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With the challenges of the current economy, many nonprofits are looking for ways to cut costs
while meeting the increased demand for services. One possibility for savings comes through
collaboration on back-office administration. Administrative needs could include:

accounting and financial services
benefits and insurance

human resources management
utilities

group purchasing

office space/ multi-tenant facilities
information technology

consulting services

marketing services
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By consolidating administrative needs, nonprofits may be able to capture the cost savings of
increased efficiency and devote more resources to programs.

Framing the Project

According to La Piana Associates, a consulting firm based in California that specializes in
strategic planning and collaboration for nonprofits, the options for collaboration can be placed
in a “Partnership Matrix,” with a range of levels of integration and the different areas of
collaboration, as part of what they call “strategic restructuring.”

Administrative consolidation functions like a strategic alliance, allowing for contracting of
services, exchanging services, or sharing services. A more integrated approach involves the use
of a Management Services Organization (MSO), a corporation formed by two or more nonprofits
that functions as an outside entity which is designed to provide administrative services such as
financial management, human resources, or information technology. An MSO may even be able
to provide services to more nonprofits, possibly generating enough revenue to eliminate any
need for subsidy from the founding NPOs.

The Fieldstone Alliance, a nonprofit consulting firm in Minnesota, stresses that “collaborations
are I"#$ .”" They recommend choosing the simplest form to accomplish mutual goals, and they

identify three levels of involvement: cooperation, coordination, and collaboration:

Cooperation is a good choice when:



* Exchanging information is all that each of the partnering organizations expects

* A funder or government agency raises the concern that two or more organizations are
unaware of what is happing in their mutual areas of interest

* A funder or government agency perceives a duplication of services

* Cooperation rewards all participating organizations equally

* Customers or clients participate in the programming of all potential allies and will
directly benefit from the shared information

Coordination is a good choice when:
* The goal is achieving economies of scale for a one-time event or short-term project
* Potential partners share common short-term outcomes or plans
* Shared resources will help potential partners accomplish short-term objectives
* Potential partners need to maintain their individual identities within the context of the
event or short-term project

Collaboration is a good choice when:
* The overall service system of which you are a part requires significant changes
* To succeed, all or most of the players involved in the system need to be present
* For sufficient impact, the issue must be addressed at a much larger scale and with more
resources than any one organization can muster
* The challenge is complex and requires long-term, multiparty commitment™
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Back-office functions and administration:
¥ In Chicago, nine United Way agencies (including the Metropolitan YMCA, Hull Housing
Association, and Heartland Alliance) created a cooperative partnership to share back-
office functions. They expect to save an average of between 2% to 4% of their operating
expenses, or combined savings of $20 million annually. The Chicago Community trust is
committing a grant of $400,000 towards the cooperative and members pay a fee of
.13% of their revenue for the first three years."
¥ The LodeStone Foundation has an annual prize for nonprofit collaboration. 40% of
qualifying collaborations were administrative; there is a list of semi-finalists for 2008-
2009 on their website." They are also working on a project to present the information
gathered through the prize nominations.
¥ IBM partnered with the Georgia Center for Nonprofits to form a shared-services
platform for procurement across 1,400 local nonprofit groups. It is expected to
generate 10 % in cost savings in areas ranging from office supplies to shipping."”
¥ Purchasing groups: The Delaware Association of Nonprofit Agencies has group buying
programs for Director’s and Officers Liability Insurance and office supplies.” The
Connecticut Association of Nonprofits has an extensive list of “friends” offering
discounted services for members. “"' National Capital Area Shared Services is a
purchasing group formed as a subsidiary of the Healthcare Council of the National
Capital Area, providing energy and supply purchasing.”
¥ Neighborhood Healthcare: two community health centers in California consolidated
their administration, eventually merging into one organization.
¥ Nonprofits may consider using a Professional Employer Organization that outsources all
aspects of human resource management.

Andrea Bufka Consulting: Nonprofits and Philanthropy%% abufkaconsulting.com



Management Service Organizations and Multi-Tenant Nonprofit Centers

¥

¥

The Schoenbaum Human Services Center, a Management Services Organization in
Sarasota, Florida, houses 15 human service agencies on one campus and allows agencies
to operate rent-free and with reduced maintenance and utilities cost.”

