exercising influence. In the nonprofit world,
the executive director-board relationship is closer
to that of a peer relationship compared with the
manager-direct report relationship in the for-profit
world. Their relationship is not one of compliance.
Board members follow an executive director’s
lead not because they have to but because an
executive director has effectively exercised influ-
ence skills. Therefore the manager ratings and
peer ratings for nonprofit leaders give us the clean-
est perspective.

Where manager ratings for nonprofit leaders
are significantly higher, it may be the result of
perceived resource inequity as experienced by
nonprofit board members, many of whom come
from the for-profit sector. These for-profit and
business board members understand that for-
profit leaders often have more abundant
resources available to them. They recognize the
amazing, even heroic, work nonprofit leaders do
in the face of substantial resource constraints.

At the same time, manager ratings of non-
profit leaders highlight some challenges. Accord-
ing to manager ratings, nonprofit leaders

Having learned the
leadership ropes on
their own with little
mentoring or
formal leadership
development,
nonprofit leaders
may not realize

their strengths.
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According to manager
ratings, nonprofit
leaders demonstrate
more effective
leadership practices
compared with
for-profit leaders,
except in three areas:
push/pressure,

the ability to cope
with stress, and

trustworthiness.
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Table E: Comparison of Self-Ratings and Average Ratings of Feedback Givers for Nonprofit Leaders

Nonprofit Leaders Self-Rating Average across Difference between Direction of
Feedback Givers’ Self- and Feedback Difference’
Rating Givers'Rating
Vision 5.49 5.71 0.22 <
Risk taking 5.72 5.77 0.05 <
Organizational sensitivity 5.56 5.69 0.14 <
Encouraging participation 5.80 5.72 -0.08 >
Teaming/empowering 5.55 5.64 0.10 <
Persuasiveness 5.31 5.59 0.28 <
Feedback 5.67 5.59 -0.09 >
Standards of performance 5.75 5.70 -0.05 >
Energy 557 5.77 0.20 <
Perseverance 5.49 5.61 0.12 <
Push/pressure 3.87 381 -0.06 >
Sharing credit 5.81 5.98 0.17 <
Effectiveness/outcomes 542 5.71 0.29 <
Coping with stress 5.34 5.62 0.28 <
Trustworthiness 6.23 6.22 -0.01 >
Temporary power 342 4.04 0.62 <
Lasting power 527 5.69 0.42 <

'> Means self-rating is higher than the average rating from feedback givers;
< Means self-rating is lower than the average rating from feedback givers

demonstrate more effective leadership practices
compared with for-profit leaders, except in
three areas: push/pressure, the ability to cope
with stress, and trustworthiness. The question
here is why the managers of nonprofit leaders
see these leaders as less effective in these
dimensions compared with the other 14 dimen-
sions. We are inclined to see the reasons for this
through the dual lenses of accountability and
power.

Both the literature on the nonprofit sector and
our firsthand experience with nonprofit leader-
ship attest to the relatively unclear lines of own-
ership and accountability. Unlike the for-profit
sector where shareholder expectations tend to

be more well defined and must be met or the
organization risks financial instability, stake-
holder expectations in the nonprofit sector may
be misaligned, unclear, or shifting. Nonprofit
leaders are tethered to many “masters,” all of
whom have a stake in the organization but none
of whom completely understands the organiza-
tion. Meeting these various expectations may
pose conflicts and diminish nonprofit leaders’
ability to push for results. This may also explain
the low rating on trustworthiness, reflecting
unfulfilled expectations.

Assessment by Direct Reports
A closer look at direct reports’ ratings of leaders
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Table F: Comparison of Self-Ratings and Average Ratings of Feedback Givers for For-Profit Leaders

Average across Difference between

Feedback Givers’ Self- and Feedback Direction of
For-Profit Leaders Self-Rating Rating Givers'Rating Difference*
Vision 5.46 5.34 -0.12 >
Risk taking 5.63 5.42 -0.21 >
Organizational sensitivity 5.38 535 -0.03 >
Encouraging participation 5.62 5.35 -0.27 >
Teaming/empowering 5.53 5.26 -0.27 >
Persuasiveness 5.16 5.22 0.06 <
Feedback 5.35 517 -0.18 >
Standards of performance 5.57 5.48 -0.10 >
Energy 5.60 5.54 -0.06 >
Perseverance 5.43 5.36 -0.07 >
Push/pressure 3.89 85 -0.15 >
Sharing credit 5.64 5.46 -0.18 >
Effectiveness/outcomes 5.34 5.26 -0.08 >
Coping with stress 5.34 5.32 -0.02 >
Trustworthiness 6.19 591 -0.28 >
Temporary power 3.44 3.74 0.30 <
Lasting power 5.30 5.26 -0.04 >

