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Looking at CRM? Buyers Beware!
CRM
 helps the NPO
 improve its relationships with donors and prospects for income. For NPO’s that qualify, CRM is the next step in winning more respect, loyalty and trust. However, the connection between friend raising and fund raising is not straightforward and can even be counter-productive for NPO’s and donors. 

a) Unless introduced after the operation is stable and strong, CRM technology to improve relationships with donors can sabotage the NPO’s sustainability. This is because CRM helps the NPO to market itself (i.e. make promises to the donor) but not to operate itself (i.e. deliver on those promises). Delivery depends on three other functions – Finance, HR and Operations – being all and equally strong. Strengthening marketing alone, especially when the other three are weak, widens the gap between the NPO’s ability to promise and its ability to perform. Healthy relationships and organisational sustainability need this gap to close.
b) Unless the fundamentals are sound, improving the personal relationships between donor and NPO staff can be corrupting. This is because professionals are rational and avoid subjective considerations in reaching their decisions. If they do not, taxpayers pay too much and communities get too little. If anything, donors should bypass personal relationships and give funding based on genuine criteria. NPO’s and especially donors should therefore delay investing in CRM until the NPO has built its operational capacity i.e. its ability to make an impact, cheaply, quickly and fully, to the right people in the right way at the right time. 
c) Unless NPO’s borrow from the hard as well as soft areas of capitalist management technology, they will over-invest in marketing and under-invest in operations. This is because marketing concepts are easier to learn than the engineering and accounting concepts used in operational performance improvement. Doing the easy and not the hard work widens the gaps between the marketing and the other departments, hence between promises and performances. 
d) Unless NPO’s invest in improving operational capacity, they will fall behind the corporate sector in terms of productivity and eventually be replaced by for-profit counterparts. This is because companies that fund CSI departments and charitable or developmental Foundations are under pressure to produce results. To do so, they increasingly transfer their business standards and skills into their non-profit activities. These corporate donors apply lessons from hard areas of management science: strategy, corporate finance, accounting, auditing, production operations management, MIS and IT that are typically more ruthless than their non-profit equivalents. Increasingly, as they work more with NPO’s, they are disenchanted and set up their own operations or choose more business-like partners. 
e) Unless donors maintain performance measures and standards, relying on personal relationships in their decisions will shrink and taint the sector, as bad NPO’s squeeze out good NPO’s. This is because NPO’s that cynically over-promise to get the funding make better first impressions than humble and honest NPO’s. Dishonest NPO’s spend less on genuine projects and more on pure marketing, so they build their networks faster. If they get the funding the good NPO deserves, some good NPO’s will close by the time the project is audited and the truth emerges. If donors do not audit, or audit poorly, or set slippery targets, they will not expose the bad NPO’s, who will get the next project, and good NPO’s will disappear, skewing the ratio between good and bad NPO’s left in the sector. 

f) A sustainable NPO has good relationships, but a good relationship does not come from being sustainable, and being sustainable does not come from a good relationship. Operational excellence is the source of both good relationships and sustainability. Excellence means all the work is done, and all the work is done well, and this generates the good relationships with donors as well as sustainability for the NPO. Good relationships are the reflection of the respect and loyalty and trustTM the NPO generates in its work. 
2) Why I’d like you to read this
This paper deals with survival. It covers key development concerns: sustainability, value and impact. It promotes doing good, being good, looking good. It offers technical support for Finance, HR and Operations managers to build the whole NPO, and not just the fundraisers and marketing managers. It highlights solutions inside the organisation because that is where the managers who want more than to pray for rain in a time of drought have power. It identifies key performance areas for managers, and gives the science behind the capacity building the sector needs. It shows donors what to test for if they want to build better NPO’s. 
3) Why should you want to
This paper is hopeful. We have powers of choice. We enjoy good will. We operate inside a moral climate. We enjoy exceptional governmental and corporate support. Some areas have money. Volunteerism is growing. This paper is practical. It deals with what we do – promise - and when we do it – perform. It is humble. It puts the power to make the difference in your hands. It is consensual. It believes we deserve our places in the sun and want to be and do the best we can. It is positive. Our sector has special people, who add a passion for making a difference to the job of making a difference. This paper is for you

4) Why should you not want to

It is possibly hard to read. It has difficult points to make. It says a lot in a few words and graphs, and may not do it well. It may miss your pet issues. It may overstate here or understate there, and have mistakes. Our sector has few facts and many impressions, deep fault lines and strong opinions. It is tentative. It wants to shout “fire” in our room, and where the water is, but is not sure we all agree on fires, if we are in the same room, and who will head for water and who for exits. 
5) Who to throw the fruit at

As a consultant to donors and NGO’s, both sides endured my workshops and tried my software on sustainability and excellence. I thank my clients and colleagues who taught me what I know. They are not responsible for how badly I learnt it.
6) What I am trying to do 

Civil society has two great sectors: non-profit and for-profit. Non-profits have the moral high ground with their intention to “do good”, but are unsustainable until they get a “recipe to operate”. For-profits have the material high ground because they know how to “do well”, but they are unsustainable until they get a “licence to operate”
. Corporates know this. Their CSI
 initiatives either use or copy NPO’s to win a licence as “corporate citizens”. NPO’s are slower to use or copy corporates, so this paper aims to copy from the corporate business case to help the NPO “do right”. 
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This paper tries something difficult: to move management and measurement concepts from the for-profit sector to the non-profit sector. The attempt is ambitious: to invent and introduce some new concepts for the non-profit sector. The aim is straightforward: to make us prouder to be in the development community. The need is urgent: to close the gap between what consultants, donors and NGO’s promise and how they perform, and between what communities need and what they get. The risk is important: too much borrowing can contaminate the virtues of the development sector – a size of heart, a generosity of spirit, a tolerance for bona fide mistakes, a democracy at work, and a willingness to invest emotionally out of all proportion to the material reward. 
7) What words I use

