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Some employees perform poorly because management has not clarified

organizational pelicies or because supervisors have not properly spelled out:
work priorities and expecrations. Other employees may take advantage of lax: -
office procedures by coming in late or socializing excessively. Still others may
require more strucrured work assignments or may have been mismatched
I These problems are generally correctable in supervisoty
k priorities delineated, expect”
d, and reas

with their jobs.
discussions. Policies can be enunctated, wor
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o presumably can improve their job performance and functioning.
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ender. Staff at the top of their job classification with no place to
stymied and may need special motivation. To prevent their
deteriorating, consider the following:

;I}%f Dead»

advance can feel

Seek their advice and suggestions on how they can continue as high
-petformers even if they are at the top of their pay scale. By doing so,
you demonstrate that you value their opinions.

Af possible, give them additional decision-making responsibilities.
Assign trainees to them; they may gain satisfaction from serving as

-

MEntors.
Provide out-of-the-ordinary assignments that offer challenge and a

chance to shine. For example, put them on loan to another department
where their talents and abilities can be appreciated.

Frequently, staff who feel they are at a dead end do not communicate their
gonceens directly but show their disinvestment with below-average perfor-
mance. Excessive absences, increased socializing, or argumentative behavior

may be symptorms, and they require corrective action. Convey your concerns

and expectations before the behavior turns into complere indifference.? Spell
out what has gone astray with the employee’s performance and discuss what
steps can be taken to turn the situation around. Ask the staff member to
explain the reason for performance decline and determine together how to
rearrange priorities, As with other employees who may be performing poorly,
it is important to keep proper documentation to justify any acrion you take
now or in: the future?

The Passed-over Employee. Being denied a promotion can be discouraging
and frustrating and may result in staff disengaging from their work. The first
step is 1o talk privately to explain why another person was selected. The
emphasis here should be on what makes the other person more qualified, not
what makes the employee less qualified. If the employee has shortcomings,
you might suggest how these shortcomings might be addressed and improved.
In addition, you could work out a plan for additional assignments or special
studies that would enhance the employee’s competitiveness for future job
openings. By reinforcing employee self-esteem and providing practical assis-
tance, you help them re-engage in their work.

The Technophobe. Sometimes an otherwise competent employee is unable
to take on new assignments or deal with new technologies, especially involv-
mg the use of electronic devices. Freguently the employee fears failuze, and
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moreover, cxperiences tremendous discomfort in having to be taughe by

younger staff who are more familiar with new technology. This could, after
all, involve role reversal in which a subordinate becomes the leader, even the
critic. If possible, select peers instead of junior staff to teach new technology.
Even if this is not possible, supervisors must be clear and unequivocal: While
accepting the resistance as an understandable temporary response, the orga-
nization is committed to having staff grow with the new technologies.

In addition to conveying clear expectafions, the organization needs to
show its support and recognize the anxiety of the technophobe. This sup-
portive armosphere can create 2 spirit of camaraderie wherein everyone
participates in a “commmunity of learning.” Managers need to understand
that staff productivity may be lower for a time while employees learn new
skills. Staff may even need to be relieved of some duties to lessen overall
work pressures. The organization must provide training—not only one-time
workshops, but also ongoing consultation and troubleshooting.

The Mismatched Employee. Sometimes, employees are hired into jobs that
subsequently prove fo be a poor fit for them. Though mismatched, staff have

other skills, talents, and commitments that warrant their being retained but
y were hired. Rather than letting

perhaps not in the position for which the
to other positions for which they

employees go, one option is to assign them
are better qualified, even if they are lower paying. Reducing salary is & calcu-
lated risk, but if the alternative is terminating a worthwhile employee, it
important to help the staff understand and accept the situation.

The Work Climate Spoiler. Some employees poison the work atmosphere’
with a sour demeanor. Their grumpy mood negatively affects the rest of the’

staff, though they may be quite competent i1 their main job responsibilities
If their work requires only minimal interaction with staff or clients, then
some latitnde can be allowed. An accountant in the back office with this attl-
c more tolerable than a counselor working directly with clients.
Other work spoilers are employees who constantly gossip, spread malicious:
rumors, or seek gratification by pitting one employee against another. Y0
need to convey the magnitude of your concern and your desire for a mor
constructive atticude; work spoilers cannot be tolerated. If all else fatls, th
disruptive staff member may need to be dismissed.

tude might b

The Work Laggard. Sometimes, new staff who may not be used to the Wb
ethic of the organization tend to slough off work or generally be unrespot
sive to requests to produce. They may be dilatory in carrying ouf WOP
assignments. Ordinarily, these hehaviors could be grounds for dismissal; b2
if you feel these employees can bhe turned around, you need to remind the:
in unambiguous terms of the consequences of indolent behavior. A 8%
practice is to provide a handbook o all new employees that spells Ouf_w-\
performance expectations. Sometimes you may need to allow a peri®
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The Poorly Trained Employee. You may find some staff ro be unproductive
hecause no one has ever taken the time ro fully explain their responsibiliies
and walk them through their assignments. They may be thrust into situations
for which they are il prepared because of poor hiring decisions. For these
employees, training and supervision are key elements. They may need to be
sent to a formal traming program or at least be provided with a mentor who
can work with and guide them during their learning period.

All of these “types” have two things in common: they are not performing
up to the standards of the organizarion, and they could potentially be fired.
In fact, some managers take the understandable position that the excessive
concentration required to turn around unproductive employees presents a
serious drain of time and energy and creates resentment among produc-
tive staff. You need to discern whether straightening out an unproductive
emplovee is worth the effort. Yet there are few things more rewarding than
salvaging a formerly unproductive employee and taking pride in his or her
new and sustained achievements and contributions.

Dealing With Legally Protected Emplovees

In recent years employment law has been developed to protect staff of
human service agencies. Effective managers must keep current with employ-
ment laws and regulations so that they can treat their employees responsibly
and avoid expensive lawsuits. Consult legal counsel or vour human resource
department for possible changes in the law.

Older Persons

Covering all employers with 20 or more employees, the Age Discri-
mination in Employment Act (ADEA) prohibits discrimination against older
workers. It generally eliminates mandatory retirement at any age, pravides
protection to any employee over the age of 40, and disaliows denying pro-
motion or transfer of anyone over 40 because of age. When hiring or pro-
moting covered employees, you cannot hint at a preference for younger ones.
You must also make sure that older workers receive the same training
opportunitics as do vounger ones,

In terminating oider workers, as with any emplovee, you must provide
good documentation through written evaluations and disciplinary reports.
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include restructuring 4 job, changing work schedules, and modifying
cquipment. If the reasonable accommodation imposes an undue hardship
(unduly costly, extensive, or disruptive) on the arganization, it is not required,
[t is not considered an undue hardship if clients refuse to come to an agency
knowing that someone with HIV/AIDS is either working in or being served
by the organization, '

Managers can not reject g qualified applicant because they fear the person
may become too ill to work or incur high medical insurance in the future.
The hiring decision must be based on how well the individual can carrently
perform. Managers must honor HIV/AIDS employees’ requests for confi-

dentiabity, set clear job performance expectations, and hold employees
accountable for their work.?

Managing Persons With Disabilities

The ADA makes it unlawful for employers to discriminate against indi-
viduals with disabilities in regard to hiring, firing, compensation, {raining,
advancement, and ail other conditions of employment. The ADA applies to all
employers with 15 or more employees {except government agencies). It pro-
tects any individual with z “physical or mental impairment that substantially
ligmits one or more major life activities.” It protects people with hearing impair-
ments, mental illness, learning disabilities {e.g., dyslexia), and severe obesity, It
does not cover compulsive gambling, kleptomania, and transvestism,

The agency with responsibility for enforcing the ADA is the Equal
Employment Opportunity Commission {EEOQC). Employees have 3 right o
z jury trial and punitive and compensatory damages after a finding of inten-
tonal discrimination, 0

If the organization has a fair and rational appraisal system (see Chapter 11)
actions taken by the organization can stand
a disability who is not performing the job in
accommodation can be subject to disciplinary action, including terminarion.
The EEOC expects to see a record of substandard performance appraisals.
Further, the ADA does not require that an employee with a disability be pro-
moted or offered training that would make advancement possible if either
action would place undue hardship on the employer,!!

An employer can hold staff with disabilities to the same standards of
productivity and performance as other staff without disabilities, A double
standard should not be applied in such a way that persons with disabilities
recewve fess discipline than any other employee. Again, it is important that

the apprajsal process document poor performance in order to avoid ¢l
discrimination,

bl
up i couwrt. An employee with

spite of being given reasonable.

aims of

Persons with disabilities can provide an organization with chalienges
that must be addressed. For example, a person with epilepsy whose disease
is under control because of medication does not necessarily present z risk to
the children under her care, A person with a stutt

ering problem who meets
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the qualifications of being a counselor must be considered for that position.
A person who is somewhat obese is not covered by the ADA, but one who
is severely obese—more than 100% of the norm—is under its protection,
This is the purpose of the ADA.

In considering a person who might qualify under the ADA for a position
in the organization, all questions must be focused on the job and not on the

person. For example, you would not ask:

“Are you taking medications that would make you drowsy?”
“Have you ever been treated for mental health problems?”

“How did you become disabled?”

“Have you ever been treated for an inability to handle stress?”

“How often have you used illegal drugs in the past?”

These questions cannot be asked because they focus on the disability.
The provisions of the ADA were designed to prevent discrimination against
individuals with hidden disabilities.!?

You could ask persons with disabilities, however, whether they could
perform the functions of a particular job with or without reasonable accom-
modation. You could inguire about how they would perform particular
job-refated functions and whether they could meet job astendance require-
ments. You could ask whether they currently are using illegal drugs. These
questions must be aimed at determining their ability to perform essential job

functions, not at discovering the existence or severity of a disability,
Agencies may have to make reasonable accommeodations, such as wheel-
chair ramps for employees with physical handicaps, or telephone devices for

the hearing impaired. If a supervisor receives a request from an individual

with a disability, there should be an informal process to clarify what the
individual needs and identify the appropriate reasonable accommodation.
If there are two possible options and one costs more or is more difficult to

provide, the supervisor may choose the one that is less expensive or easier to-

provide as long as it is effective,

Some jobs may need to be restructured. If an employee is unable to perform’
a minor job task, the supervisor can require the employee to do a different o
ranor job function in its place. However, a supervisor does not have to elimi- &+

nate a primary job responsibility, nor have to lower productivity standards
that are applied to all employees. A supervisor never has to excuse a violatior
of a uniformly applied rule that is job related and consistent with business

activity. Finally, a supervisor does not have to provide a reasonable accom

modation that is significantly difficult or expensive. If employees wich a Cﬁ?
ability are not able to perform their job despite being given reasonabl
accommodations, the organization has the right to terminate employment.
obtain assistance in accommedating workers with disabilities, check with i
Job Accommodation Network (see Web Sites for Human Service Managers)-l'

.__'!
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Family and Medical Leave Act (FMLA)

Managers should review the AZENCy’s family and medical legve policy

with legal counge] 1o make sure thar it complies with the Family ang Medical
Leave Acy (FMLA). The burpose of this Jaw
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Progressive Discipline

To emphasize the caring and supporiive concern you have about the
employee, identify strengths as well as limitations. Few people do everything
wrong, and most do far more things right. By being positive, you provide a
context within which the criticism can be tolerared more easily. When the
employee does make progress, acknowledge the turnaround. Applaud the
new behavior as a way of reinforcing it.

Avoid making value judgments and moralizing. U personal or emotional
problems are offered as explanations, you can be sympathetic without aban-
doning vour expectations of quality work performance. Employees must
be seen as adults responsible for their own behavior, but you may need to
encourage some to seek counseling with the understanding that doing so
would not jeopardize job or promotion opportunities.” Because of the recog-
nition that employees’ personal lives can spill over into their work attitudes

and behaviors, many organizations offer Employee Assistance Programs that
provide confidential interviews to troubled staff.

Focus on changing behavior. Be clear about specific actions you want the
staff to change. Furthermore, you should involve the employee in finding a
solution, remembering that your purpose is not punishment butr changing
unacceptable behavior. Because the employee may feel defensive, it mav be
helpful to use “I statements,” which indicate your point of view: “I am con-

cerned about your attendance” or “I want you to make an effort to be more

cooperative.”'?

Many states follow the employment at will doctrine, which states that unless
a definite period of service is specified in an employmesnt contract, hiring i
considered to be “at will.” Subject to specific legal restrictions, an employer
has the right to discharge an employee at any timie without notice and for
any reason or for no reason at all. This has been upheld by the Unived Stares’

Supreme Court as being constitutional.!” Progressive discipline must be seen: -

within the context of this employment at will doctrine.

In contrast to those affected by employment at will provisions, human set™
vice professionals are sometimes covered by collective bargaining agreements
or civil service rules, which provide for due process and fust cause standards.
Normally, agency personnel practices provide for a grievance appeal process:
usually limited to an internal appeal within the agency, with no opport

for an impartial third party. Some unionized agencies, under their colle
have representation at the poit
e is sub

lve the

bargaining agreement, permit an employee to
of discipline and throughour the grievance procedure. The grievanc
mitted to arbitration if the management and the union cannot reso
discharge grievance, This third party arbirrator is jointly selected by the par
des and conducts an impartial hearing that is binding on both. Typica 7y
selected arbitration agreements require progressive discipiinem—coumehng?
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verbal warning, written warning, and suspension—prior to discharge. The
value of voluntary arbitration is that it avoids wrongful discharge lawsuits
and protects against abuse of managerial authority.™

Whether agencies operate under employment at will or just cause, they
typically follow a set of procedures or deliberate steps in addressing perfor-
mance problems or disciplining their employees, depending on the extent to
which employees have violated the rules or exhibited unprofessional behav-
ior. These explicit progressive discipline policies provide guidelines for both
management and employees regarding expected staff behaviors and conse-
quences for noncompliance. By observing the following five steps, you are fair

to the employees, you avoid capricious actions, and your disciplinary process
will hold up in court.'

1. Provide the employee with explicit expectations for behavior and per-

formance. Generally, most problems can be solved by clarifying ambiguouns
eXpectations.

2. Hf the problem continues, convey a verbal warning specifying how
expectations are not being met. Reach an agreement as to how the emploves
can correct the problem. Depending on the problem, you may wish to issue
more than one verbal warning. During this phase, individual or group coun-
seling may need to be provided to help the person correct the problem,

3. Thenext step is to send a written warning, including a description of
the behavior that is expected of the employee and what the employee is per-
ceived to be doing wrong. Convey how you expect the employee to correct
the behavior or overcome the probiem. Indicate what the consequences are
if the employee does not correct the problem within a specified time period,
It is possible that an employee may request a transfer to another uait, He or
she may be in the wrong job, or chemistry between staff and supervisor may
be affecting wosk performance. A change in position may therefore resolve
the problem. Whether the employee remains or is transferred elsewhere,
indicate, if appropriate, what kind of support will be given. Specify that fur-
ther disciplinary action may be taken if the problem persists. If the employee
refuses to sign the warning, another supervisor should immediately be

brought in to sign the written document to acknowledge the employee’s
refusal.

4. If the problem persists, the next step is a consequence, often in
the form of one to three days’ suspension without pay, to convey how seri-
ous the problem has become. If you tell your employee that a suspension
will result from repeating the problem, you have to follow through on it
unless the staff member offers a reasonable explanation. Some organizations
use a variation by providing a paid suspension, with the requirement that
the employee return with a written plan on how he or she will correct the
problem. To convey thar employee attitudes and behavior will be closely
scrutinized upon return, inform the employee that he or she is on probation.
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The employes must understand that termination may result if performance

problems continue.
5. The final step is rermination. This will be discussed in more detail

below.

Under some special circumstances, you may need to bypass the progressive
approach outlined above. For example, in a children’s residential sreatment
center, if staff have been irresponsible in monitosing children’s behavior,
several days’ suspension may be necessary immediately to convey the sever-
ity of the situaton.

Moving beyond the verbai warning to a more Serious consequence should,
if at all possible, be spelled out in advance. In all the steps prior to termina-
tion, it is important to convey that vou think that the employee is capable of
changing behavior. In some Instances, it may be better to place staff on pro-
bation, perhaps up to three months, to emphasize that there will be a period
of close scrutiny. Some bebaviors may be serious enough to warrant immedi-

ate termination, such as misasing or stealing agency property, sleeping on the
job, or physically abusing a child. Fach organization should determine irs
response to unprofessional behavior in its personnel practices.”

To protect employees from capricious, arbitrary acts, organizations
should develop a grievance procedure that permits staff to appeal decisions.
This procedure should be clearly spelied out in the organization’s personnel

practices manual.