> Means self-rating is higher than the average rating from feedback givers;
< Means self-rating is lower than the average rating from feedback givers

in the two sample groups highlights several sim-

ilarities and a couple of differences between

direct reports’ ratings and managers’ ratings (see

Figure C, page 22). Like managers’ ratings, direct

reports’ ratings indicate that nonprofit leaders

scored higher than for-profit leaders on all 17

dimensions and the difference between their

scores is statistically significant for 14 of the 17

dimensions. They also agree that nonprofit

leaders have difficulty exerting push pressure.

But they differ as follows:

e In two dimensions—coping with stress and
trustworthiness—the difference in manager
ratings of nonprofit and for-profit leaders is not
statistically signficant. But, in the ratings of
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direct reports of nonprofit and for-profit
leaders on these dimensions, the difference is
statistically significant. Evidently, direct
reports of nonprofit leaders see them as able
to cope with stress and as trustworthy.

In two other dimensions—standards of per-
formance (i.e., holding people accountable)
and energy level (i.e., a sense of urgency and
desire to achieve results)—the reverse is true.
The difference in manager ratings of the two
sample groups is statistically significant, but
the difference is not significant for direct
reports. It appears that direct reports of non-
profit leaders see them as being challenged in
these two dimensions.

Direct reports of
nonprofit leaders
see them as able to
cope with stress

and as trustworthy.
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Unlike the outcomes
expected of for-profit
leaders—which tend to
be visible, quantifiable,
and measurable—the
outcomes expected of
nonprofit leaders
require a logic model to
articulate the desired
change and the
appropriate tools to

measure that change.
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Figure B: Manager Ratings of Nonprofit and For-Profit Leaders on Clark Wilson Group’s SLP

CRE (NonProfit) Norm (For-Profit)
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Observations and Interpretations
Why the higher ratings of nonprofit leaders
among direct reports? Several propositions are
worth considering:
< Nonfinancial “lever.” Since compensation is
not a “lever” in the nonprofit world, nonprofit
leaders have to use other means, such as good
leadership practices, to motivate people.
Nonprofit culture. Nonprofits’ organizational
culture is more accommodating of
personal/family needs. It is not unusual to hear
staff members in nonprofits cite this accom-
modation as a reason for working in the sector.
And this accommodation is often tacitly or
explicitly approved by nonprofit leadership.
< Role complexity. With limited resources, non-
profit leaders are put to the test in stepping up
to the multidimensional aspects of their leader-
ship role, from partnering with a board to con-
necting with funders to managing staff to
reaching out to the community. More than
anyone, direct reports know this firsthand.

Why do managers’ and direct reports’ ratings
differ? In this study, direct reports are closer to
the action than some managers and have a better
sense of operations. They witness the myriad
pressures that nonprofit leaders face and better
appreciate what it takes to cope with those stres-
sors. Their expectations may also be the most
prominent for nonprofit leaders, and when those
expectations are fulfilled, leaders may become

more trustworthy in their eyes. By the same
token, they are also more knowledgeable about
how organizational and employee performance
is managed and are more concerned about how
anonprofit leader sets standards to evaluate per-
formance. Any “failings” of a nonprofit leader in
this area affect direct reports significantly, and
therefore this group is more sensitive to these
concerns.

The findings also raise a question about why
the difference in the ratings of nonprofit and for-
profit leaders is not significant with regard to
standards of performance and energy level. Com-
pared with for-profit leaders, nonprofit leaders
do not have the management tools and systems
support to manage performance effectively. They
typically don’t have access to the data that facil-
itates critical decision making. Unlike the out-
comes expected of for-profit leaders—which
tend to be visible, quantifiable, and measura-
ble—the outcomes expected of nonprofit leaders
require a logic model to articulate the desired
change and the appropriate tools to measure
that change.