This argument relies upon these concepts: 
a) Civil society, corporate citizenship, 

b) Excellence as Economy, Efficiency, Effectiveness and Equity ( X = E x E x E x E = E4)TM 
c) HR, Finance, Quality, Risk, Operations, MIS, M&E, Marketing, Strategy KPA’s

d) Impact, Force, Reach, Value, Transparency, Visibility, Participation

e) Moral authority, business cases, licence to operate and recipe to operate
f) Promises, Impact and Performance, 
g) Sustainability as Respect, Loyalty and Trust (S = R x L x T) TM
h) The volume, duration and freedom of income streams

8) Some news, good, bad and ugly
a) What is bad, but may not be news, is the development sector is in crisis; its territory is shrinking and its capacity to manage even the shrinking territory is failing. 
b) What may be news, but is good, is how we development practitioners ignore the crisis. This is sensible behaviour! Firstly, the sector has been in free-fall for so long, we are entitled to see it as the norm. Secondly, individuals have no power over the structural reasons for the sector to be shrinking and failing
, so we are right to avoid fights we will lose. Thirdly, those still in practice are survivors, so we cope well with problems, look for solutions, and maintain our morale with a focus on our successes.
c) What is bad news is that we are losing all our developmental wars. The bad part is how self-imposed our performance problems are. We take more money, people and time and achieve less than we want to. The news part is how much HIV/AIDS has set us back
, especially in Africa. One disease has reversed every achievement in 20 years of development, and made pushed Africa the only continents likely to miss our Millennium Development Goals! It has added fuel to every development challenge, e.g. hunger (by killing farmers), literacy (by killing teachers), poverty (by killing earners) etc. It has removed fuel from every other project and programme, e.g. shrinking budgets, diverting attention, complicating goals. It has caused divisions when success needs unity, e.g. causing stigma and guilt, polarising healthy and sick, man and woman, sugar daddy and child etc. 
d) What is ugly and may be news is how violent public demonstrations, rising mortality and joblessness et al show we may be running of time. Rising public want and falling public delivery become, after some turnover point, a death sentence. It can be no surprise that communities are needy. This is the rallying call of the development sector. But it is a shock that communities have such strong senses of entitlement and grievance. Where did we go wrong? Did we over-promise and under-perform when we set out to develop people and communities? Did we create impossible expectations with our enthusiastic promises at launches? Did we leave others behind when we selected beneficiaries? Were we naïve? Did we create grievance when we hoped to create gratitude? Did we create entitlement when we hoped to create welcome? Are our own chickens coming home to roost?
e) What is good is how much tax, income, and dividends come to development from the generosity of the international community, taxpayers, individuals and shareholders. In addition, how the professionalisation of the development sector has put a quantity of quality people into programmes. Moreover, how the memory of apartheid creates a moral community with a national developmental consensus. What may be news is that, for the most part, our sector’s problems with delivery are self-inflicted, and therefore preventable and curable. This paper thinks this is true, but would say so even if not: we need to believe we decide our fate, that changing our mind changes our acts, and that our actions change the world. 

9) Why shake the bottle
Protecting these non-profit virtues is important, so only strong arguments can motivate copying from the for-profit sector. There are two:
a) We are losing our developmental wars: Africa is the only continent likely to miss any Millennium Development Goals – and we are likely to miss every one. The sick, the dying, the poor, the weak and jobless need us to look for something new.
b) We are losing our competitive wars: the non-profit sector, at least in SA, is battling to survive and is being squeezed out by Government and Business. If we can add a business head and keep our social heart, we should be sustainable, and able to squeeze back. If we do both well, we can look one day to influence (to say the least) what Government and Business does.
10) When this worked before

Copying from business has precedent. Social marketing uses techniques from corporate marketing to boost the NPO etc for the public benefit. The latest example is constituent relationship management, a careful clone of corporate Client Relationship Marketing, a species of marketing techniques that involves collecting client information enthusiastically to better understand and satisfy donor needs. This paper looks to harder areas of management science - corporate finance, corporate strategy and operations management – for advice for non-profits. 























































































� Constituent Relationship Management = the non-profit equivalent of the for-profit technique of Client Relationship Management


� Non-Profit Organisations = registered or informal associations for the public benefit, whose leaders do not share in the end-year residual income (i.e. not take a profit) and have no legal authority to impose a charge on the tax-payer  (i.e. not government)


� Worldwide, industries like (illegal) drugs, hemp and asbestos lost their moral licence. Industries like tobacco and alcohol have their licences eroding. Industries like sex work and marijuana are having their licences restored. 


� Corporate Social Investment: the application of business principles to produce supply-chain sustainability out of hitherto purely philanthropic charity. 


� Such as (1) the moral authority of Government, which means political power and influence accumulates in its hands, at the cost of the for-profit and non-profit sectors and (2) the productive strength of Business, which means economic power and influence accumulates in its hands, at the expense of the public and non-profit sectors. The great loser is the non-profit sector, which – without superior moral authority, political authority or productivity – finds its power base eroded. 


� HIV/AIDS is certainly outsmarting and outplaying humans, but not, let us hope, outlasting
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