In some extraordinary situations, you may find it very difficult vo fire an

incompetent staff member. Requirements of civil service or union procedures
may prevent this, and in the real world, political considerations may be a
factor. These barriers do not automatically mean that you should not termi-
nate an upproductive employee. Some effective managers confront obstacles
to terminating an unsatisfactory employee with credible documentation and
remendous resolve and conviction even to the point of putting their OWD
e. Nevertheless, if termination is not possible, the manager
he incompetent staff does not “cott-
ark habits and poor

jobs on the lin
must develop a strategy to ensure that ¢
taminate” productive employees with his or her bad w
attitude.

Some organizations develop an unimp
unproductive employee that is unlikely to result in much damage to the orga-
nization if it is not performed competently. Some even go so far as to isofate
the incompetent staff person in the least desirable physical space. These 25
“last resort” desperate actions, which should not continue indefinitely. Be
aware that putting an employee in an undesirable situation can be construed
15 a constructive discharge; this could invite a lawsuit i1 which the employe®

ortant special assignment for the
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charges that the new working conditions are so intolerab]
was forced to quit,?2

Another approach is 1o assign the least essential function to a team of
poor performers, sometimes called 2 “turkey farm.”® This could, of course,
bacifire and create embarrassment for the organization. A variation of this
idea is to loan an unproductive member who

has some redeeming qualities
to another unit or another orgamization, thereby removing the troublesome

staff person and breaking up patterns of dysfunctional behavior. In some
instances, this could be a positive move for

¢ that the employee

both the employee and the orga-
nization. By placing the unproductive staff member in a new setting with dif-
ferent work relationships and job requirements, it is possible that Improved
performance can occur. Again, these suggestions are made with extreme
caution; some managers have an unequivocal policy not to keep incompetent
employees. Service to clients is their overriding concern.

Terminating Employees

Because human service organizations are in the business of rehabilitating

people, there may be a tendency to hang on a little ionger and hope the

incompetent employee will improve, Recognizing that some circemstances
make it exceedingly diffic

ult to terminate employees, managers nevertheless
must be willing to act with the conviction that terminating seaff is a necessary
and essential part of keeping an organization productive, The reality is that
employees may be mismatched with their jobs,
dence behavior that warrants termunation, or
the tasks that help the organization achieve its mission, If attempts to improve
performance seem to go nowhere, then termi

nation is necessary for the con-
tinued health of the organization, Grounds for firing include the following:*

may lack motivation, may evi-
may be unwilling to carry out

® Physical violence

® Sexual harassment or assault

* Gross insubordination

¢ Alcohol or drug use during work hours

® Repeated shirking of responsibilities

Lack of skills to perform required tasks or to meet objectives
¢ Chronic or excessive absences

¢ Dishonesty, incl

uding falsification of employment records and expense
accounts

¢ Carelessness that causes actual or potential harm
Continued incompetence, despite training

Staff incompetence is not
destructive byt may
member may be a n
ton’s work

always easy to spot, A person may be generally
still perform an important funcion, An incompetent staff
ice person, Termination should occur when the organiza-
becomes threatened or when hanging on fo a poor performer
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significantly affects the work of others or the organization’s ability to function.
Keeping unproductive staff members is unfair to others in the organization
who must make up for their faiures and untangle their messes.”

Legally Sound Disciplinary and Termination Processes

In taking disciplinary action of rerminating employees, effective managers

must carefully avoid the organization’s becoming entangled in costly and

time-consuming lawsnits, If employees feel that their employer does not adopt

ar enforce fair and consistent procedures, litigation alleging discrimination or

violagion of implied contractual obligations can occur. Watch for the follow-

ing problems:

Lack of Clear and Consistert Policies. The absence of clear written policies can

lead to the inconsistent treatment of employees. 1
differentially because of gender, race, ethricity, sexual orientation, age, or phy-
sical or mental disability, they may resort 1o litigasion. Policies should spell out
conditions under which termination casn 0ccur. Supervisors must be instructed
on the importance of impartially enforcimg regulations; otherwise, staff could
claim bias. Progressive discipline policies should be circulated so that all staff

clearly understand the ground rules for professional behavior.

Inconsistent Evaluation History. Terminated employees may insist that their
appraisal history be reviewed; therefore, you should avoid being trapped in
the inexplicable situation of having given acceptable performance appraisals
s to margnal employees. Consistently document
ding a paper trail that records discipli
Indicate on the record where even .
a pattern of marginal performanct .
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weapon in any type of legal action.™®
This record should be free of any statements mentioning age, racet,
national origin, religion, or disability. It should also be free of derogatd’
scatements and subjective descriptions. For example, instead of saying th
employee has a “had attitude,” the employee’s conduct should be specifica‘i
described. All previous written disciplinary warnings or perf{}rmanc_fﬁ
reviews should have been signed by the employee, acknowledging awarentt
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and termination actions consistently by reviewing whether other employees
in similar circumstances would be treated in the same way. Check potential
biases with other members of the administrative staff to ensure you have
followed correct procedures. By focusing on performance, supervisors reduce
the risk of being accused of capricious and discriminatory behavior. Inform
employees of performance criteria in advance, and clar
measurable and identifiable rerms.?”

Be aware that wrongful discharge lawsuits can be filed i discrimination
can be shown regarding age, gisability, race, religion, and sex discrimination,
Firing or demoting someone over the age of 40 without documented proof,
letting go an employee with a disability before exhausting all the accommo-
dartion efforts, discharging a minority person for an offense for which non-
MIROHTY employees were not discharged, terminating an empioyee who hasa
sincerely held religious belief, and demoting a female employee because she

did not get along with men in the organization are all situations thar can
restlt in challenges in the court.2*

ify expectations in

Failure to Inform Staff Thar Their Positions Are in Jeopardy. Litigation is
likely to occur when empioyees can claim they were unaware
formance could result in adverse consequences; they can say they were denjed
the opportunity to take corrective action.2* Occasionally, a supervisor may
place negative observations i an employee’s files but then nor share the
nformation—a procedure that can backfire when a lawsuit is filed. Negative
written reviews must include specific problem areas or mention of madequate
performance, ideas for improvement, and a stipulation that continued similar
probiems will result in adverse action. A good procedure provides the
employee with the Opportunity to comiment on, or even dispute, the perfor-

mance appraisal. At the very least, the employee should sign the appraisal
form,

that their per-

Discipline Documents

Most organizations have written policies and formal Warning systems to
address possibie employee problems. Assuming that a progressive discipline
system is in place, a supervisor should be able to provide documentation that
lists both the positive and negative aspects of staff performance and behay-
or. If the employee’s record includes previous favorable appraisals, then you

would prepare a detailed descziption of the reasons performance is no longer

considered satisfactory. Furthermore, the reports should be prepared on a
tegular basis and should avoid any bias,*

If an emplovee has received a final warning notice, the language should
be clear and specific: termination will result from one more of the same
infraction. It is a good idea to have all disciplinary documents signed by both
You and the employee before a Copy is put in the personnel file.3'
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To avoid being legally burned in a lawsuit, managers should observe the

following:**

1. Initiate training or counseling to indicate that you have been fair in
trying to improve performance.

2. Document verbal wamings and provide for the employee to sign off

on your notes to indicate that he or she has been made aware of your

COnCerns,

3. Make certain that the employee is aware of consequences should the
sitnation be repeated.

4. Obtain a second opinion from upper management before you actually
fire an employee to make sure your termination is based on concrete
evidence and not subjective factors.

Provide the employee with a valid reason for termination and a copy
of the rule that has been violated.

n

6. Consider having the employee voluntarily sign a release from future
legal claims. This may require providing the employee with more than
the normal severance pay. Encourage the employee to obtain legal
advice before signing.

7. To avoid a potential defamation or slander lawsuit, indicate in response
to a reference reguest only that the person worked for the organization
in a given period of time.

In summary, check with an artorney regarding the possible charge of
unjust dismissal if vou have any doubts. Effective managers realize that
although there is no absolute way to prevent lawsuits, by operating fairly,
communicating frequently and candidly, and documenting thoroughly,
litigation can be avoided.”

Conducting the Termination Interview

If you must terminate an employee, the following guidelines may assist you

s Avoid poor timing of the termination: birthdays, anniversares, ho
days, or Fridays.

o Termination early in the week allows time to wrap up 10‘{56
ends promptly instead of allowing the individual to “stew” over e
weekend.

s Determine in advance the termination interview benefits that the perso®
is entitled to, including unused vacation, pension disbursement: an
severance pay.

i
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Arrange, if feasible, for outplacement counseling,

Petermine in advance exactly what you will say in the interview. Be

specific about when the person is to leave the organization.

Allot no more than 30 minutes for the interview to communicate and

come to closure.

Accept what the employee has to say in his or her defense but do not

become argumentative. Anticipate and respond without being defen-

sive ro the question, “Why me?”

o Say something positive about the individual, but do not be excessive.
Aveid transmitting “mixed messages” that may convey hope to the
emplovee that something can be negotiated.

» Immediately following the meeting, contact all those persons who nead
to hear about your action firsthand.

» Minimize discussion with other staff about dismissed employees.
Respect their digeity and the confidentiality of your decision. Discuss

*he situasion only with those who absolutely need to know.

e Take pride in knowing that you acted constructively, honorably, cour-

teously, and aboveboard.™

Under some circumstances, employees could be encouraged to resign.
Thev benefit because they preserve their dignity in the outside world, and
they improve their chances for reemployment. The organization benefits
because it avoids potential legal battles.” Some organizarions £esort 1o a gen-
erous “severance” payment in exchange for a signed waiver indicating the
resignation was voluntary and no lawsuit will be forthcoming. This should
be considered with utmost caution, however, because of possibie repercus-
sions from staff who may resent the special consideration given to the
departing, unproductive employee.

1. Jane S. is a three-year, loyal, and competent staff member who has just
rerumed from a 12-week family leave to care for her hospitalized child, who
is now in day care. As a single mother, she indicates that she is exhausted
and that she cannot continue to carry the full responsibilities of the job. As
a supervisor of the unit, you have the responsibility to assign large caseloads
to your staff. How would you handle the situation with her?

2. Carl M., a 55-year-old employee, has worked for your agency for the
past 10 years, Within the past 10 months his work performance has begun
to0 deteriorate: he is coming in late almost every day, he is consistently behind
in his reports, and a few clients have called you to say that he seems disin-
terested in their problems. As his supervisor, how would you handle the
situation?

Questions for Discussion
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Notes

ed a recent honors graduate who had good references.
Her reports are well wrtten and she is obviously bright and intellectually
well prepared. She seems to be doing well as a counselor. Her only problem
is that she tends to be arrogant and supercilious with her colleagues, and they
in turn are complaining to you about her superior attitude. How would you
deat with this?

4. You know that Jim L. has had a problem with taking drugs, and you
are also aware that he is covered under the ADA as long as he is in counsel-
ing and taking action to deal with his situation. One of the reasons you hired
him is that he could be in a good position to provide counseling to homeless
addicts who come to your agency for health services. Recently, a staff member
has informed you that she has seen him drinking at lunch. You have no other
corroborating evidence, You are concerned that if this situation Is true, he
could be impaired in performing his counseling responsibilities. What would

you do?

3. You have just hir
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sessful appraisal
tute of Business

g the long-termer,

viding termination

anual (Englewood

etting the right tone in an organization by creating a positive, humanizing
= EnVironment contributes immeasurably to staff effectiveness. Creating an

On service cansumers, Stili, even though MAnagers may mean to do the right
thing, interpersonal and emotiona] problems affecting work performance are
bound to oceur. I not handled properly, these problems tend to fester untif
they cause grear damage and require a tremendous investment of time and

Organizational cultyre is the operating style, traditions, rituals, beliefs, and
fundamental vajueg of the organization. This culture influences the way staff
: think and behave.? It i the system of values thar a service organization hag
invented, discovered, or developed over time while learning 1o cope with itg
problems of externg) adaptation and internal integration 2 Culture is the way
staff perceive that there Is a right way to do things in the organization,
Shared valueg glve the organization 4 sense of direction so thar staff see
how ro fulfill their professional goals in relation 1o the Organization’s goals,
Above all, organizationa} valyes Provide a profound senge of meaning 1o
staff work. When influenced by 4 SLrong organizationg} culture, staff truly
care abourt their work; they significantly invest themselves in what the orga-
Bization represents. Where a strong culnre €XIsts, either people buy into
Organizational norms of they are encouraged to lteave, Thoge who remain
identify deeply with the organization’s vajye System, and their professional
lives have greater significance becauge of their affiliation.
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Although managers in most organizations strive o develop a strong
culture as a way of influencing staff performance, cultural strength may or
may not be associated with effectiveness.’ Sometimes an older organization
with a strong culture benefits from having units with diverse perspectives
that question the usual way of doing things, thereby allowing adaptation to
environmental changes. The challenge for effective managers is to harness
the organizational culture’s benefirs white staying in sync with the needs
of the community. Enlightened managers can avoid cuiturat biind spots by
accommodating selective nonconformity in theie organizations and by them-
selves deviating from it when this makes sense.’

Effective managers serve as the primary shapers and communicators of
organizational values. They influence the organizational culture by what they
pay attention to, measure, and control; how they handle crises and critical
episodes; how their own behavior serves as a role model; how they allocate
rewards and status; and how they recruit, select, promote, and fire staff.’ Do
they tolerate or challenge criticism? Do they limit or make information avail-

able to staff? Do they control or empower staff to make decisions? Managers
are frequently faced with these value choices.

Effective managers always play a key role during those times when the
organization faces problems, external or internal. Indeed, one of the crucial
functions of leadership is to provide guidance at precisely those times when
habitaal ways of thinking or doing things no longer work or when drastic
environmental changes require fresh responses. It is during these transitional
times, too, that effective managers provide staff with security to help them
tolerate the anxiety of giving up old responses while new approaches are

being tried.®

Clearly, effective managers play a significant role in influencing the cul-
ture by the messages they communicate and, more important, through their
own behavior. They convey expectations, stress performance, and establish’
a reward and recognition system that embodies what the organization deems
important. In human service organizations a number of key values highly

influence staff aitades and behavior,

Key Values Foster Job Ownership

Employees must care so much about their work and be so invested iﬂ_-i
that they do whatever it takes to get the job done. This is job ownersih
Staff own their jobs when they are committed to working extra hov?
because a special report has to get done, responding in special ways t rhf:
needs of the people they serve, or advocating changes in o:rganizatioﬂﬂE pre;
cedures for the benefit of their clients. How does profound commitment il
a job come about? The organizational cuiture can promote 3 o,
furthers job ownership by instilling in staff a sense o Purpgse,‘e?
donal bonding, trust, stakeholder involvement, and prde fm her "

' ._th

. a
.: Sense of fairn
Me—inc

: reducrions.

i i’-‘fﬁmotes

Humanizing the 1

Higher Purpose.
prefer an organ
tion, serve othes
themselves, Thesy
ancounters three
“Lam laying bric
“Iam building 5.
and excel—ngr b,
staff believe the o
invest themselyeg |
' In‘ religious sett
18 referred 1o ag 5
feel a profound sel
absoluzely Commirt
veys her zeal 1o ag
staff, counselors, te
commitment, The §
more fikely staff ipy

Emotiong] Bonding
cach other fosters st
Their bonding prody
cared about, they lik
Emotionally and intej

M Organizationg whe
Temendoug,

Tr i
A5t This valye 1s no
i, and ¢}

ey also se
ns
Wetend ta rake it fi

or
or 'gani ;
40 organization, [f

a
M everyone should -

fealks . i
ks and NOt iNvestip

lrness flow
uding Manage

Truse is hy
BSUmption ¢
ma_y e¥idence
theiy indivz’du

it on ho
at staff 5y
se!f—jmeref

al agenda,
Mutyg] Commy

®Y cap i

22, Begg

o : use
bey Balng o

& reputgr



NG PRODUCTIVITY

o develop a strong

wral strength may of

n older organization
diverse perspectives
owing adaptation to
mnagers 1§ to harness
sync with the needs
draral blind spots by
zations and by them-

d communicators of
i culture by what they
die crises and critical
del; how they allocate
ote, and fire staff.’ Do
ake information avail-
e decisions? Managers

those times when the
eed, one of the crucial
isely those times when
work or when drastic
aring these transitional
y security to help them
le new approaches are

in influencing the cul-
nportant, through th.eir
‘ormance, and establish
the organization deems
er of key values highty

and be so invested m it
. This is job ownership.
o working extra hours
g in special ways o the
es in organizational pro-
rofound commitment to
. promote a climate that
of higher purpose, eino-
| pride in their work,

Humanizing the Organization

Higher Purpose. Fortunately, most staff who work in the human service field
prefer an organizational culture where people want to make a contribu-
tion, serve others, and feel that they are a part of something larger than
themselves. They typify the third worker in the following story: A traveler
encounters three men at work. Each is asked what he is doing. The first says,
“I am laying bricks.” The second, “I am making a wall.” The third replies,
“I'am building a cathedral.” Staff who share a genuine vision want to grow
and excel—not because they are told to do so but because they want to.% If
staff believe the organization can make a difference, they can be 1spired to
invest themselves more fully.