Assessment by Peers

The peer raters in the 360-degree feedback
survey for nonprofit leaders tend to be different
from those of for-profit leaders. Peer ratings for
the latter group tend to come from within the
organization, either from the same department
or function as that of the for-profit leader or from

WWW.NPQMAG.ORG « WINTER 2007






22 THE NONPROFIT QUARTERLY

Figure C: Direct Reports’ Ratings of Nonprofit and For-Profit Leaders on Clark Wilson’s SLP

CRE (NonProfit) Norm (For-Profit)
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other departments/functions in the organization. ~ Assessment by Others

In the nonprofit scenario, executive directors
often lack a peer within the organization.
Respondents are typically executive directors of
other organizations, colleagues outside the
organization, and sometimes board members
(but not board chairs). Deputy directors in small
organizations may have no peers. And even in
larger nonprofits, a deputy director may not have
peers within the organization, so respondents
typically include raters from outside the organi-
zation.

A closer look at the peer ratings of the two
sample groups shows a striking result (see
Figure D, page 23). The peer ratings for nonprofit
leaders are all significantly higher than those of
for-profit leaders. On the 17 leadership dimen-
sions, peers see nonprofit leaders as demonstrat-
ing those leadership practices more frequently
than for-profit leaders.

Observations and Interpretations

The overwhelmingly higher peer ratings of non-
profit leaders can be explained by several
factors. In addition to the perceived resource
inequity between the for-profit and nonprofit
sector that explains managers’ ratings, there may
be an empathy factor at work given that peers
may be in similar positions as the individual
being rated. They may recognize the hurdles that
peers face and appreciate their successes.

When we look more closely at ratings for the
two sample groups by those in the “Other”
category, one similarity runs across four cate-
gories of raters: self, manager, direct report,
and other (Figure E). They all agree that
nonprofit leaders have not demonstrated effec-
tiveness in the push/pressure leadership dimen-
sion. Responses from the Other category,
however, indicate that nonprofit leaders score
higher than for-profit leaders on 16 of the 17
dimensions, and the difference between their
scores is statistically significant for 15 of the
17 dimensions. Other findings include the fol-
lowing:
< Unlike direct reports, those in the Other cate-
gory say nonprofit leaders demonstrate energy
toward achieving results.
< Unlike managers, those in the Other category
saw nonprofit leaders as trustworthy and able
to cope with stress.
e Like direct reports, those in the Other category
say that nonprofit leaders are challenged by
setting standards of performance.

Observations and Interpretations

For nonprofit leaders, the Other category of feed-
back givers is made up primarily of peers, the
same observations discussed in the section on
manager and peer ratings would hold. The
results of this study are summarized in Table G

(page 25).
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Figure D: Peer Ratings of Nonprofit and For-Profit Leaders on Clark Wilson Group’s SLP
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Implications for the Nonprofit Sector

While one should question whether the feedback
givers of nonprofit leaders are more generous in
their ratings, this hypothesis pales in the face of
the remarkable role complexity that nonprofit
leaders inhabit daily. This unrelenting role com-
plexity combined with limited staff and funding
resources, the intensity and breadth of day-to-day
demands, and the relatively low compensation
structure are well-known challenges of the sector.
With these factors as a point of reference, feedback
givers who see nonprofit leaders succeeding
againstall odds may tend to rate them higher than
the feedback givers in the for-profit sector.

Need for Further Research

In order to develop more firm conclusions,

further research is in order. For follow-up

research, there are several questions of interest:

< Is this the right population for comparing non-
profit leaders? Is there any “right” population
or are we simply comparing apples and
oranges? If so, why?

« Since we now have nonprofit norms for the
leadership practices survey, if we were to use
those norms for additional nonprofit leaders,
would they still outscore the for-profit leaders?

* Why do nonprofit and for-profit leaders score
lower in certain leadership dimensions com-
pared with other dimensions? Are the reasons
the same?

= Are the high scores of nonprofit leaders corre-
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lated with organizational effectiveness and
excellence? At this point, our findings simply
show that nonprofit leaders demonstrate effec-
tive leadership practices. Whether those prac-
tices result in goal achievement is another
question. A worthwhile follow-up study would
examine whether the nonprofit leaders in the
study have been able to translate those effec-
tive leadership practices into outcomes that
make for organizational excellence.