The NonprofitCenters network, a project of Tides Shared Spaces by the Tides
Foundation, promotes and facilitates the formation of multi-tenant nonprofit centers.
Their report, “Planting a Seed,” reviews a range of centers focused on programmatic
theme, services, community development, and multi-sector centers.™

There are now more than 200 multi-tenant nonprofit centers in the United States
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For the leaders of Upper Valley nonprofit organizations to consider opportunities for
collaboration on business services, it would be important to first consider their needs.

Some questions:

¥
¥
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What are the most pressing needs in the Upper Valley?

What resources already exist? For example, the New Hampshire Center for Nonprofits
offers discounts on insurance products, payroll services, and office supply purchasing for
its members.

What services could be shared?

Who would implement? What resources exist to aid in implementation?

What are the barriers to implementation?

What are the pros and cons of any collaborative effort?
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The Barr Foundation released a report on Nonprofit Collaboration in Boston, 2006:
http://www.barrfoundation.org/resources/resources_show.htm?doc_id=436183

The FieldStone Alliance Free tools for collaboration:
http://www.fieldstonealliance.org/client/tools.cfm

Lodestar Foundation list of collaboration resources:
http://www.lodestarfoundation.org/collaboration_resources.html

Mission + Strategy: a blog about nonprofit collaboration:
http://www.missionplusstrategy.com/2007/11/welcome-to-miss.html

The NonprofitCenters Network: www.nonprofitcenters.org/ (some material is member-
only)

The Strategic Solutions Project of La Piana Associates:
http://www.lapiana.org/project/index.html
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&"()%)*+%&()*"#Andrea Bufka has a wide-ranging background in the nonprofit field, with over
ten years of experience in policy research and analysis, project and event management, grants
management, foundation administration and philanthropic strategy. Andrea has worked for the
Sundance Film Festival; Slow Food, an international organization promoting sustainable
agriculture; and has experience at public and private sector organizations in Washington DC,
where she completed her master’s at Georgetown University. She also has more than 10 years
of experience managing a small foundation making grants in the field of human services since its
inception in 1996.

' La Piana Associates, InStrategic Restructuring?artnership Optiongor Nonprofits http://www.lapiana.org/defined/matrix.html
" Fieldstone AlliancelNonprofit Tools You Can Ushttp://www.fieldstonealliance.org/client/tools_you_can_use288
05_Alliances.cfm#lite

" http://lwww.fieldstonealliance.org/client/tools_you_can_us&@8®5_Alliances.cfmilite

v Mission + Strategy = Social Valuduman Service Agencies Merge B&@fice Functions to Save $20M Annually
http://www.missionplusstrategy.com/2008/humanservicea.html

¥ The Collaboration Priz&250,000 Nonprofit Collaboration Prize SeRinalists Named by Lodestar Foundatjon
http://www.thecollaborationprize.org/Media/Releases/SEimalistsSelected.aspx

' SharedXertise ForumdBM helps nonpofit with procurement outsourcingitp://www.sharedxpertise.org/file/3205/ibnelps
nonprofitwith-procuremenbutsourcing.html

" Delaware Association of Nonprofit Agenciddarketplace http://www.delawarenonprofit.org/marketplace/groupbuying.php
" Comecticut Association of Nonprofit&riends & Consultantshttp://www.ctnonprofits.org/friends

*The Healthcare Council of the National Capital Afdational Capital Area Shared Servicéstp://www.healthcare
council.org/sharedservices.html

¥ La Piana Asociates, IncCase Studies: Neighborhood Healthcé@ministrative Consolidatign
http://www.lapiana.org/resources/cases/admin/11_2002.html

“ La Piana Associates, In€ase Studies: Management Service Organizalitip;//www.lapiana.org/resources/casaso/7.html
“ The Tides Foundatioffides Shared Spacestp://www.tidessharedspaces.org/

*! Sobel& Co., LLC, Shared Services in the Nonprofit Sectutp://www.sobelcpa.com/whitepapers.htpp. 3
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