In religious settings, the imperative to achieve a sense of higher purpose
is referred to as a “calling.” But one need not have a religious affiliation to
feel a profound sense of dedication. As one manager expressed it, “We are
absolutely committed to taking our clients out of poverty forever.” She con-
veys her zeal to accomplish this overriding cultural value. Everyone—office
staff, counselors, teachers, job finders, research analysts—can feel this deep
commitment. The greater the belief in the significance of their work, the
more likely staff invest in achieving resuits.

Emotional Bonding. An organization in which people deeply care abour
each other fosters strong allegiances and a powerful sense of togetherness,
Their bonding produces feelings of cornfort and security. Feeling wanted and
cared about, they like to come to work because they find their relationships
emotionally and inteliectually fulfilling. Feliowship is particularly important

m organizations where clients make high demands and work pressures are
tremendous,

Trust. This value is not easily defined, but employees know it when they have
it, and they also sense when it does not exist. Perhaps when trust exists
we tend to take it for granted, but its absence can cause remendous problems
for an organization. If the organization’s leadership conveys the expectation
that everyone should work hard but managers are seen taking long lunch
breaks and not investing time in their own work, mistrust grows. In contrast,
a sense of fairness flows throughout the organization if, for example, every-
one—including managerial staff—experiences a salary cut because of funding
reductions.

Trust is built on honest interpersonal relationships. It is based on the
assumption that staff are all working for the common good. Certainly, they
may evidence self-interest ar times, but they must also be willing to put aside

their individual agendas for a greater benefit. This value encourages and
bromores mutual commitment.

Pride in One’s Work, Effective managers encourage staff to be the best
they can be. Because of a collective sense of pride, each organizational
member gains a reputation for providing a superior quality of service,
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Periodically, effective managers ask staff, “What makes yo
the organization? What gives you the most satisf
contributes to pride. Effective managers present $
- dards that are attainable i
given the proper training and supervision. W

do, they become concerned if something goes wrong. They as

so they can improve their performance. They
ivest in them so they can produce quality work.

Developing a Values Staternent

Many organizations prepare a Values Statement, eit
strategic planning process
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Rest Practice Tenets for Working With Those We Serve

1. We build relationships through listening, meeting peap!
respecting them.

5 Those we serve are our partners; they have shared responsibi
bring resources to (e change process.

3. We seek to create webs of conhection for people, assisting th
relationiships with community sUpports.

4. We honor diversity, and we respect differences within communities.
5. We are family centered, however broadly “family” is defined.

6. We never give up! We seek to find—or if need b
consumer of service, whatever and wherever that might be.

7. We start our work from the point of tearnin

daveloping services hased on these strengths, skills, and talents.

8. Meeting the needs of those we serve requires
internal and external services and supports. T
critical and equally important.
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Figure 9.1 illustrates how the managers and staff of one organization
became engaged in developing a Values Statement. Note the strong commit-
ment this statement makes about being client—not mstitution—focused.
Taking time to periodically revise values can serve to strengthen the organi-
zation’s commitments and invire new initiatives.® Managers can also articy-
fate their organization’s values formally and informally at staff meetings, in

orientation materials, or during ceremonies honoring staff for their commit-

it, improve it, and reinforce it.
In summary, managers are mindful that the organization’s culture has a

strong influence on staff behavior and performance] Cyleural values are
entrenched as traditional ways of thinking and doing and are developed over
a long time period. Effective managers can influence the streagth of staff
values by stressing job ownership, by emphasizing the importance of meet-
ing the needs of service consumers, and by ensuring that work quality
encbmpasses both service delivery and outcome. Every organization would
benefit from a periodic examination of its values to determine which need
clarifying or modifying. Effective managers must periodically assess h

ow
they can help staff make the organization’s values their own.

Imagine seeing this ad in your local newspaper;

Job opening for 2 commicred professional willing to work tong hours
for low pay. You wili eXperience many complaints, fatigue, and irpi-
tability that wil! likely result in emotional and physical exhaustion,
You may be required ro make painful decisions for which you no
doubt wiil be criticized. You will be working with difficult clients who
are victims of neglect, abuse, and exploitation and who are living
under deplorable conditions. Your supervisors will be demanding
and highly critical, and you will have limited opportunities to make
decisions. You will never have the resources to do the job properly,
You are more likely to experience failure than success. Moreover,
because it will be so difficult to measure the resuits of your efforts, you
may not even be aware of success when you do-achieve it,

Of course, no such advertisement would ever appear, but the fact that such
s as job stress and job burnosu have become so prevalent is a reflection of

the tremendous pressare and demands that human service staff must endure.

Stress can at times become so severe that it causes physical and emotiona]

exhaustion.’ Because stress has become an increasing concern, there may be a
tendency to get rid of it altogether. This should not, however, be your objective.
It is not only unrealistic, but some stress actually contributes 1o productivity.

Managing Stress
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Many employees do work well under pressure; anxiety and tension

mobilize their energies. These staff experience “positive stress.” ™ In high-

performance organizations, staff are expected to function under pressure.

They are held accountable for getring results and are constantly pushed to
do beter. Offsetting this pressure, however, is a sense of accomplishment
and being part of a valued team. Hence the goal of service organizations
‘s not to be stress free but to provide a work environment in which the
pressures of the job are not s0 demanding that they immobilize staff.

Organizational Stress Factors

Certainly, the work of many human service organizations is inherently
stressful. Staff who make critical decisions regarding whether children
should be removed from their homes because of neglect or abuse experience
tremendous stress. So do welfare or Red Cross staff who locate emergency
housing or empioyment staff who are responsible for finding jobs for school
dropouts. Frustration and tension are, unfortunately, an integral aspect of
these jobs, and learning to manage stress is essential.

To be sure, some organizationally—caused stress can be controiled enough
ro reduce the harmful impact on staff. 15 Organizations should be aware of—
and do something about—the following stressors.

ectives and fasks are unclear, staff may become

Role Ambiguity. If obj
f them. Job descriptions and mutually

confused about what is expected ©
agreed-upon cbjectives can reduce this uncertainey.™

Cuerload (or Underload) of Work. Some organizations are addicted to
work. This is a particularly insidious problem because we value dedication
50 highly. But when the dermands of the job regularly require 60 or 70 hours
a week to complete assignments properly, the workload has gotten out of -
control, not unlike a disease. An organization fostering this probiem needs

to analyze and seek ways to address its unusual and continual heavy work-

Joad demands. Conversely, an organization may provide professional staff

with too little to do; the resulrant underachievement engenders feelings of

uselessness and boredom among those directly affected——and a sense ¢
f members who resent the way work 1s distributed. -

inequity among other staf
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zatiof
hert

Contradictory Expectations. Some 0rg
expectation in their mission, but staff experience something qui
cheir daily professional lives. The incongruity between the ide

leads staff to become disiltusioned and deflated. For example, an organt
may espouse the ideal of wanting to improve the lives of poor people but ®
may require staff o impose layers of regulations on clients before they 8"
ify for services. Contradictory expectations also create stress when staff b3V
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before they gual-
5 when staff have

o report to multiple lines of authority and juggle the demands of different
supervisors. This occurs especially when staff are encouraged to participate
on ad hoc problem-solving teams while still maintaining home-hase responsi-
bilities. Under these clrcumstances, staff have the awesome responsibility of
reconciling the different priorities of their managers, :

Poor Planning. 1f the management of an organization does not prepare care-
fully, small problems can be exacerbared, eventuaily causing undue stress on
staff. For example, because of inadequate preparation, a Compurer error in a
public assistance agency results in clients receiving checks in the amount of 43
instead of $300. Because of the system foul-up, staff have an extra burden—
on top of their already demanding schedules—of handling clients’ under-

standable complaints, The tremendous feelings of frastration could have been
avoided with better planning,

Laid-back Atmosphere. An overly permissive atmosphere can also canse
undue stress, Consider, for example, an agency thar provides outpatient
counseling for teenagers, In irs quest to establish a family feeling of warmth
and informai relationships, the agency permits a two-hour lunch break,
unfocused Supervisory sessions in the park, and “shooting the breeze® with
teenagers. Because of this commirment to an informal, relaxed atmosphere,
however, clients are not required to notify the agency when they must miss
thelr appointments. Moreover, staff are not held accountable for their work,
nor do they set objectives. There are no guidelines for handling crises such
as suicide attempts. The results: work does not get done, and staff fee] thar
they are overworked because they have to put in 60 hours each week. The

laissez-faire atmosphere, paradoxically, causes the staff to feel tremendously
burdened and “burned our.”

Poor Match Between Staff and Jobs. Stress can occur as a result of staff being
assigned work that is beyond their abilities, as, for example, when an effec-
tive staff person promoted to a supervisory position finds himself unprepared
for the new responsibilities and chalienges. Conversely, stress can occur when
employees are assigned jobs that only minimally use their skills—for example,
highly motivated college graduates being assigned menial, routine work, 1

The Supervisor’s Role in Handling Stress

Staff may need assistance in understanding how their own aftitudes can
affect their propensity for stress. As supervisor, you should be aware of dap-
ger signals and be prepared to assist staff in dealing with job stress. You can
anticipate, for example, that staff who start out with enthusiasm and seemn-

ngly inexhaustible, vourhfu! energy are headed sooner or later for disillu-

sionment. You know, too, that staff may experience exhaustion from always
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giving and never receiving. ¢ These staff may feel unappreciated or experience
excessive, unfulfillable client demands. At the same time, they may be unable
o distance themselves sufficiently from work demands to return refreshed the
next day. They need guidance to alter their habits that have trapped them in

the exhaustion cycle.
The foliowing are suggestions that may help staff manage personally

stressful situations.

Help them reconnect with those aspects of their work they truly enjoy. ln
this way, they can balance problematic parts of the job with those that give
them satisfaction. Encourage them to rediscover what attracted them to the
job in the first place. Have them tist their “sources of jov” and work together
to help accentuate those activities."”

Put them in touch with a support group of staff who are having similar
stress experiences. This could rake the form of an informal communication
network with colleagues who are experiencing similar kinds of stress or with
others outside the organization who are good listeners.'®

Help identify and change whatever is causing stress. I, for example, time
pressures are becoming extraordinary, then develop methods for helping

staff to manage time beteer (as discussed in Chapter 6). By identifying the
causes of their stress, you help them take the first step to gain cosntrol of
it. If they are experiencing stress because of personal probiems {e.g., marital
) or their own emotions, consider referring them to an Employee
n has one. If not, put them in touch
here they can have confi-

problems
Assistance Program, if your organizatio
with a counseling program outside your agency w
dential discussions. :
Provide extra support when they are experiencing a crisis outside of
work. As their supervisor, you must not become their therapist, a role that:
requires a different and special relationship. If your staff member is going
through an especially difficuls period because of a sick chiid, a divorce, or &
major health problem, you can be available to be a good listener. Knowing
that their supervisor cares about them can be of support during a particularly
difficult period. Again, if a staff member requires more extensive discussions,
referral out to a counseling program would be appropriate.
Recognize that some staff over-invest themselves in their work 10 the
point of exhaustion. For some people, their passion for their work and com”
mirment to their clients, while at first a blessing, can become a curse. Fof

periads of time, they fly high with extraordinary energy and verve, but may
e ground. Supervisors CoU™
like sports, hobbies, ot
perspecn'
n-the-

eventually become worn out and crash to th
chink with staff about developing outside interests,
social activities, that could help put the problems of the job 1
Positive personal life experiences can greatly assist staff in facing ©
9

rensions.' .
Assist staff in developing work habits that can help reduce unnecess:

tension and anticipate crises. For example, help staff anticipate work a3
. : - urt
ments 5o that they do not experience last minute, extraordinary press
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top of their already demanding schedules. £ hand]
of the workload, help them develop an “inocul
ing difficult situarions through role pl
with staff in advance, they learn to h
skill and sensitiviry, 20

Develop realistic expectations with frustrated staff. Discuss the results of
their work and their use of time 2! Some staff demand more of themselves than
the situation can ever allow. For example, given the paryre of the particular
target population of young cocaine addicts without family supports, recidivism
rates are likely to be quite high. Staff need assistance in measuring “success”
not n relation to “curing” their clientele but in helping achieve some limited
progress with their clients’ educational, employment, and social goals,

If all else fails, help them consider leaving the stressful situation, You

could consider transferting them to another unit or changing their assign-
INENts to better suit their ahilities and interests. :

in summary, manageable stress is a narural
zation. ft is only when seaff find that they are unabie to cope with the pres-
sures of the iob thar negative stress becomes an issye, The best antidote for
handling stress is to convey high expectations within
tonal climate. Effective managers hel
them stress and at the same time tak
zational stressors,

ing crises is a natural part
ation” to stress, By simulat-
aying and by discussing a crisjs plan
andle problems that arise with more

part of a productive organ;-

A Supportive organiza-
p staff address those factors that cause

¢ pains to mitigate unnecessary organ-

Almost half of the United States work force consists of minorities, immj-
grants, and women. In the human service field,
foster and nurture work force diversity.

Title VII of the Ciyi Rights Act
of race, color, s€x, national
involves hiring, firing,
decisions must be based on bona fide occu

Discrimination need nor be intentional, policies that have discriminarory

impact are prohibited. Agency supervisors must have zero tolerance of work-
place language thar indicates bias or actions that result in different treatment
along race or gender lines. It is also considered discrimination to harass
employees because of their religious beliefs, Agencies should have 3 clear,

effective managers must

prohibits discrimination on the basis
origin, and religion. The law’s protection

Because the work

force is not homogeneous, scenes like these are becom-
ing more frequent:

Fostering Diversity
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A black female supervisor criticizes a white male subordinate for an
error he committed on the job, and he feeis she is throwing her weight
around. . . . Two female colleagues complain about the “bitchiness” of
their female supervisor (a term they would not use to describe a male
supervisor). . . . A newly hired gay professional feels excluded when two
of his heterosexual colleagues do not invite him to lunch. . . . A white
supervisor is reluctant to challenge a Hispanic employee for not com-
pleting his work on time. ... An African American male is criticized
for being tardy for several consecutive days and feels that he is being
singled out because of his race.

These instances involve perceptions and are not easy matters to resolve.
They require great sensitivity and understanding. Some managers think that
complying with affirmative action requirements is the end of their responsi-
bility. Managers hire gualified minority and female applicants and then ,
place the burden on these new staff members to make the necessary adjust- i
ments. But simply placing people of diverse backgrounds together does not
necessarily create a positive, culturally rich work atmosphere. Employees g
naturally tend to cluster with people like themselves and with whom they
feel comfortable. This can produce cuitaral misunderstandings and feelings
of prejudice in other staff members. Moreover, as a result of the changing
work force, managers find themselves dealing not just with diversity but
with unassimilated diversity. People with different cultural backgrounds
should not be expected to automaticaily assimilate.”* Affirmative action is i
therefore a necessary, but not sufficient, means of addressing diversity. 1

To move beyond affirmative action, organizations need to manage diver-
sity in 2 way that achieves the same productivity and quality from a hetero-
geneous workforce as from a formerly homogeneous workforce.” This
should not require compromising standards nor even deny upward mobility -
to those who demonstrate merit, Rather, competence must count more than
ever as each member of the organization is encouraged to perform at his or”
her fullest potential. The emphasis must be on creating an organizational
climate in which all members of the staff are stimutated to do their best work.

Fostering diversity is not a single program for preventing discriminatios-
Rather, it is a process for developing an environment that works for df”
employees.” It involves a holistic approach of creating a cooperative enve
ronment in which all kinds of people can reach their full potential in purst#
of organizational objectives.* To take advantage of a heterogeneous WO .
force, effective managers can take such proactive measures as the following”

Establish a baseline of data regarding the mumber of women and miﬂ‘)
ties in your organization. This “snapshot” is an essential first step against
which future progress toward meeting affirmative action requirement <l
be assessed. Many government contracts stipulate that the organization ﬂ?}’s’;
take affirmative action as a condition of receiving funds, and the bﬂs?ifng"
provides evidence that efforts are being made to hire women and minort
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Humanizing the Organization

Establish guidelines and goals to belp managers promote competent
minorities and women (e.g., “Increase qualified women in upper level posi-
tons from 5% to 20% within the next three years”). Evaluate individual
masagers on their assigning high-potential minorities and women to pivotal
jobs that could lead to upward mobility.

Develap policies to increase the gender diversity of the workforce. Some
organizations provide for maternity, disability, and dependent care benefits.
They also provide part-time work, flexible work hours, job sharing, work-
at-home arrangements, paternity and maternity leaves.

Establish diversity awareness teams, beaded by senior staff, to encourage
progress for talented minorities and wowmen. They could, for example, initi-
ate mandatory gender and racial awareness training designed to identify
practices, procedures, and individual behaviors that work against minorities
and women,

Sponsor workplace celebrations of racial, gender, ethnic, and religious
differences. Schedule celebration of holidays that are special for different
religious and ethnic groups. Make sure all groups are represented, not just
major religious ones. Also, be aware that some staff may not wish to parti-
cipate in any religious holiday festivities.