Implications for Leadership Development in

the Nonprofit Sector

If indeed there is a leadership deficit in the non-

profit sector, instead of looking outside the

sector, it is incumbent on us to invest more
deeply in leadership development. Our research
and experience suggest the following:

« We have the leadership talent in the nonprofit
sector, but it needs to be nurtured. Leadership
development cannot be episodic. It must
consist of sustained, ongoing, integrated
efforts: combining leadership, managerial, and
technical skills and pegged to career progres-
sion of nonprofit leaders.

e Leadership development efforts should lever-
age the strengths and assets of nonprofit
leaders, which we have seen to be ample.
These strengths and assets could be the bridge
to addressing those areas where nonprofit
leaders are challenged.

* We should work to increase the “conscious

While one should
question whether the
feedback givers of
nonprofit leaders are
more generous in their
ratings, this hypothesis
palesin the face of

the remarkable role
complexity that nonprofit

leaders inhabit daily.
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These findings indicate
that the nonprofit
sector may indeed have
better leaders, and if

it exists, the deficit

is better addressed

by exploring how we
design and provide
access to high-quality
leadership development

opportunities.
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Figure E: Other Ratings of Nonprofit and For-Profit Leaders on Clark Wilson Group’s SLP
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competence” of our leaders.

Using this kind of data, we should help non-
profit board members understand the leader-
ship strengths and challenges of their executive
directors.

» We need to create more opportunities for non-
profit and for-profit leaders to come together
to learn from one another. Most relationships
between the two occur within a board setting.
We need to develop organizational efforts that
create a culture focused on accountability
while sustaining a focus on people. Funders
can support change efforts and the develop-
ment of management tools to help leaders
monitor accountability and to shore up leaders’
ability to use temporary power.

The view that for-profit leaders exercise more
effective leadership skills than do nonprofit
leaders is common not only in the for-profit world
but in some segments of the nonprofit sector as
well. In light of the recent buzz about a leader-
ship deficit in the nonprofit sector, it seems easy
to look to the for-profit sector for leadership
talent. These findings indicate that the nonprofit
sector may indeed have better leaders, and if it
exists, the deficit is better addressed by explor-
ing how we design and provide access to high-
quality leadership development opportunities.

Beyond Capacity Building: Leadership
Development and Organizational Excellence
Leadership development must be an integral
component of capacity-building efforts. But it is
time to go beyond capacity building. With its con-
siderable leadership talent, the nonprofit sector
is poised to focus on excellence building and
power projection. Our nonprofit leaders need
support in transforming their organizations from
being simply effective to being excellent. Non-
profit leaders have more power than they think.
Using organizational structure as a lens, non-
profit leaders rely less on a pyramidal power
structure. Instead, they lead from within a star-
like structure, a constellation of stakeholders all
around them instead of above or below them.
This structure recognizes that power relation-
ships are constantly shifting and that partner-
ships get results, especially when navigating
change efforts. It is time to stop being the “weak
sister” to the for-profit sector and to recognize
and project the positive power and influence that
nonprofit leaders have as they work in their com-
munities, in the public forum of ideas and policy,
and on behalf of the common good.

Does your own experience support or refute this
groundbreaking research? What factors are most rele-
vant for you and why? Share your experience with us at
feedback@npgmag.org. Reprints of this article may be
ordered from store.nonprofitquarterly.org, using code
140403.
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Table G: Summary of Comparisons Between Nonprofit and For-Profit Leaders

Areas for Comparison

Self versus average of feedback
ratings

Highest scores from self-ratings

Lowest scores from self-ratings

Significant differences in self-
ratings

Highest scores from manager
ratings

Lowest scores from manager
ratings

Significant differencesin
manager ratings

Highest scores from direct-
report ratings

Lowest Scores from Direct Report
Ratings

Significant Differences in Direct
Report Ratings

Highest Scores from Peer Ratings

Lowest Scores from Peer Ratings

Significant Differences in Peer
Ratings

Highest Scores from Other
Ratings

Lowest Scores from Other
Ratings

Significant Differences in Others’
Ratings

Highest Scores from Average of
Feedback Ratings

Lowest scores from average of
feedback ratings
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Nonprofit Leaders

Tend to rate themselves lower than do their
feedback givers

Trustworthiness

Sharing credit

Standards of performance
Risk taking

Temporary power
Push/pressure

For-Profit Leaders

Tend to rate themselves higher than do their
feedback givers

Trustworthiness

Sharing credit
Encouraging participation
Risk taking

Temporary power
Push/pressure

Self-ratings of nonprofit leaders are not significantly different from those for for-profit leaders

except in the area of openness to feedback, where nonprofit leaders rated themselves higher than

for-profit. leaders.