Create a new paradigm that emphasizes learning perspective. Establish a
climate that encourages people to bring fresh ideas into the organization
based on their life experiences. For example, a mental health agency would
hire a former mental patient to provide services and to participate in discus-
sions of ways to reach persons with emotional problems. An organization
striving to reduce substance abuse in 2 community would hire g former sub-
stance abuser. An employment training program would seek the advice of for-
mer clients. Taking advantage of the insights and the skills of these persons
greatly enriches the effectiveness of these organizations. (Be aware, however,
that federal laws prohibit informing staff of a person’s former medical or
mental conditions. } :

Encoumge management staff o examine their assumptions and expecia-
tions regarding minority groups. Avoid putting persons in a second class
status by expecting less of them in the way of atiendance, punctuality, and
performance than other people on the staff.” Be careful, however, not 1o
establish unrealistically high or unarrainable objectives that set up staff for
failure. Selecting people to be in a position that they are not qualified for

only to meet diversity goals can be harmful both to the people involved and
the organization.?

Develop or expand summer intern programs with emphasis on minorities
and women, Establish recruiting contacts with minority and women’s orga-
nizations. Advertise in minority and cultural publications.

Conduct regular attitude surveys of the entire organization to determine
how and in what ways women and minorities experience prejudicial atti-

tudes. In exit interviews, include questions that determine whether discrimi-
-nation was a factor in decisions ro leave.
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of & to 10 people led, if possible, by a skilled
scussion and self-development, and encour-
age staff to candidly express experiences with prejudice in the organization.
Those who have concerns about their supervisors’ perceived, subtle, prejudi-
cial ardtudes may be more likely to communicate directly with facilitators
based on support and feedback trom the group. The result is that both staft
and managers can become more aware of their own biases where these exist.
. Assign a mentor to promusing persos who may be underrepresented in
upper level positions, such as minovities and women, to help them move up
the organizational ladder. Coaches should encourage those with whom they
are working to ask for help, especially if roadblocks are encountered.
These measures are not intended to give special advantages to underrep-
resented groups but to ensure chat those with talent have an opportunity to
get ahead. They are hased on the fundamental assumption that diversity 1s
now a reality in the worleplace requiring awareness, vigilance, and proactive
offorts so that all staff can achieve their potentiat and contribute fully to the

Establish “core groups”
facilitator to stimulate informal di

organization.

Mon-sexual Harassment

hat illegal hostile harassment or creating a
hostile environment need not necessarily have anything to do with sexual
advances or mnuendo, If a supervisor creates 2 hostile environment for an
employee, this may be considered harassment. If a female supervisor ireats
a male employee differently from the other female employees, then a court
¢ the employee. For example, a woman supervisor treats
artment by setting up unrealistic deadlines, of
iload than she would female employees. The

It is important to be aware

ruling could favo
man differentdy in her dep
assigning him a heavier wor
male employee may seek redress nt

basis that his supervisor created a hostile environment.
fawsuits in which the employee plainiff has

Rased on a review of
illegal harassment:™

prevailed, the following are examples of

Mimicking someone’s speech or accent
Imposing religious views on others

e Referring to a coworker by a derogatory name
ecting him or her 10 ridicule
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Humanizing the Organization

Dealing With Sexual Harassment

Although harassment can take different forms,

the most common
episodes involve sexual har

assment. In many organizations, sexual harass.
ment is grounds for disciplinary action, including dismissal, On the basis of
accusations made by clients, any overt sexual advances made by staff o
clients or pressuring of clients into sexual acts violate professiona) ethics and
compel termination hearings. Supervisors who use their position to make
demands for sex from subordinates abuse their power and should also be
ferminated.

At times, there can be ambiguity regarding what constituzes sexual harass-
ment. Coworkers can mutually agree ro engage in intimate relationships with-
out harassment being a factor. When mutuality is absent, however, and when
men and women have different perspectives about their relationships, per-
sonal and organizational turmoil can follow. For example, atthough some
employees may think thar sexual references or jokes are harmi
others believe these comments are offenstve. When an
her arm around another employee’s shoul
or a sexual overture? Is relling a person

€8s amusement,
employee puts his or
der, is it a sign of friendly affection
that she looks artractive a genuine
compliment or a subtle come-on? These Interactions between employees in
the workplace can he fraught with ambiguities, reflecting signs of friendship

or bordering on unwelcome advances. The courts have defined sexual harass-
ment on the job as,

any unwelcome sexually oriented behavior, demand, comment, or
physical contact, initiated by an individual at the workplace, that is a term
ot condition of employment, a basis for employment decisions, or that

interferes with the employee’s work or creates a hostile or offensive work-
ing environment,

Prohibited behaviors would include offensive sexual flirtation, continued
verbal abuse of a sexual nature, graphic verbal commentaries about an indi-
vidual’s behavior, offensive jokes, and social invitations accompanied by
discussion of employment conditions or evaluation. Same-sex harassment is
prohibited by Title VIT of the Givil Rights Act, and gender of the harasser and
the victim are irrelevant. Supervisors should be aware that the agency can be
held responsible if they knew or should have known of harassment of an
employee by coworkers. If a staff member complains about being sexually
harassed by a client, you should always take the complaint seriously and
eport it. Also, a person can be a vicrim even if not directly involved with the
harasser, If an employee can prove, for example, that he or she was passed
over for a promotion hecause the other candidate had a sexual refationship
with the supervisor, the employee could be a vietim of harassmeng. 3!

To prevent sexual harassment episodes from escalating to an il
hostile environment, effective managers can help empl

egal,
oyees use a variety of
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self-defense techniques. These techniques are designed to match the intensity
of the offense. Through role playing, employees can become comfortable in
asserting themselves to stop offensive behavior. For example, employees can
a5k offenders to refrain from engaging in mild forms of harassment: “Jack,
those cartoons on your wall are offensive to me. Would you please remove
them.” A second technique is to tel} the offender that the particular behav-
‘or is of concern: “Mary, your sex jokes are bothersome to me, and [ would
appreciate your stopping them.” Another approach is a warning that unless
che behavior discontinues, a complaint will be filed: “Bill, that gender slur is
unprofessional, and if you do it again [ will file a complaint against you.”
These various techniques are thus designed to help employees recognize
when harassment crosses the line and to take action against it.*

Shouid employees feel that they must communicate their concerns beyond

communicating with the offender, then agency management should consider

the following procedures:™

s Make it easy for an employee to register a complaint by establishing
clear, written policies and procedures describing how to file & com-
plaint, with whom, and in what form.

» Appoint an investigator from outside the department. This is especially

important when a supervisor is accused of harassment. Inform staff

that complaints may be registered with the human resources profes-
sional, the supervisor’s boss, or with top management.

Ensure that the accuser and the accused understand that false state-

ments can be grounds for discharge.

Make clear that the accuser cannot withdraw a complaint. Once 2

charge has been initiated, it must be investigated for the sake of the

employee and the protection of the agency.

e If a supervisor is accused of harassment, ensure that he or she under- .

stands that any form of retaliation will not be tolerated.

» Give the accused fair and objective consideration when obtaining his:

or her side of the story.
¢ Have witnesses sign statements.
in addition to these internal procedures, employees should be informed
that if they wish to pussue a legal remnedy outside the agency, they can con
ract their state discrimination agency or the federal Eq
Opportunity Commission. They need not have an attorne

but they may wish to speak with one who specializes in employment d

crimination. Usnder the Givil Rights Act of 1991, victims of sexual haras®
ment are entitled to punitive and compensatory damages for pain &
suffering as well as any lost pay.™

RBecause accusations of sexual harassment can be subjective, it 8
tant that protacols be observed so as not t0 reckléssly impugn the r€
of staff, In fact, the offender may not have ulterior motives and may
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Humanizing the Organization

aware that the remarks or behavior are offensive. Fach siruation must
be assessed on its own merits, with both parties having an OPportunity to
resolve their concerns in a confidential manner. Dialogue should occur
throughout the organization on possible misuses of POWer, misperceptions,

and insensitivities. The goal should be an armosphere in which staff operate
on a cordial, professional basis.

Dating Policies

Office romances sometimes occ

ur, and policies dealing with them have
to be carefully formulated. You d

O not want to convey to staff that you
plan to control their off-the-job activities. However, if such relationships

mterfere with job performance or create the possibility of a third-party
sexual harassment lawsuit, then an organization has the right to enforce a
“no dating™ policy. This can be particularly troublesome when a supervisos
is romantically involved with one of the employees and other emplovees
complain of favored treatment. Your response has to be fair and consis-
tent. You cannot fire an employee for dating the supervisor and then
let the supervisor off without consequence. If the romance is causing a
probiem, document it before taking action in order to deal with a poten-
tial lawsuit, 3

A “no dating” policy is difficult to enforce when coworkers are involved
with each other, The focus has to be on whether the romance affects job
behavior. For example, if coworkers are overtly romantic and this js causing
agency clients to be concerned, or if they are involved in a lovers’ quarre)

that affecrs their ability to communicate, these behaviors must be dealt with
directly.

Like ail living systems, organizations have a tendency to wind down over
time. Borrowing from the physical sciences, social systems theory uses the
term extropy to describe this tendency of organizations to move toward dis-
mtegration.’ To offset this natural tendency to de

be constantly infused with new ideas, new peop)
things, Otherwise, individuals and the organizatior as a whole stagnage.
Sometimes members of the Organization are not even aware of stagnation.,
Staff become entrenched and comfortable in performing the routines of the
Organization. Managers concentrate on preserving their position and power,
Supervisors become complacent about the quality of the work performed by
their staff. Successful organizations are especially prone to complacency
because everyone rests on the good feelings that come from having achieved
the organization’s goals. Like a tree in full bloom that is suffering from

cline, organizations must
¢, and new ways of doing

Addressing Complacency and Stagnation
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dry rot, a successful organization can look good from the outside while
experiencing inner decay.
dote to becoming stale on a personal level

As a manager, the anti
self-renewal and revitalization. Sometimes this requires changing your
ring data differently or experimenting with different

approaches to carrying out your acrivities. Sometimes the process of self-
lates you to ask such questions as these: “What have 1
hat [ can apply to this year’s goals?”

mvolves

courine, such as gathe

examination stimi

learned from the past year’s experience t
«How can I make a special impact on the organization and the people |

serve?” and “What skiifs do I need to truly improve my job performance?”

Sometimes seeking self-renewal by taking on a special assignment engen-
ders new ways of performing your usual activities. The change of pace pushes
you out of a rut. ‘The key to this effort is ¢hat the responsibility for seking
change rests within you. Self-renewal must be seen as an important personal
value that keeps you from retiring on the job.

Be cautious, however, in the quest for self-renewal. While personal
growth or new experiences may contribute to the work of the organization,
other efforts may be diversionary. Take, for example, the manager who
attends more than five or siX out-oé-town meetings each year. Is the prinary
purpose to use these meetings as a perquisite (“perk”™} to get out of town of
rruly to add value to che work of the local organization? Both the individual

and the organization need 0 scrutinize the self-renewal process to see if it

adds value.
Just as individuals must change and adapt, 50 100 must organizations.
Both profit and nonprofit organizations can 0 out of business if they do not
continually strive to be relevant to the changing needs of their customers and
clients. Adaptation, innovation, and experimentarion are ways that organi-
sations evolve to meet changing conditions.
How can an organization keep from becoming unresponsive and inflexi-
ble? It can hire dedicared, motivated staff. It can promote gualified, high
energy, enthusiastic, prudent risk takers, rather than tired, burng-out staf
fkeeping in mind seniority rules). It can foster cONSTLNCEvE competition
among various unirs. It can establish a special unit designed to create inno-
vative pilot projects without requiring the initial acceptance of other parts of
the organization. It can creat¢ & climate of calculated risk raking 10 which
faitures are accepted and even honored as “good tries.” It can seek partnel”
ships or joint ventures with other organizafions to racklie a new problem o

deal with an old one in a different way.
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Humanizing the Organization

idealism—their desire to help improve the lives of vulnerable people. They
expect that their organization will operate with integrity and high-mindedness,
Many have had professional education and are imbued with values that may
at times be in conflict with expedient measures taken by their organization.

When actions of the 0rganization’s management run counter to staif’s
professional values and expectations, the staff may become deflated, disil-
lusioned, and hostile. This is especially lkely to occur when management
makes decisions not so much to benefit clients but to make their own
jobs easier. Disgruntled staff become less invested in their work because
they have lost the caring spirit that originally attracted them to the
organization.

It is useful here to distinguish berween staff dissatisfaction and low
morale. Staff discontent and unhappiness can be based on a number of
ongoing concerns: low wages, periodic conflicts, difficulties in working with
clients with severe problems. This unbappiness usually results from cond;.
tions over which management has little control and is something to be
endured equally by all who work in the organization. People can live with
their unhappiness and stili try to do the best they can,

Low morale, however, is based on a sense of injustice, whether perceived
or real, Staff who think they are operating under mequitable conditions have
an increased disaffection and even distruse of

phere, expect staff productivity to decline.?’
It is not difficult to find examples of inequities. The following are a few
actual examples drawn from several human service organizations:

the organization. In this atmos-

© A staff committee goes ro management requesting flextime. After con-
siderable discussion, the management decides to provide this special arrange-
ment for the managers bur not counselors and support staff. The resuir:
bitterness, jealousy, and divisiveness.

¢ Eleven staff are terminated, and their clients are reassigned to other
already overburdened colleagues on the basis that a financial crisis needs to
be averted. A month later, top managers are given raises from $2,000 to
$5,000. The result: staff are bewildered and resentful ar an apparently decep-
tive approach used to curtail client services.

e Staff in one agency complain that thejr furniture is old and dilapidated.
They are told that no funds are available w buy new furniture. Several
months later, a manager buys a $700 desk. The result: an anonymous staff

memorandum s circulated throughout the organization detailing this
inequitable action, .

* Supervisors in one Organization use support staff to type term papers

for their children, pick up laundry, and bring in their lunches. Support staff
are referred to as “girls.” The resuit: staff feel expioited, and the organiza-
tion is shortchanged because of time tied up in non work-related tasks, 3
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s In an organization dealing with delinquents, a special unit is
established to provide intensive counseling to a caseload of no more than
30 juveniles. The sremaining staff have to pick up their additional cases,
bringing their caseloads to more than 200, The result: the overburdened staff
feels resentful and demoralized.

¢ Job changes are fairly common i the organization, but a supervisor
learns through the grapevine that she is being replaced by the director’s
longtime friend. The result: ramors of cronyism run rampant throughout
the agency, and staff wonder whether competency counts,

o Two supervisors in a juveniie delinquency prevention unit decide to go
into their own consulting business to deal with juvenile gangs. Staff become
aware that they are using agency time to conduct their business. The result:
staff are resentful about this conflict of interest and wonder if they should
use agency time to pursue theit own personal interests.

o Hoping to provide greater challenge to a select number of employees,
one agency establishes a pilot program that gives increased autonomy and
responsibility to the staff. No effort, however, is made to provide increased
pay to accompany the increased responsibilities, nor is there any explanation
given about whether increased pay would be forthcoming. The resuit: staff
feel that they are being exploited, and their productivity declines.

These examples have in common a lack of evenhandedness in organiza-
tional decisions. Inappropriately favoring some staff over others, providing
perquisites, treating staff unfairly, inappropriately discriminating, using agency
time to conduct personal business, and exploiting staff may or may not be
intentional. Either way, staff probably perceive that the organization i
operating with diminished integrity, and this affects their own attirudes
and professional performance. Because staff are acutely aware of possible

injustices, effective managers must be sensitive to staff’s perceptions of

unequal treatment while doing all they can to prevent inequitable decision
making.

Questions for Discussion

1. What values are explicitly expressed in writing by your orgapizatio®’

2. What values, though not written, are nevertheless obvious? How did
you learn about them?

(2

. . . . o ualies
Are there discrepancies between your organization’s expressed val :
. ‘ o

and actual practices? If there are, what do you think shouid be don

£ deal

4. What does your organization and your supervisor do to help staf
with stress?

S, Whar proc
Whar do ¥

6. Does your

agency pre
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Humanizing the Organization

5. What procedures, if any, does your agency have to foster diversity?

What do vou think of diversity education programs?

6. Does your agency have a policy on sexual harassment? Does your
agency provide procedures for dealing with ir?

Have you seen
mstances of harassment?

=i

Are you aware of inequities occurring in your organization? What

recommendations would you consider making to reflect equitable
treatment?
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Supervisiig ket
stmosphere, replacing it with an emphasis on reamwork. Managers could
excplain to staff, for example, why they must complere the monthly report-
ing forms ¢hat the top administration requires, and also work with the
administration to modify the report requirements so that staff can complete
the forms with greater ease. At times, some may lean toward advocating for
staff because most middle managers have moved up through the ranks and
cherefore naturally identify with their former peers. They may believe that 1o
custain staff loyalty they must be willing to advocate for staff concerns. Asa
cesult, managers may try to convince the administration to make changes
hased on the experiences of their staff.