Trustworthiness
Sharing credit
Risk taking
Energy

Temporary power
Push/pressure

Managers'ratings of nonprofit leaders are higher than managers'ratings of for-profit leaders in 14

Trustworthiness
Sharing credit
Risk taking
Energy

Temporary power
Push/pressure

of the 17 dimensions, except push/pressure, the ability to cope with stress, and trustworthiness.

Trustworthiness

Sharing credit

Risk taking

Standards of performance

Temporary power
Push/pressure

Trustworthiness

Energy

Standards of performance
Organizational sensitivity

Temporary power
Push/pressure

Direct reports'ratings of nonprofit leaders are higher than those of direct reports'ratings of for-
profit leaders, again in 14 of the 17 dimensions, except for standards of performance, energy, and
push/pressure. On push/pressure, managers and direct reports agree.

Trustworthiness
Sharing credit
Risk taking
Energy

Temporary power
Push/pressure

Trustworthiness
Sharing credit
Risk taking
Energy

Temporary power
Push/pressure

Peer ratings of nonprofit leaders are higher than peer ratings of for-profit leaders in all 17 dimen-

sions

Trustworthiness

Sharing credit

Coping with stress
Encouraging participation

Temporary power
Push/pressure

Trustworthiness
Energy

Risk taking
Sharing credit

Temporary power
Push/pressure

Ratings of nonprofit leaders by the “Other” category are higher than ratings of for-profit leaders in
15 of the 17 dimensions, except for standards of performance and push/pressure. So on push/
pressure, managers, direct reports, and others agree.

Trustworthiness

Risk taking

Energy

Encouraging participation

Temporary power
Push/pressure

Trustworthiness

Sharing credit

Energy

Standards of performance

Temporary power
Push/pressure
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The Clark Wilson Survey of Leadership Practices

The Survey of Leadership Practices (SLP) follows the Task Cycle

Theory,' amodel that has been researched for more than 30 years.

The SLP is a 360-degree, or multirater feedback survey that pro-

vides insight on 17 leadership dimensions. Each dimension repre-

sents specific leadership skills or practices that are:

* Relevant toaspecific role (i.e., validity)

» Visible to others, so that they can rate the skills consistently (i.e.,
reliability)

+ Subject to change: that individuals can change, which excludes
personality traits (i.e., utility)

These skills are presented in a priority sequence, placing greater
emphasis on more fundamental skills.

The survey also measures areas related to these skills that either
support or undermine leadership skills, as well as a measure of
overall effectiveness.

The Leadership Competencies Task Cycle is presented below in
priority sequence (the most fundamental and important skill areas
are listed first). They are grouped by phases (roman numerals),
which include sets of skills (i.e., dimensions listed in alphabetic
sequence).

|, Establish the purpose
A. Vision/imagination: Identifying innovations and changes
needed for the future success
B. Risk taking: A willingness to move forward with ideas

II. Lay the foundation
C. Organizational sensitivity: Awareness of political realities of
an organization
D. Encouraging participation: Encouraging others to share
their ideas

III. Sustaining the effort
E. Teaming/empowerment: Encouraging others to work as a
team
F. Persuasiveness: Presenting ideas in a convincing way
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IV. Feedback
G. Feedback: Being open to suggestions from others

V. Monitoring and controlling
H. Standards of performance: Holding others accountable
. Energy: Demonstrating a desire to achieve results quickly
J. Perseverance: Remaining focused on a task until it is com-
pleted
K. Push/pressure: Applying pressure to others, though this
characteristic can be an inhibitor as well

VI. Reinforcing good performance
L. Sharing credit: Acknowledging others’efforts

VIl. Residual Impact and Outcomes

M.Effectiveness/outcomes: Overall leadership effectiveness

N. Coping with stress: Handling unexpected trouble with con-
fidence

0. Trustworthiness: Acting ethically and consistently

P. Temporary sources of power: Having the ability to influence
others, but in areas where influence is temporary (such as
with a job title)

Q. Lasting sources of power; Having the ability to influence
others, but in areas where these influence cannot be taken
away (such as functional expertise).