Even if middle managers question a particular change made by top
sdministrators, after making cheir case, however, they are obligated to help
staff understand why the change is necessary and help them implement the
new arrangements. Hence middle managers are the ultimarte facilitators of
communications between different staff levels of an organization.

For new supervisors, the transition from staff to administration can be espe-
cially difficult. The new assignment requires giving up roles to which you have
become accustomed, learning new skills, and developing different attitudes.
Vou must shift from being involved with clients to vicariously experiencing
client progress through staff. You have to replace a narrow and limited per-
spective with one that is broad and organization-wide. You now have to think
about such issues as funding and deployment of staff resources. You have to
be willing to delegate and use power judiciously. The friendships you have had
with staff need ro become muted as you take on supervisory responsibilities.

Because middle managers themselves have to report o people above
them, it is important that they tune in to their bosses. It is essential that
middie managers determine their bosses’ strengths, work performance, and
values. This is the secret of “managing” the boss.® Middle mangers, however,
need to watch the natural tendency to be so invested in their own advancement
that they inordinately curry favor from administrative heads, even when they
deem it appropriate to challenge positions.

Sometimes departmental staff may want o bypass their OWn SUpPErvisors
to complain directly to their managers. Perhaps an immediate supervisor
has a personality conflict or a work style that causes problems with a staff
member. Under these circumstances, it is important to convey o employees
that they need to respect the chain of command and try to work out their
problems with their immediate supervisor. Simuitaneousty,. the supervisor
may need special coaching or training to build relationships with subordinates.
The goal is to avoid undermining the supervisor’s authority while working
to resolve problems.*

Because they are close to day-to-day operations, middle managers typically
have insights and creative ideas. Supervisors are in the best position to learn
from their staff about what is actuaily happening at the operational level and
therefore to make recommendations that are client friendly. Middle managers
are also able to communicate proposed changes across an organization.
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The Supervisor’'s Multiple Roles

During major changes, such as absorbing new programs cr working with
a new and different cohort of clients, supervisors can help find the right bal-
ance between moving too guickly and succumbing to natural staff resistance.
As problem solvers, they can figure out how to make the new situation work.
As middie managers, supervisors are in the best position to help the organi-
zation hold onto its core values and capabilities while simultaneonsly help-
ing to shift the organization in new strategic directions.’

Imagine being in a play where you are the only actor. First, you are the

mother, then the uncle, the hero, and finally the villain. Supervisors’ daily
performances are no less taxing. Each day, supervisors are called upon to play
multiple roles. Just as they must reconcile working with different parts of
the organization, so too must they reconcile major supervisory roles: coach,
judge, explorer, warrior, treasure hunter, media expert, and advocate,

Coach/Counselor. One of the most demanding roles 2 manager has is that of
coaching the staff. As a coach, a manager’s primary responsibility is to train
staff to attain the goals of both the organization and the unit. The coach must
recognize that each emplovee has a different array of strengths and weaknesses.
The manager/coach provides feedback to staff, encourages them to devise their
own plans for performance and improvement, and supports their growth. As
the situation demands, the coach may provide support and counseling or con-
front staff with the consequences of their behavior. Throughout all of these
activities, the coach conveys a combination of genuine concern for the
employee and an expectation that tasks be accomplished.®
Effective supervisors practice these coaching techniques:

e Actively listen to vour staff so that they know you truly understand
their ideas and concerns. Listening carefully enables you ro clarify any
misunderstandings.

o Help staff teflect on what 1 happening. In a coaching meeting, for
example, you might ask, “What do vou think happened and why?
What feedback did you receive? Why do you think your reaction was
different from others?”

o In helping staff to develop skills, start with those that are easy
master and proceed to those that are more difficult.

s Expect a cerrain amount of trial and error; if changes require several
different behaviors, work on the eastest ones firsi.

a Set intermediate objectives that lead to an ultimate objective. FOI
example, a staff member who needs to reduce conrrolling behavior
might be encouraged to hold back opinions ar meetings unril others
have had a chance to express their ideas.
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To-carry out this role, staff should be monitored through formal review
procedures (€-8- computerized data or evaluation sessions) of infortmal,
gt purposeful, direct contacts with staff. Closely linked to this judging role
“the ability to evaluate and then influence the distribution of resources.
v inCreases, promotions, of symbolic rewards are connected to employee
é;eséments. In this role of judge, a manager may also be called upon tw
Landle disturbances and resolve differences between staff or units of the
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~.Explorer. The manager frequently engages staff as parmers in searching
~orsolutions to problems. Involving employees in mutual problem soiving,
supervisors build the confidence and commitment of their staff. As a path-
finder, the supervisor seeks to wnderstand the basis of the problem but resists
~jumping prematurely to final answers, encouraging statf to search out con-
tructive options instead. By encouraging staff to develop their own ideas
nd communicasing the genuine belief that staff can develop creative solu-
ions, the supervisor fosters a commitment to exploration.’! Because com-
munication is so essential to discovering new paths, supervisors must seek
“out and disseminate information fo staff. They must develop a network of

ontacts both within and outside of the organization.”
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Competitor. As a person of action, the supervisor seeks higher performance
“devels. Decreasing levels of productivity galvanizes the supervisor o find
“ways to achieve better results by coaxing staff to do better. To be an effective
competitor, the supervisor must persevere in the face of obstacles. If certain
operations are inefficient or unproductive, the supervisor has to make the
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unit experiences a crisis, the supervisor-as-competitor has the temperament to
deal with it forthrightly and to prevail."?

Treasure Hunter. Fffective supervisors must be ever mindful that the orga-
nization’s survival depends on generating resources. Supervisors must devote
a considerable amount of their time hunting ways to bring new support for
cheir units. This could involve suggesting proposal ideas, identifying govern-
mental funding possibilities, or encouraging volunteers to lend their time o
projects. They must also work continuously to preserve the funding that they
have previously garnered.

Public Relations Ambassador. As middle managers of their organizations,
supervisors frequently have to obtain the support of the public for their pro-
grams. In turn, this need requires them to be knowledgeable about ways to
communicate their messages in a way that is easily understood.' Effective
supervisors know that working with the media involves

1. gaining access by developing newsworthy items that include sensation,
conflict, mystery, celebrity, deviance, and tragedy. A story about middle-aged
men teaching swimming at the YMCA is not news; a 92-year-old who rides
his motorbike to provide swimming instruction is news.

2. framing the issue so that it can be easily understood by the public.
Human service managers are well aware that their clients bring compiex and
interrelated problems. Supervisors recognize that the general public wants
quick solutions. But reducing teen pregnancy, helping battered women, or
assisting homeless persons to find independent living requires more than
memorable slogans. These and other complex issués call for educating the
public on factors that significantly contribute to the problem and using the
media to communicate the right messages and stories that the public can
relate to and understand.

Advocate. To produce change, human service managers may need to engage
in various forms of advocacy. Occasionally, management staff may need t©

‘be at the forefront of public controversy because this is one of the best ways

to get the media to report on an issue. As a result of controversy, the people’s
leve! of awareness is raised.’® Getting rid of alcohol advertisements on bil-
boards in the inner city, challenging the schoel system to do a better job of
educating students, and leading the effort to make agencies more cultarally
sensitive to the minority populations they serve all affect the lives of agency
clients and must be confronted and addressed by both business leaders and
policy makers,

These different roles are carried out by various levels of managerial staff. In
large organizations, executive managers may concentrate their energies outside
the organization—focusing on dealing with the legislature, communicating
with the media, and working with publicly elected officials. At the supervisory
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Supervising Staff

e

fevel, middle managers ensure that staff are carrying out their role properly,
e that clients are flowing through the system, check that referrals are being
pade properly, and that assignments are followed up. In smaller agencies,
managers must continually juggle various roles, often simultaneousiy.

Handling Multiple Roles

Fach of these roles must be handled judiciously and not be carried to
such an extreme that it interferes or becomes incompatible with the other
roles.” For example, supesvisors should not be so focused on the encourag-
ing and supportive functions of the coaching role that they are unable to ful-
fill the roles of objective judge and distributor of resources. When sorting out
problems, the explorer role is appropriate, but when dealing with a crisis,
2 supervisor may need to become a competitor, able to implement intrepid
decisions.

These different roles are sometimes incompatible because every supervisor
has both strengths and limitations. Some are good at being evaiuative, while
others prefer to be supportive. It is important to assume the proper role as
circumstances warrant. The inabilicy to fire an incompetent bookkeeper
whose error costs the agency $30,000 reflects a reluctance to carry out the
major and necessary supervisory role of judge called for by the situation.

Supervisors need to understand these different roles, assess their own abil-
ity to carry them out, and obtain guidance where they need help. This coun-
sel could be obtained either from a formal training program or, more likely,
through a mentoring process in which a manager has an opportunity to asso-
ciate with a role model from within or outside the organization. Handling
vartous and complex roles is difficult; seeking guidance is not a sign of
weakness but demonstrates true commitment fo addressing concerns.

Although managers can do much to enhance their own productivity and
job satisfaction, the organizations they work for must also be sensitive o the
level of satisfaction that supervisors are deriving from their jobs. Admini-
strators need to support supervisors who work with staff that provide direct
service to the public. The following specific steps can be taken:

o Increasing the autonomy of managers so that they can have greater
control and influence over their job tasks

e Increasing salary benefits, professional development, and opportunities
for growth for all staff

¢ Providing adeguate organization resources, inciuding adequate support
staff and professional backup staff

¢ Providing an organizational climate that visibly displays respect for
direct services and supervisory staff

Clearly, the job satisfaction of supervisors plays an important role in a
productive organization.' Agency administrators can enhance their sensttivity
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elegating Assignments

to line supervisors by periedically spend:ng time in direct contact with those
who provide direct service.

If managing is the art of getting things done through working with
others, then delegating is the process of giving staff assignments to complete.
Delegation is no simple matter, however, it requires considerable planning
and follow-through.

Both supervisors and staff can resist delegation. Some managers do not
delegate because they fear that their subordinates may upstage them. These
managers have an inordinate need to reap fuil credit. They may fear losing
control, do not want to take the time to guide the process, prefer doing the
assignment themselves {even when they are pressed for time), or perhaps-do
not want to invest in developing their subordinates. These problems reside
in the delegator. On the other side, staff may resist responsibility because
they lack the necessary experience or training, are overloaded with worlk, or
are poorly organized.

These problems must be addressed if staff are to grow in their capabilities
and if the work is to get done. By developing staff, effective managers
increase the organization’s flexibility. Also, by shifting responsibilities from
one level of the organization to another, supervisors can free up staff to take
on new assignments and expand their skiils.

Of course, it is not desirable to delegate every task. Some responsibilities
are simply too complicated, confidential, or controversial to pass along.
Some tasks require such advanced rechnical knowledge and judgment that
they cannot be easily delegated. And some are so sensitive, such as handling
budget information or disciplining staff; that delegation may be inadvisable.

Therefore the issuc of “when to delegate” is clearly a delicate one. Delega-
tion must be used judiciously and with careful consideration of the follow-
ing criteria;

o Select the right people. Delegate according to realistic assessments of
strengths, limitations, and task preferences.”

e Ensure that assighments are fair and realistic by maintaining continu-
ous communication with staff.

» Distinguish between delegating and dumping. If the assignment is bor-
ing, unpleasant, or exceedingly difficult, you could potentially cause 1
will to. give it to someone else. The best reason to delegate is because
the delegatee can do the job better, and the assignment has the poten-
tial to spark interest and stimulate growth,*

o Make the assignments clear. Staff must understand what the organiza-
tion expects of them. They should have a clearly spelled out work plan
complete with deadlines.”’
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Delegate tasks to the lowest possible level at which they can be
performed satisfactorily to make the most efficient use of Organiza-
rional resources.”” Resist making a decision that your staff could make
just as easily—even though it might be different than yours—if the
result is likely to be a positive ane.

State the constraints (if any) within which staff must operate——for
example, a2 budgetary constraint: ,

Determine criteria for selecting employees to take responsibilities on
the basis of who can best do the job, who can use time most produc-
tively, who wants more responsibility, and who would experience the
most professional growth.

Give staff a voice in the assignment. The delegation process should
be a dialogue, not a monologue.” Being sensitive to staff preferences
is more likely to ensure their completing assignments. Giving staff the
opportunity to plan the project can make them feel accountable for
irs outcome.

Determine how thoroughly staff undersrand the task and, based on that
understanding, communicate all necessary knowledge to assist them in
completing it. Provide specific instructions about whar the result should
be, and clarify the limits of the employee’s responsibility. Anticipate
where problems are likely 1o occur, such as requests for more funding
or more staff to carry out the assignment, and establish ground rules for
what resources are available (or not) to carry out the project.

Convey your expectation that if staff encounter problems, they should
consider one or more solutions before coming to you: This communi-
cates your confidence that they can work hard to resolve problems
and will not become unduly dependent upon you as their ultimate
problem solver. Some supervisors subscribe to the parachate principle
of, “You pack it, you jump with it.” On their own, peopie are forced
to think like entrepreneurs and to implement the assignment without
interference. _

Recognize that a fine line exists berween no interference and lack
of guidance. Occasionally, everyone needs some guidance and some
support.” Alerting staff to potential problems is a necessary part of
delegating as well as communicating where problems might arise.
Make yourself available in the event they encounter particularly diffi-
cult challenges. Find the right balancing point between letung staff
work out their problems and interceding when vexing problems arise.
Grant authority to get the task done. Responsibility withour authority
never works. You may have to give your imprimatur to the employee
who is carrying our the assignment so that others are aware of your
backing, '

The following is an example of a conversation ir which a supervisor 1is
effectively delegating an assignment to a staff member:
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Maria: Ann, [ am pleased that in our last two sessions together you have
come in with good ideas about managing your new responsibili-
ties. I'm also delighted that you are willing to meet the challenge
of increasing the number of outreach contacts to women of child-
bearing age. We have agreed that, within the next four months,
your unit will reach a minimum of 350 women.

Ann:  As we agreed, | am planning fo hire two outreach staff, and I will
be developing a reporting form within two weeks.

Maria: You have this assignment well under control. Can we meéet every
Tuesday, say at 10:00, to discuss any problems and your proposed
alternatives? Do you have any questions about this assignment? If
not, I'll send you a memo outlining our mutual decisions about

this assignment.

Given that managers who delegate assignments are ultimately responsible
for the work of those under them, it is vitally important to maintain controk
without limiting the freedom of staff to think and act. If you have made assign-
ments clear and have murually determined outcomes, then tracking progress
should be fairly easy. Moreover, if you have spelled out a method of feedback,
including a reporting schedule and checkpoints, then you help enstre proper
control of the project. On the one hand, you do not want to “micromanage”
the project or overindulge your own aeed for information and data. On the
other hand, you must not assume oo passive a role so that needed informa-
fion comes too late to take corrective action. You must clarify that staff must
tell you about any unexpected developments, delays, or problems.

Supervisors should be aware that even when staff members demonstzate
they can manage a situation on their own, they should not be abandoned to
figure out how to deal with discouragement that may be part of the process.
Not working with people as they encounter major challenges couid poten-
rially set them up for failure. Hence tracking people to determine appropri-
ate times for providing guidance is essential X

If done well, delegation can release a powerful force that may be fatent
within staff. Through their new-found sease of challenge and freedom, staff

may invest as never before.

Applying Motivational

Theories to Improve Performance

Several theories can help explain what motivates people to work produe
tively. If supervisors are famitiar with them, these theories can be helpful
in improving job performance.”’ It is probably accurate to state that no one
theory can be used exclusively to explain how best to motivate work
performance. It may be more usefut in working with staff to use an eclectic
approach that draws upon several motivational theories.
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Maslow’s Need Hierarchy

Maslow’s Need Hierarchy theory postulates that individuals are motivated
to satisfy the following needs: {a} physiological, (b} safety, (c} social, (d) esteerm,
and (e} self-actualization. The concepr that an individual must fulfill the
basic needs before a higher need is intuitively appealing, though not neces-
sarify confirmed by empirical studies.” The value of the theory is that, for
highty skilfed professionals, self-acrualization plays a significant role in moti-
vating behavior—assuming that the other more basic needs have been satis.
fied.* Effective managers therefore strive to provide projects and activities
that car: enrich professional growth.

McGregor’s Theory X and Theory Y

According to McGregor’s Theory, two different assumptions may influ-
ence work behavior. Theory X assumes that unless managers are controlling
and directive, staff tend to be passive and disinvested. Thus managerial tasks
are to persuade, reward, and punish. Theory Y is based on the managerial
assumption that staff are not basically passive or resistant but capable of and
enthusiastic about assuming responsibility. Hence the managerial task is
to engage staff in taking responsibility and initiative for thejr work perfor-
mance. Most forward-looking organizations prefer Theory Y.3

McClelland’s Need for Achievement Theory

McClelland’s theory atrempts to explain how employees differ in their
desire for self-fulfillment. Some have a great need ro achieve entrepreneurial
success by accomplishing tasks and even keep score by how much money
they make. They tend to be independent, high-risk takers. Others in the
organization may have a strong need for affiliation—social refationships are
more important to them than feelings of accomplishment. Still others have a
scrong need for power and control over others. McClelland’s theory high-
lights the importance of matching individual needs to job roles. For example,
achievernent-oriented employees require extraordinary challenges and special
recognition for success to sustain their work motivation.®

Vroom’s Expectancy Theory -

Vroom postulated that motivation is influenced by the individual’s
perception that better performance means greater rewards. Further, these
rewards must hold value to the individual. The theory states that various
ocutcomes are important to different employees. Levels of performance
should be challenging, yet attainable, and the reward system should be
accurate, prompr, visible, and significant.™
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Herzberg’s Hygiene-Motivator Theory

Herzberg’s model is based on two frameworks that influence job behavior,
The first involves hygiene {external) factors—supervision, salary, working
conditions, job security, status, and fringe benefits. They are called “hygiene”
factors because they represent preventive or maintenance needs. Their
impact on motivation js minimal, but if absent, staff can become dissatisfied.
The second framework involves motivasional {intrinsic) factors and includes
the actual wark, growth, and responsibility. These are conditions that
directly influence motivation. Unsatisfying work factors will also lead to gen-
eral dissatisfaction but are not solely responsible for motivational loss.”

Empirical research conducted since Herzberg’s theory was formulated has
shown that certain external factors can indeed motivate behavior. Increases
in pay, for example, do affect motivation.” The significance of the theory,
however, is that it focuses attention on the importance of making the work
itself more meaningful and more interesting. Job enrichment is viewed as a
major motivator for employee behavior.”

These motivational theories offer helpful guidelines in working with staff:

e Expect staff to be genuinely motivated to do a good job. Assume they
want to succeed and perform well-—if they operate in an atmosphere
that helps them succeed.

e Staff are more likely to be motivated toward those goals and objectives
that are meaningful to them. The more they can participate in estab-
lishing their own goals and performance standards, the more likely
they can carry them out.

s Staff should know what is expected of them. They need to understand
how the organization in general, and their supervisors in particular,
determine that a job is well done. Through expectations, staff gain
clarity about the challenges they must meet.

o Staff are motivated in individual and unique ways. They all have dif-
ferent needs—status, affiliation, a sense of accomplishment, financial

rewards, and praise. Therefore, it is important to tune in to their indi-
vidual motivations o find out what they want, and if reasonabie, do
your best to help them achieve it.

Chapter 1 discussed aspects of effective management.and good leadership,
which are qualities that could be applied to front-line supervisors. After all,
they are on the firing line with their staff. These supervisors, however, als0
have the unigue responsibility of dealing one-on-one with staff, To bring out
the best in each employee, supervisors must focus on enhancing their super
visory relationships, providing constructive criticism in a non-threatening
way, and clearly conveying expectations.
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Enhancing the Supervisory Relationship

Féfective supervisors follow the guidelines presented in the following
paragraphs to help foster positive and productive relationships with staff.

Set and/for identify positive examples for others to follow. This enthusiasm
and dedication can be contagious. Staff are keenly aware of whether the
supervisor is committed to the wark or is merely filling in time. The process
of providing positive examples, sometimes known as reflective modeling, is
based on setting a work ethic that employees can emulate. Give recognition
to those who follow your example. Furthermore, communicate respect to
your staff and colleagues, de-emphasize your own personal goals and indi-
vidual recognition in the spirit of being a team player, and take on some of
the less desirable assignments to convey that all employees have to pitch in,*®

Sometimes, other staff convey behaviors and performance that you would
like to see emulated. This is the process of identifying and praising the best
behavior patterns in your organization. In industry, the terms “benchmark-
ing” has come to mean finding the best practices and emulating them. In
effect, you are identifying individual performance as benchmarks. By prais-
ing those individuals whe ser high standards, you convey a strong message
of what is important.”’ Be cautious, however, of focusing praise on only one
or two people, so that an impression of favoritism does not develop.

Take time to know staff. Good supervisors meet with their staff both
formally and informally on a regular basis. They take time to find out if staff
are satisfied with their jobs and what gives them feelings of achievement.
Strive to understand what staff are going through, either because you have
been on the firing line like them, or because you have invested ir finding out
what staff is traly experiencing. If staff sense your empathy for them, they
come fo see you as responsive o their concerns.” _

Give clear instructions. Supervisors need to convey specifically what needs
to be done, within what time period, and what factors constitute success on
a particular project.

“Sell” rather than “tell.” To gain the enthusiastic support of staff, super-
visors’ requests should be accompanied by an explanation of potential
benefits for the staff, the unit, or the organization as a whole. The staff
should be persuaded, not ordered. In this sense, people are not managed, but
rather they are led by capitalizing on their strengths and knowledge.”

Faster a collaborative spirit. Ger used tosaying, “We are on the same team,

'so when things go well, we share the credit and when problems occur, we

work together to resolve them.” Some organizations foster this spirit by refer-
ring to their staff as associates, not subordinates. This term conveys a respect
for the knowledge and expertise that the staff member brings to the position.*®

Draw the line between supervision and therapy. Being a good listener and
being empathetic are important, as long as the focus remains on improving
setvice to clienrs. An effective supervisor acknowledges, but does not take
responsibility for, personal problems of the staff. If personal problems are
interfering with job performance and are disruptive to other employees,
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supervisors must take action, such as referring the employee to a counseling
agency or an employee assistance prograrm.

Engage staff in problem solving. Good supervisors actively seek ideas
and suggestions from staff to improve productivity. They understand, for
example, that direct service staff can probably make helpful suggestions on
how best to handie client complaints.*' Convey that when a problem occurs,
or when a mistake is made, everyone can learn from the experience, grow

from it, and then move on,

Providing Constructive Criticism

One of the major responsibilities supervisors have is pointing out to staff
when their performarce is not measuring up to standards. It is rempting to
confront staff with what they are doing wrong, but people do not easily
change their behavior on the basis of explicit criticism. Sentences that begin
with, “Do vou realize that . . .,” “You have a problem with .. .,” or “What
you are doing is unacceptable . . .” evoke defensive reactions rather than help
staff improve performance. Unfortunately, some supervisors derive great per-
sonal satisfaction from putting staff down and being insensitive to their feel-
ings and concerns. Such a self-serving attitude does little to change behavior
but it does much to foster resentment and resistance. Certainly, the supervi-
sor does have an obligation to engage staff in improving their performance.
The best way to provide constructive criticism is to observe the following:

s Criticism can best be rolerated within a trusting reladionship. If the refa-
tionship is based on mutual respect, then your staff will know that you
can accept mistakes, that criticism is not equated with failure, and that
you expect people to learn from their mistakes and grow professionally.

s Provide feedback. ghat'is descriptive and specific rather than evaluative
and vague. For example, instead of saying, “You have a reputation for
being rude with other staff,” you might point out specific instances
when the staff member behaved inappropriately with coworkers. By
being specific, you allow your subordinate to consider whether a

- destructive pattern Is emerging.

» Concentrate on behavior the staff member can change. There is little
value in criticizing abilities or behavior patterns over which staff have
no control. It only increases their frustration and heightens-insecurities
about shortcomings.

s Use the “sandwich technique” to convey constructive criticism. Soften
the impact of criticism by sandwiching it between appreciation for
good work. Find a reason to acknowledge the positive contribution
before expressing a concern. After expressing criticism, indicate that
the employee may make an even greater contribution once the concernt
is corrected. {Be mindful, however, that if this approach is used repeat-
edly and indiscriminately, it can have a ring of nsincerity.)*
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o Time rhe criticism to be most effective. Usually, you should meet with

the staff member as soon as possible after a given behavior occurs.
Sometimes, however, you may decide to delay discussion to permir a
cooling-off period. You might say, for example, “Our emotions are
running high at the moment. Let’s rake a day to mull it over and then
review it.”

Strive to understand what may be affecting poor performance. Could
it be feelings of resentment for not having been promoted, fear of break
up with a significant other, or an inordinate amount of stress on the
job? Without turning the supervisory session into therapy, you could
try to understand the problem so that staff can get back on track.* Be
carefuf, however, about misinterpreting staff’s motivation or intentions
in the absence of dialogue because this can create resentment and

- distrust. It is the height of arrogance to assume that you know why a

person said or did something. This may be a difficulc suggestion to
follow, particularly for those in the helping profession who spend their
waking moments thinking about causes of behavior, but it can help
you communicate more openly with your staff,

Be aware that sentences that begin with “You should . . .7 immediately
cause staff to become defensive. For example, statements like “You
shouldn’ be so intolerant of your client’s behavior,” or “You shouid
complete your assignments on time” may cause staff to feel they rust
defend their positions and deny the problem is theirs. Try, “1 would
suggest that . . .” as an alternanve.

Consider statements thar convey how the staff’s behavior affects you
and the organization. You might say, for example, “When you do not
complete your assignments on time, then I cannot be in a position to
assist vou™ or “When you are intolerant of clients, this reflects badly
on the organization, which is working to provide the best pessible
services to those who need them.” You are challenging the behavior
but in such a way as to reduce the employee’s need to defend and
Justify it. '

Avoiding Supervision Mistakes

There are some things that you should avoid in coaching your staff:

Do not over control your staff, for this conveys little trust in them. By
micro-managing your employees you deny them the opportunity to
grow and develop.

Do not set your employees up for failure by assigning them projects
they may not be qualified to handle. Overestimatng staff’s experience
and abilities and then letting them fiounder leads to poor performance.
Do rniot play with the eruth. Even the smallest of lies can affect your
credibility, Staff must be able to trust your integrity.
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» Do not play favorites. If your staff thinks that you are not objective or
that you value some more than others, they lose the team spirit you are
trving to engender. Also, do not select some staff as your confidants.
The word will get oux.

e Do not encourage cliques to operate within the work setting. Yes, you
can accept that after work, some staff gravitate to their friends. Cliques
within the work setting, however, tend to exclude others, thus fostering
anger and resentment.

» Do not create an environment where there is only one way to do
things. Tdentify the unique perspective and skiils of each of your staft
and build on those.¥

By avoiding these pitfalls you are more likely to ensure a positive work
atmosphere.

Conveying Expectations

With so much emphasis on participation, decision making, and the need’
for diplomacy in conveying eriticism, the reader might easily be misled to
believe that supervisors should avoid making demands on staff. Some super-
visors may be reluctant to push for growth, to make tough demands on their
staff, and to request higher levels of performance. In fact, they may be ask-
ing too little from staff, out of fear of either inviting rejection or causing
resistance. For some, a relaxed, congenial atmosphere with jow expectations
is a way to keep worl life pleasant and anxiety-free. It is certainly not
conducive to creating productive organizations, however.

To counteract complacency, supervisors must convey their expectations.
The best way to approach this is to identify an urgent problem, one where it
is imperative to obtain results. Is there a shortfall in the number of foster
homes? Are staff conducting fewer interviews this month as compared with
the last? These are questions that cry out for action, that demand urgently
needed improvements. Supervisors, as leaders of their teams, have a respon-
sibility to mobilize their staff to face tough, often frustrating challenges.
Although sometimes it may be necessary to protect staff, at other times you
may want to keep people in a productive growth mode even it causes some
anxiety.* When holding discussions with staff, it is the supervisor’s respon-
sibility to communicate and agree upon expectations about the tasks at
hand. In a climate of identifying and successfully meeting specific objectives,
staff can expand their horizons to identify other issues and problems requir-
ing their attention.”’

The culture and climate of the organization may be such that staff tend to
cover up problems with “persistent positiveness.”* People try to be positive
even though they are aware that issues exist, and they look to top manage-
ment to take responsibility that they themselves should be handhing. The
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consequence of this poor communicatios, of feigning positive thinking, is that
saff do not take the opportunity to explore how their own actions may
contribute to the problem. For example, employees may not be completing
their record keeping on time, but they deny that this is a problem. When they
feel pressured at the end of the month or quarter, they attribute the problem
o management’s not giving them sufficient time. Good communication
could result in exploring why staff do not want to take the time to take on
the arduous task of writing, Both management and staff have to admit
together, in frank discussion, that a problem exists and needs o be addressed.

Poor performance could also be the resuit of poor communication between
management and staff. If managers’ expectations are vague and employees
have to guess at what they are supposed to be doing, then their performance
is likely to suffer, Clarifying expectations is not simply a matter of serting
formal performance standards and measuring accomplishments. It requires
extensive and continuous collaboration between management and staff to
elicit staff ideas on reasonabie performance expectations. The following six-
part, mutual interaction process can help the supervisor convey expectations
and monitor staff progress:

1. Determine what the staff member is capable of achieving.
2. Decide whether the staff person’s abilities are sutficient to the task.
3. Define the work that must be performed.

Communicate the assignment.

Assess whether the performance matches ability.

Identify, where necessary, why the performance was inadequate.

Supervisors must convey their expectations because staff who understand
precisely how they must perform tend to work better than those who do not.
Managers should continually reinforce expectations in formal evaluations
and in writing.

Management by expectations is a two-way street. Managers should not
only convey expectations to staff but also understand what staff expect of
them. By doing so, managers gain insights into what they need to do o
improve overall performance. One interesting approach to obtaining staff
feedback is called the “upward performance appraisal.”® Flere, managers
provide employees with an anonymous questionnaire asking for ratings on
managerial performance in such key areas as communication, team building,
motivation, suitability of assignments, and support. In a climate of mumal
trust and respect, personal discussions focusing on such questions as, “What
am | doing that helps you with your work? What am I doing that hampers
you?” can be enlightening.”™ On the manager’s part, this requires a great
deal of personal security and an ability to react positively to constructive
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criticism. Being open to ideas from staff brings new insights into improving
productivity and helps managers develop closer relationships with their statf.

Human service organizazions depend on volunteers to carry out important
functions, and effective managers know that they must give special ateention
to attracting volunteers, work (o retain their initial enthusiasm, and prevent
them from drifting away. Because they are not being paid for their work,
volunteers must find inherent satisfaction from their efforts, and they must
be carefully nurtured if they are to continue to invest in the organization.

Volunteer involvement with agencies is changing from an emphasis on
ongoing programs (o more of a focus on short term projects. Accordingly,
effective managers are making adjustments in the way they are organizing
volunteer work. In the past, many volunteers were stay-at-home mothers ot
retirees who were loyal to one organization; they volunteered to work in pro-
grams that required reguiar attendance and ongoing dedication. Examples
would be Big Brothers or ongoing turoring programs. To continue to attract
these kinds of volunteers, managers must recruit carefully and invest heavily
in extensive training.

Currently, many volunteers are more oriented to short term projects.
Their lives are so packed with obligations and-plans that they cannot com-
mit large amounts of time to volunteering. They are interested in having their
work organized so that they have a beginning and ending date and specific
outcomes. Bringing ln accountants to volunteer to improve the agency’s
accounting system or having a church group take on a painting project are
examples. These volunteers want a clear understanding of how many hours
they have to devote, and they want to have flexibility. As a result of this
change, effective managers must organize work with specific obiectives in
mind and identify specific tasks that volunteers can carry out.”

The foliowing shouid be kept in mind to make the best use of volunteers:

1. Make sure volunteers find a good match in the organization. Find out
why volunteers are interested in your organization, the kind of work they are
interested in doing, the skills they bring to the organization, and their ame
commitment. Based on this information you would then tailor volunteer
roles that interest them. Be sure 0 lister to what they want-—and what they
do not want--to do, even if they have skills in a particular area. A retired

accountant may prefer volunteering with children over helping in the
accounting department.

2. Help the volunteers feel connected to the organization by making clear
how their activities contribute to the organization’s mission and goa

For example, asking volunteers to organize a letter campaign on day care
legislation would be much more meaningful if the volunteers understand the
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significance of the legislation and how it will impact the community’s
children. Ask them to be ambassadors in the community to tell the good
news of the agency’s work.

3. Develop meaningfu! relationships with volunteers. Learn the names of
regularly scheduled volunteers. Personally welcome them to the agency. Ask
their opinions at special sessions and meet periodically with a selected group
t0 obtain their ideas. They become even more committed if they sense they
rraly matter to the agency’s managers.*”

4. Provide social opportunities for volunteers to become acquainted with
others in the organization, including other volunteers, staff, and board
members. Opportunities to socialize are an important aspect in making the
volunteer look forward to coming to the agency.

5. Identify tasks that meet both volunteers’ and the agency’s needs.
Volunteers will accept a certain amount of menial work if they can have
other activities that are satisfying. Getting out a fundraising mailing is more
easily tolerated if volunteers can participate in fundraising strategy meetings.
If they can learn and develop themselves, they will feel enriched and want to
continue participating.