One of the fundamental tenets of learning theory is that it’s
easier to learn a chain of events than a series of independent events;
it’s clustered learning versus independent learning. When Clark
Wilson of the Clark Wilson Group began work on this approach, he
wanted to make it easy for people to remember their feedback.
Wilson decided to put these skills in a sequence to make it easy for
people to learn.

The real breakthrough occurred when Wilson discovered there
was a mathematical basis for the sequence. That is, there is a
sequence of steps that one takes in management and also in lead-
ership; ifyou do themin the right order, the outcome is substantially
enhanced.
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What Makes Powerful Nonprofit Leaders

A Commentary by Jim Collins

| once asked the very effective CEO of a Fortune 500 corporation
how his extensive experience working in the social sectors applied to
business.“The experience prepared me better for leading acompany
than my Harvard MBA,” he replied.

“I don’t see how working in the social sectors can prepare you
better for running a company,”l pressed. “They seem like very differ-
entworlds.”

“ didn’t say running a company,” he responded. “I said leading a
company.”

We should not be surprised by the findings of the Survey of Lead-
ership Practices (see “Peak Performance: Nonprofit Leaders Rate
Highest in 360-Degree Reviews” on page 12). Business leaders face
a very different power structure than do social-sector leaders.
Imagine you could create a“power map”for your organization, with
circles sized proportionally to the amount of power garnered by any
individual or group. Given 100 points of power in your system, how
would you map the distribution of power? If we drew a power map
for Wal-Mart under founder Sam Walton, for example, we would find
a giant circle with more than 90 points of power under the name
Sam. He had enough concentrated power to impose his will: if he
wanted Wal-Mart to turn right, it would turn right. Most business
executives enjoy a higher proportion of concentrated power than
leaders in the social sectors. Rarely do social-sector leaders have
enough concentrated power to single-handedly make a decision
happen, whereas individuals or subgroups frequently have enough
negative power to stop a decision.

When we examined the differences between the business and
social sectors through the lens of the good-to-great framework, this
difference in power structure led us to advance the theory of“legisla-
tive”versus “executive” leadership. In executive leadership, the indi-
vidual leader has enough concentrated power simply to make the
right decisions happen. Legislative leadership, on the other hand,
relies more on persuasion, political currency, and shared interests to
create the conditions for the right decisions to happen. In the discus-

sion of the Survey of Leadership Practices by Jean R. Lobell and Paul
M. Connolly, we see legislative leadership in action, with high non-
profit scores on dimensions like persuasiveness, encouraging partic-
ipation, sharing credit, teaming, and organizational sensitivity. With
the legislative versus executive distinction in mind, these relatively
high scores for nonprofit executives make perfect sense.

That said, we should be mindful not to confuse the behaviors
and practices of leaders (whether they are participative or
whether they make people feel empowered, for example) with
the performance of leaders. The output—and the ultimate meas-
uring stick of a leader—must be results. The critical question is
not whether we like or dislike the methods of an individual
leader—or whether we think those methods are “good” or
“bad”—Dbut whether the leader brings about superior and lasting
results consistent with the values and mission of the organization.
Legislative leadership is not “hetter” than executive leadership;
whether you need to employ primarily executive or primarily leg-
islative leadership depends on the power map.

Business executives can learn much from great nonprofit leaders,
as they increasingly need to become skilled at both executive and
legislative leadership in the face of declining concentrated power.
Key employees find entrepreneurship an increasingly viable option,
recruiters swarm after the best people in a war for talent, young
people reject the idea of long-term employment at a single enter-
prise, boards and shareholders demand more executive accounta-
bility, the media exposes and amplifies flawed decisions and poor
performance, and so on. If true leadership exists only when people
follow even though they have the freedom not to follow—and |
believe it does—then perhaps our next generation of great busi-
ness executives will increasingly come from the social sectors, not
just the other way around.

Jim CoLLINS is the author of Good to Great and the Social Sectors.
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