6. Make sure that you are well organized and prepared to make good use
of volunteers’ time. Nothing can be more frustrating than for volunteers to
show up eager to contribute only to have to sit around waiting for an assign-
ment. Provide an orientation with written materials covering job descrip-
tions, expectations, duties, confidentiality, safety, major policies-and where
to seek assistance,

7. Determine the most meaningful form of recognition. It could be an
appreciation note to the volunteer’s employer, a listing in a program, a cer-
tificate, or a newsletter article. A few will not want to be publicly recognized,
but most will.*”®

Volunteers can be a valuable resource for the organization, but they must
be carefully nurtured and developed.

1. You have just received word from top management that because of
managed care you must reduce staff counseling time. The agency does not
have sufficient funding to continue providing counseling sessions beyond
those authorized by managed care. How would you work with staff to
reduce average client sessions from 20 to 62

2. If you have been motivated by a supervisor, what do you think he
or she did? If you haven't been motivated, what could the supervisor have
done differently?

Questions for Discussion
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MNotes

3. How would you handle a resistant staff member who did not want

to take on an assignment?

4. Normally your agency encourages a highly participative style in which
staff come together to make decisions affecting the agency. Typically, scaff
participate in committees or let cheir views be known in staff meetings. Now
the organization is faced with a crisis that it has never experienced before—a
25% reduction in funding and the likelihood that 20% of the staff must be
taid off. Should the staff be involved in determining the criteria for who stays
and who goes? What actions, if any, could staff rake o soften the layoffs?

5. Ms. Headstrong acknowledges that she is a strong-willed person and
this is reflected in her supervisory style. In fact, her leadership vision and
track record of getring things done has catapuited her to being the director
of the agency. But now she has come to the staff saving that the organization
must develop a housing program for homeless persons. In the statf meeting
she says, “I know I have been somewhat domineering in the past, but [ rec-
ognize that for this project to be successful, I will need your support and
cooperation.” She has asked you to prepare suggestions on how this—and
future projects—can be implemented with your enthusiastic participation.
What are your suggestions?

6. In your organization, what different roles does your supervisor play?

7. In your organization, what situations have required Supervisors to
serve as intermediaries?

8§ Which motivation theory makes most sense to you? Discuss your
choice.

9. How are tasks delegated in your organization? Is the delegation
process similar to or different from the one described in the text?

10. What has been your experience in having a supervisor critique your
work or convey high expectations?

11. How have volunteers been supervised in your agency? How would
you suggest the agency develop or expand a volunteer program?
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ffective managers in hurnan service orgamzations, like their counterparts
. in profit-making enterprises, use performance appraisals as a means
of accomplishing several objectives. Appraisals are an important means
of connecring staff performance to the organization’s mission and goais.
They are helpful in focusing on areas requiring staff improvement and
training. They contribute to decisions requiring disciplinary action or
termination. They also provide feedback on performance that could result
in salary increases or staff promotions.’ It is difficult o imagine any
effective organization not conducting performance appraisals of its staff.
Because appraisals can have such a profound impact on staff performance,
effective managers must periodically review the appraisal content and
process to determine their usefulness and relevance to both staff and the

organization.

Because no universal appraisal format exists, each organization must

develop a customized method to meet its special needs and circumstances.

In establishing or revising a particular performance syster, consider the..

following questions:

» Does it reflect organizational values and goals?

» Does it apply qualitative or quantitative standards, or both?

o Is it used, primarily for analyzing performance or for such other put-
poses as salary determination, promotions, reassignments, disciplinary

action, or layoffs?
s Are the performance standards acceprable to directors, supervisors.

and staff?
s Is the method user-friendly?
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e Is it both reliable {i.e., consistent over time and across the entire
organization) and valid (i.e., does it actually measure what it is intended
to measure}?

s Is it likely to motivate appropriate behavior?

Human service organizations face the continuous problem of whether to
focus on behaviors {activities) or outcomes {results). Ideally, effective managers
should focus on outcomes; in reality, these can be difficult to measure and can
be conraminated by forces outside of staff’s control. Frequently, organizations
devise evaluation methods that review both behaviors and results.

Organizations typically use one or more of the following appraisal meth-
ods: graphic rating scales, critical incidents, behaviorally anchored rating
scales, and management by objectives.

Graphic Rating Scale

The graphic rating scale appraisal method is used more frequently in
evaluating performance than others, Organizations select those key charac-
teristics—for example, initiative, creativity, job knowledge, dependability,
cooperation, reliability, perseverance, and adaptability—that are identified
as being most relevant to accomplishing their overall mission and goals.”

Ratings can be discrete, such as “outstanding,” “good,” “acceptable,” or
“unacceptable,” or they can be scaled along a continuum from 1 {poor} to 10
(outstanding}. Often scores are given without precise definitions, so that eval-
uators are able to rate resuits based on their own subiective interpretations.
Sometimes, organizations define each characteristic. For exampie, the char-
acteristic “rakes inifiative” might be defined as “carries out assignments with
minimum instruction; willing to take risks and experiment with new ideas.”

The advantage of graphic rating scales is their convenience and simplic-
ity. i numerical values are given, they can be easily scored and are subject

EEI

- to statistical computations. Fach employee can be scored against all others.

The disadvantages include selecting inappropriate characteristics, incorrectly
scaling them, and giving the illusion of precision when in reality the numbers
reflect subjective opinions.”

Behaviorally Anchored Rating Scale (BARS)

The bebaviorally anchored rating scale {BARS) is similar to the graphic rat-
ing scale, except that BARS is quite specific in defining behaviors. Fach point
along an evaluation continuum is defined in behavioral terms. For example,
if one of the behaviors is “relationship to clients,” then the rating of “excellent”
is defined as “always responding appropriately and being helpful to clients.”
The rating of “poor” is defined as “acting with hostility and rejection toward
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clients.” The organization determines how it defines “excellent,” “competent,”

and “poor” for each of the qualities being evaluated.* Each organization selects

those characteristics it considers crucial, such as a commitment o tasks,

response o supervision, communication skilis, initative, and analytic ability.
For example, a manager might use the following criteria for evalpating an
s g &

employee’s “knowledge of iob™:

e Ouistanding: Has exceptionally thorough knowledge abour all facets of
the job and its relationship 1o other jobs. Greatly exceeds job standards.

s Good: Has above-average knowledge about most aspects of the job;
requires only limited supervision on complex tasks. Exceeds job
standards.

e Average: Knows the necessary elements of the job to meet the require-
ments of the job; requires periodic supervision. Meets job standards,

s Poor: Knowledge of job is limited; needs additional training or expert-
ence in several phases; makes frequent mistakes and requires close

supervision. Below job standards.

The advantage of BARS is that it recuces bias among evaluators because
the ratings are related to behaviors established by the organization. Evalu-
ators are still influenced by their subjective impressions, although presum-
ably this subjectivity is reduced by their having specific bebavioral definitions.
Of course, the organization must devote considerable time and effort to

developing a customized seale.

Critical Incidents

Critical incidents are descriptions by supervisors or other qualified
observers of staff behaviors that are especially effective or ineffective. After
the various accounts aré recorded and studied, a group rates them on a scale
in relation to contributions ro the organization. Tn reality, few human service
organizations go o the rrouble of idenrifying a large number of ¢ritical incl-
dents 1o form a scale. Instead, supervisors use this approach to record inci-
dents of behavior that reflect a pattern. For example, the evaluator might
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note that a scaff member met 12 times with various units o develop a work-
able referral system, or the evaluator would observe that “uncooperative-
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Management by Objectives (MBO)

Recall that in Chapter 4 organizational objectives were developed to hold
the organization accountable for results. This same approach, usually referred
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t0 as management by objectives (MBO}, can be used to guide individual staff
performance and accountability. Preferably, individual performance objectives
and their standards should be mutually developed by staff and their super-
visors so that both have a clear idea of how the staff can work to achieve the
organization’s mission and goals. The advantage of MBO is its flexibility
and adaptability in responding to different agency sitsations and individeal
staff circumstances over time.

Before evaluating individual employees, the organization should define
those key results (or goals) it wants to accomplish for the coming vear, such
as providing information, increasing revenue, developing an XYZ system,
recruiting foster parents, reaniting families, and serving X number of clients.
Typically, individual objectives are then linked to selected key results. They
can include both normal work expectations and innovations or special areas
of improvement. Key results in a human service unit within a public housing
authority, for example, could include increasing referrals to ancillary services,
mobilizing community resources, counseling individuals, and preparing
1eports.

Artached to each key result would be specific performance objectives thar
staff are expected to accomplish annually to achieve results. For example,
connected with the key result “increasing referrals to ancillary services”
would be the following individual staff objectives:

¢ Make an average of 20 referrals each month
e Ensure that clients connect with a referral organization 60% of the
time

Similarly, connected with the key result “preparing reports” would be the
following individual staff objectives:

e Complete reports on clients within an average of five working days
¢ Complete all administrative report requirements within the schedule
specified

Figure 11.1 iliustrates examples of management and staff cbjectives.

The previousty discussed objectives are illustrative; each organization and
each job category requires careful examination to determine which results
should be measured. Some organizations make a distinction between routine
and exceptional or innovative objectives. Routine objectives usually remain
the same from year to vear and reflect the ongoing work expected of staff.
Innovative objectives are set for new projects or programs to respond to new
circumstances. Also, some effective managers make a distinction in a given
job between the objectives established for experienced staff and novices.

To be useful, objectives should emerge from an interactive process in
which managers, supervisors, and staff collectively decide on them. For
example, in a children’s institution, if management and staff mutually deter-
mine that monitoring the distribution of medication is an important objective,
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Management Objectives
e Maintain an average program capacity of X consumers
e implement X program
s Cross-train X staff
» Develop X objectives for each staff person
s Write X granss for Y funding during the course of the year
s Administer customer satisfaction surveys
s Reduce deficit in X program by Y amount
e Provide documentation that illustrates X cooperative arrangements with other units
s Reduce cost per unit of client service by X%
s Reduce staff absenteism by X%
o Reduce staff grievances by X%
s |mplement a plan for promoting the organization
e Increase gross operating income by X%
o Complete the quarter with no more than X audit exceptions to all contracts.
Staff Objectives
» Conduct X group activity sessions
s Increase number of clients served by X%
= Match X volunteers with ¢lients
s Give X presentations during the course of the year
s Conduct X home visits
s Contact X service providers for progress reports each month
s Increase average starting wage of job program clients from X ta Y
+ Increase number of completed placements by X%
o Increase the number of clients completing the program from X% Lo Y% |
s Increase acceptances of recommendations by referral source from X% to Y%
i o |ncrease client satisfaction from X% to Y%

Figure 11.1  Examples of Management and Staff Objectives

le objectives for this activity. Because they

they would establish quantifiab
staff

created the process together (continually modifying ir, if necessary),

should deem it equitable. Staff involvement is essential because no appraisd

system is completely objective, and everyone must live with the results.

The following guidelines can help to develop performance objectives:

» Use an achievement-oriented action verb (examples: implements

complete, write).
o Specify a target date or time period for each objective.
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Appraising as

State objectives that are realistically attainable and yet challenge staff
to strerch theimselves.

Specify a single key result to be accomplished.

Include 2 process that requires supervisors and their staffs to mutually
agree on the objectives. ‘

Set objectives that are consistent with resources available, that provide
the best return on the investment of time and resources, and that are
clear and understandable to emplovees.

Be certain that your objectives reflect what you traly want to accom-
plish. If, for example, “increasing job placements” is a key result your
organization has selected, include in the objectives a performance
criterion to secure jobs for clients, not just get them job interviews.®
Prepare action plans that are sufficiently detaiied to provide clear
guidelines for staff behavior.

e Be prepared to renegotiate objectives if circumstances warrant,

e Record the objectives and periodically refer to them to assess

progress.”

Because of the possibility that objectives may be vague and ambiguous, it
is important to establish measurement indicators in advance. For example, if
management is concemed about the lack of cooperation between units, then
“enhancing cooperation” becomes a key result and would include such spe-
cific objectives as “conferring with other wnits before decisions are made,”
“holding joint meetings,” and “obtaining feedback from colleagues.”

Some organizations establish an elaborate point system to quantify how
people are performing. For example, foster home placement staff may earn
points for having returned children to their biological parents or arranging
for permanent placement within 2 designated time. Case mangers may be
given points based on the number of referrals they make and then bonus
points for the number of referrals that actually become client contacrs. By
quaniifying results, the organization can more systematically rank staff per-
formance. The organization, however, has to be confident that an objective
15 truly measurable and does not force staff into being so concerned about
achieving points that they ignore other important, but not easily measurable,
activities. .

Although MBO has the potential for distinguishing mediocre from out-
standing employees, it is understandabie that an organization may not want
to rely solely on it as a means of appraising performance because of inher-
ent measurement probiems. Are measurement indicators true reflections of
performance? What if an employee’s performance is dependent on factors
that may not be entirely controllable? These are questions that are often
raised about MBO appraisal programs and for which there may not be ready

answers.
Some organizations see value in combining 2 rating system that empha-

sizes such staff qualities as interpersonal relationships and knowledge with an

-
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Conducting an Appraisal Conference

MBO appraisal system that emphasizes achievement of results. This provides
an evaluation of both staff qualities and accomplishments. In addition, the
organization may wish to provide a rating of the contriburion the individunal
makes to the achievermnent of the department’s or the organizarion’s objectives
that is above and beyond the individual’s objectives. For example, a com-
bined performance appraisal might include the supervisor’s assessment of the
individual staff member's (1) personal attributes {e.g., job knowledge, inter-
personali relationships, work quality, analytical ability, initiative, and depend-
ability); (2} achtevemnent of individual objectives (e.g., make four agency visits
to become more familiar with community resources); and {3} assistance in
achieving department’s objectives (e.g., helping to achieve the department’s
objective of permanent placements of 90% of children).

Use of Narrative

Regardless of the specific appraisal method an organization uses to obtain
a more rounded assessment, it is also generally a good idea to encourage
supervisors and staff to engage in discussions about staff performance. These

- questions might help to facilitate such a dialogue:

o Whar has the empioyee done to improve performance since the last

evalaation?
e What performance areas should receive special attention in the year

ahead?
e What can the employee do to strengthen job performance?
¢ What are the employee’s highest priorities for the coming year?
» What career goals does the employee have?
s What additional training does the employee need to achieve these goals?
s Whar does the employee think the organization should do to improve?

By discussing these broader issues; staff have an opportunity to think

about and articulate how they can enhance their own professional growth

and contribute to the organization’s productivity. These observations by
g P 7

both the staff member and the supervisor should be written out and become.

part of the employee’s permanent record.

Prior to the appraisal conference, and even at the beginning of a stalf
member’s probationary period, the staff member should be given a copy of
the appraisal form that will be used to evaluate performance. In this w2y
employees know, long before the appraisal session, what the specific expec”
tations are regarding performance and what behavioral and attitudinal v

ities will be reviewed.
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Effective managers are aware that, regardless of the formart used to
evalnate staff, they must carefully prepare for appraisal conferences. They
must gather relevant information about performance and compare it with
objectives that have been established. Staff should be expected to come to the
appraisal conference with information documenting their achievements.
In addition, consider the following guidelines in conducting the appraisal
conference:

Connect the employee’s work to umit objectives and organizational values.
Fffective managers use the appraisal conference to transmit the values of the
organization and what it is trying to achieve. Staff should understand how
cheir efforts tie in with the mission of the organization and the objectives of
their department. They need to see how their individual efforts relare to the
agency’s mission. The measures that apply to the individual must fit wichin
the context of the unit.”

Conduct appraisals throughout the year. The end-of-year appraisal should
provide an opportunity for reviewing previous discussions. Continuous
appraisals are far better for changing behavior than a one-time, annual review
session that may contain surprises. The annual review should be used to sum
up performance, not shock the employee.” In fact, one of the best ways for
staff to grow and develop is for the supervisor to take advantage of teachable
moments. Immediately following a crisis, the supervisor would meet with
staff to discuss what went wrong and what the staff member needs to con-
sider doing if this, or a similar, situation were to occur again. It is wise to
establish intermediate objectives that can be measured within the next few
weeks or few months to determine whether progress has been made.” For
example, if tardiness is a problem, establish objectives that can be met within
the next month. In addition to conferences held throughout the year o deal
with special problems, it is desirable that formal appraisal conferences occur
at least twice annually to make certain that corrective measures are taken.

Determine desired outcomes in advance. Fffective managers prepare for
the interview by thinking through what they want to accomplish: What infor-
mation do you want to impart? What objectives for the coming year do you
want to see achieved? What skills do you want staff to develop and how will
they develop them? What steps are you prepared to take if the employee does
not agree with changing his or her performance? How is the employee likely
t0 react, and how might vou respond to that reaction? Always go into an
appraisal session with an agenda and be clear on what you want to achieve.

Foster mutual problem solving. Staff should be encouraged to take an
active role inn the discussion. The atmosphere during the appraisal conference
should be one of mutual problem solving. Before jumping to conclusions
about the cause of a problem, ask open-ended questions to elicit ideas from
the staff. For example, ask what the employee thinks is causing a downturn
in performance.’? Identify together what specific steps the staff member must
take to improve performance. For instance, if you have conveyed concern
about “lack of initiative,” mutually develop specific actions the employee
must take to foster more proactive work behavior,
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In most performance reviews, encourage employees to do most of the
talking. By asking open-ended questions that require thoughtful responses,
you encourage the staff member to fully engage m thinking through issues.
The following are examples of open-ended questions:

How would you describe your progress this past year?
Why do you think the problem is occurring?
What areas do you think need strengthening?

What concerns do vou have about accomplishing your goals and

objectives?

By actively listening, you comnvey respect for your staff’s ideas. Only after
you have heard what your staff has to say—fully and completely—would
you begin to express your own thoughts.' It is appropriate for a manager o
use the appraisal discussion to offer interpretations and judgments of the
employee’s performance. In this regard it'is important o usc “1 statements”
that are behaviorally specific. For example, instead of using the vague, judg-
mental term “You should be more responsible,” you might say nstead,
“Pd like you to take more time preparing for your group counseling sessions
each weel.”

Sometimes, staff use the appraisal interview to convey their concerns of
complaints about other staff members or about policies and procedures of
the organization that they perceive interfere with their work performance.
The best approach is to let the staff discuss their concerns and to consider
together what some options are to deal with the issue. Especially focus on
those aspects that impinge upon the staff member’s performance. Show your
understanding and your empathy, seek out as many faces as possible, avoid
snap decisions, and then determine together what steps might be taken.”

By the end of the session, supervisor and staff should develop an action
plan with clear objectives, specific targer dates, and plans for following
ap.!* By emphasizing shared problem solving, you help staff maintain their
sense of dignity and respect, thus reducing their defensiveness and making
them more responsive to your suggestions for growth and improvement.”’

Be aware of the following appraisal pitfalls that can creep into the

appraisal process:'®
1. The recency tendency focuses on the most recent performance rather
than on behavior during the entire rating period. '

2. ‘The halo effect is based on one characteristic or performance rather
than a complete view of the employee.

3. The average tendency results in supervisors assessing everyone roward

the average as a way of avoiding exceptional ratings they may have ©©

defend.
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The forced choice tendency occurs when supervisors feel they must
halance those staff given positive ratings with an equal number of staff
given negative ones, whether deserved or not.

¢ The inflation tendency occurs when supervisors give all their staff
indiscriminately high ratings.

provide meaningful feedback. Discussions about how an employee’s per-
sonality characteristics negatively affect performance are usually not helpful
hecause they are loaded with value judgments, probably make the employee
feel defensive, and hardly ever result in personality change. The emphasis
should be on improper behavior that affects the employee’s performance.

The best feedback is clear and descriptive, not vague and judgmental.
Back up general statements with concrete examples that illustrate thematic
concerns. These descriptions, “Does not take sufficient mitiative” or “Fails
vo follow agency procedures™ are t00 vague, but “Needed constant supervi-
sion during X project™ or “On three occasions, reports were submitied after
the deadline” clearly define the problem. Set up a file folder for each statf
member, and throughout the year when episodes occur, record information
on special achievements or failures or evaluative comments made by other
professionals. These data provide specific backup to general observations.

Put major points of the appraisal in writing. It is especially important to
write out objectives for the following year, any changes in duties and expec-
tations, and observations that refate to performance. Note particularly
agreements and disagreements you as supervisor have with the staff member.
Writing out these ideas greatly reduces misunderstandings later.

Some managers are especially uncomfortable abour criticizing their sub-
ordinates, cicher verbally or in writing. Their written record of underper-
forming employees contains instead only positive or neutral observations.
Then when the employee’s performance deteriorates to the point where the
person must-be terminated, the supervisor belatedly writes up observations
that had never been fully shared with the staff member. This process can
surely backfire in court proceedings. It is therefore important to ensure that
the written appraisal contains objective statements about performance and
chat employees are aware of everything that goes into their files.”’

Mutually determine staff priovities. This is important if the supervisor
or the organization wants to augment a staff member’s responsibilities.
Determine which assignments can be postponed if staff are overloaded. The
appraisal conference offers the opportunity to assess how to balance multiple
assignments.

Be positive and constructive, not negative and punitive. Be especially
watchful regarding the way you express criticism; staff generally think they
are performing at their best level. Convey, when it is meaningful to do so,
improvements that staff are making or the positive results they are achieving
as a prelude to constructive criticism. Be aware, however, that the “good
news-bad news” approach can itself become ritualistic. Depending on the
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Compensating Work

person, you may want to vary the pattern, The important thing is that staff
are more amenable to criticism when you can genuinely recognize their
positive attributes in the context of cridcism. _

The appraisal conference should provide a positive opportunity to assess
past performance and future directions. Effective managers use the confer-
ence to provide a forward thrust, a sense that progress has been or can be
made, and an affirmation that employees have been contributing and wiil
continue to contribute positively to the goals of the organizadon. If staff
performance has improved following the appraisal conference, then positive
feedback—genuine and sincere praise—can be meaningful to your employee.
Reinforcing good performance helps sustain improvement.

fn almost every study that asks employees about what is important to them,
pay is at the top of the list. Pay and benefits ranked among the most impor-
cant rewards for employees in different job classifications—managers,
professionals, clerical staff, and hourly workers."® In human service organi-
zations, pay as a reward for work is certainly an important factor. Although
staff hold their jobs out of a deep sense of commitment and a desire to have
an impact on the lives of other people, managers know that it is a mistake
to take advantage of staff’s goodwill by compensating ther at a rate below
what they are worth. The work must be inherently interesting, but staff must
have extrinsic {pay) rewards as well. This section reviews various ways that
salary can be used to compensate staff for work: pay based on job, on skills,
and on performance. Because pay for performance is of particular interest to
managers, it is given special atrention. The importance of symbolic rewards

will also be discussed.

Job Classification System

Tn most human service organizations, the usual method of determining
pay level is to analyze the value of a job based upon such criteria as educa-
tion required, technical knowledge, degree of autonomy, and importance of
the job to the organization. A rating should be made for each factor, with
jobs ranked in a hierarchy. A job salary survey could be conducted by the
agency or by an outside organization to determing what other organizations
are paying for similarly rated jobs. On the basis of this analysis, administra-
tors can then develop pay ranges for job categories, which are then adj
for inflation and other market factors.”

Organizations using the job classification system pay gtaff withi at
established salary range, usuaily on the basis of seniority. Typically, 08

nizations bound by union agreement, or those that have difficuity #

usted-
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Appr

;T;easuring performance, cannot objec‘tively’ distinguish highly productive
from average employees. They are likely te base salaries on length of
ce in classified jobs. Employees are slotted into specific classifications,
i its own salary range. More experienced staff tend to be at the
midldle to upper range of their classification; newer, less experienced staff
tend to be at the lower end.

pay based on iob classification typically remunerates staff for their
lities, taking into consideration the relationship of a particular
job to others hoth within and outside the organization. The advantage of job
s that it is a useful way of maintaining equity, because the
relative value of the job can be established with some degree of objectiviry.*

Increases in pay are often made uniform and are mtended to keep
with cost-of-living increases. Thus, if inflation is running at 3%, then pay

paCC

 increases are likely to average abour the same. Consistency and equity are

halimarks of the job classification system, and the majority of staff are not
likely to express dissatisfaction. Under this system, those who demonstrate
outstanding performance may be promoted to supervisory positions.

Onpe of the problems with the job classification system is that pay
inequities can occur, Organizations may tend to reward seniority over merit
so that longsime workers receive more pay even if they are less productive
than their younger colleagues. Length of time on the job, not merit, becomes
a primary criterion for pay level.

Another problem is that staff receive significant increases in pay primaz-
ily through promotions. A highly skilled counselor may not receive much
more in. pay than one less skilled because of his or her classification; only by
moving up to supervisor can the counselor achieve a significant increase.
Movement up the hierarchy, with accompanying responsibilities and increased
compensation, is one way exemplary performance is rewarded.

By far the greatest problem associated with job classification systems is
that they do not emphasize outstanding achievements. If you know you will
receive 2 modest pay increase just by remaining on the job another year and
there are no other values operating to stimulate excellent performance, what
incentive is there for excelling in the job? High achievers can feel frustrated
because monetary rewards ultimately do not reflect their accompiishments.
In a few instances, agencies establish a two-track system so that highly
skifled staff may be eligible for pay equal to that of supervisors.

Some organizations establish a culture of high performance expectations
instead of relying upon financial incentives. They communicate to staff that
they are special people hired to do a speciat job. Staff are expected to be ded-
icated to their work and have a strong service commitment. In organizations
that are new, have charismatic leadership, promise future opportunities, or
provide intrinsically satisfying jobs, this value orientation can be a signifi-
cant incentive. Be mindful, however, of the inherent danger of relying on
charisma, promises, and cheerleading as means of dealing with the absence
of adequate financial compensation.
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Effective managers work especially hard in a job classificarion system to
g D ¥ ] 3
change staff mentality from that of “I'm owed it” to that of “I've earned it.”**

Skill-Based Pay System

Some otganizations base pay ranges on a hierarchy of the least skilled to
the most skilled. The skill-based evaluation system encourages staff to acquire
new skills through on-the-job training or. through special internal or external
training programs. Staff can move upward through the hierarchy and thereby
increase their pay based on increased talent rather than having to jump mto
a management position. Providing for growth in skills accompanied by pay
increases allows upward mobility in organizations rhat want to reduce
management hierarchy and maintain a flat structure. Staff grow within their
current positions rather than having to move up the organizational ladder.

In addition to increasing skills in a single specialty area or job classifica-
tion, some organizations provide opportunities to obtain skifls in a number
of different jobs across the organization. A secretary, for example, might be
encouraged to obtain bookkeeping skills. A public relations representative
may develop fundraising skiils through a process of cross-training. By

achieving these new skills, staff become more valuable to the organization.
They are then able to fill in when needed, and the organization benefits
further by having greater flexibility. Managers give increased pay to those
employees who develop a breadth of skills useful to the organization.
Many human service organizations do not necessarily reward staff for
obtaining new skills but expect them to grow on the job. Professional staff
who attend training conferences or agency-sponsored workshops for contm-
uing education credits do not receive extra pay because the organization
distinguishes this expected professional growth from that which is extra-
ordinary, demanding, and may require several years of specialized training..
"The latter is more likely to be financially rewarded. An example would be
increasing the pay of an employee who attains a master’s degree while maiih:
raining regular duties. ' _ _
One of the problems with a skill-based system is that some staff may
reach the top of their skill level and find themselves with no place to go after
several years in the sanie position. In addition, staff who obtain university
degrees or special technical training may become more marketable and*
decide to leave, thereby causing a bram drain on the organization. Despiee
these problems, an organization that emphasizes a skill-based system ¢
benefit from staff who seek constant upgrading of their rechnical skill Jevels

Pay for Performance (PFP)

Pay for performance (PTP) systems adjust the salary based on appr
of staff performance. Variations occur depending on the extent to which
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organization emphasizes rewards. Some organizations, for example, provide
across-the-board increases for union staff and PFP for nonunion manage-
ment staff.

The fundamental purpose of PFP systems is to reward staff for their expen-
dirare of effort, the quality of their work, and most importantly, the results
they achieve. It provides special motivation to work hard because staff know
that the highest financial rewards go to those whose performance is outstand-
ing.** Particularly for achievement-oriented staff, PFP provides that extra incen-
sive for them to function at their optimum level, whereas it conveys to
unproductive employees that they will receive little or no financial gain.

PFP permits management to reward staff whose performance contributes
«o the achievement of the organization’s goals and objectives, and helps staff
to focus on management priorities. Staff have an incentive to give attention to
activities {e.g., completing records) that may not be as appealing as others
they might choose (e.g., working with clienss). Financial incentives may
motivate staff to perform boring or routine administrative chores they might
otherwise delay.

Some organizations establish an elaborate point system based on well-
defined appraisal measurements that provide for a range of percentage
increases. These increases in pay are incorporated in the staff’s base salary.
An employee paid $30,000 who receives a 5% increase at the end of Year A
will have a base salary of $31,500 in Year B. Specific expectations are defined
for each position, and management makes weighted judgments based on
points assigned to each work category. In a vocational employment program
for disabled and disadvantaged persons, staff might be measured as shown in
Figure 11.2.

Note in Figure 11.2 the vocational employment agency has developed
objective and measurable standards to evaluate a vocational counselor.
These standards include number of clients served, number placed, wage
rates, and achievement of concrete objectives. A client satisfaction survey is
also incorporated. The point system can result in 6—7% salary increases.

As another illustration, a mental health organization establishes PFP for
its nonunion managerial staff, The executive staff establishes concrete objec-
tives in discussion with each of the managers. Together they determine
that staff performance is to be measured on the basis of achieving one of
two major performance ratings: standard or outstanding. To be eligible for
an outstanding performance rating, supervisory staff must meet superior
performance objectives. Staff who achieve standard performance receive a
3% increase; those few who achieve a superior performance rating (e.g., by
obtaining special funding or conducting two additional training programs)
can receive a 6% increase. These merit increases are applicable until the base
salary reaches the salary ceiling for thar particalar job classification.

Staff and management jointly develop measurable outcomes so that the
definition of success is clear to everyone in advance. A combination of objec-
tive and subjective measures is used, although the key to success is the
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achievement of resulss. Consequently, staff buy into the prospect of earning
a higher pay level based on their performance, and pay based on accom-
plishments uitimately becomes a highly regarded value ()f the organization’s
culrure. Staff also accept that management may exercise a certain amount of
judgment in their final decisions on salary increases.

Cautions About Pay for Performance

As increasingly more corporations develop PFP systems, volunteer business
leaders will be encouraging human service organizations to follow suit. This
pressure, along with the inherent appeal of rewarding outstanding perform-
ers and using pay as a primary motivator, may propel agencies to move pre-
maturely without considering all the ramifications. Several caveats should be
kept in mind, '

There is a natural tendency for siaff to overrate themselves and then
feel upset when they are not evaluated in the highest category.® If the PFP

-focuses primarily on merit, it could cause all but the superstars to have nega-

tive reactions. Studies show that most employees rate their performance in the
§0th percentile when they compare themselves with others in the organiza-
tion. Given the fact that an organization cannot pay everyone in the 8Cth
percentile, it is not surprising that many employees who work in organiza-
tjons that provide differential pay rewards feel they are underpaid relative to
their coworkers,**

One of the reasons employees tend to overrate themselves is because
supervisors may not provide candid performance evaluations. Not want-
ing to confront staff with their shortcomings, and concerned that their
assessments could have a direct impact on the pay of their subordinates,
some supervisors may tend to inflate their evaluations. Consequently, staff
develop unrealistic views of themselves and become dissatisfied with their
pay.?® Obviocusly, for PEP to succeed, employees must understand that they
would most likely fall in the middle range of pay increases, with only a few
receiving substantive increases. If objectives can be quantified, there is less
possibility that employees can overrate themselves; the numbers speak for
themselves.

A PEP program assumes that staff can hbave control over projected
achievements, but in reality they may be dependent on factors beyond their
control. There are few outcomes m human service organizations thar are not
subject to external variables.?® For example, in a juvenile justice program,
when probationers get jobs in a growing economy and stay out of jail, jve-
nile counselors understandably would want to take credit and be rewarded
financially for success. But when recidivism is high, in part because proba-
tioners cannot find jobs, then staff must operate under a disincentive of no
financial rewards. Staff would likely perceive the PFP as being unfair when
factors beyond their control influence outcomes negatively.
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PPP may not be flexible enough to respond to important changes. Staff
evaluations and pay in some agencies are based on meeting predetermined
objectives that, during the course of the year, may be pur aside for other
emerging prioricies. The remedy for this sicuation is a flexible PFP thar
permits both employee and supervisor {0 negotiate objectives to be calcu-
jated into the PFP system.

If PFP becomes a primary motivator, it could subvert other important
organizational values. 1f statf become psychologically consumed by the
pay reward system, their self-worth and motivation may be based almost
exclusively on this tangible measure. Consequently, monetary compensation
becomes the central driving force for performance and tends to overshadow
other desired values. Employees, for example, may become highly compexi-
tive and place their own interests over those of their ream or unit.”’ In some
instances, staff may be tempted to inflate client services because of the
pressure to increase their productivity numbers and be eligible for bonases.

Managers should take this caution seriously and work to keep PFP from
becoming the dominant motivator. They need to give continuous attention
to the importance of interpersonal relationships, job enrickment, and the
significance of providing high-quality service to consumers. Managers need
to carefuily monitor staff records o ensure that they are accurate. Pay incen-
tives cannot be a substitute for good employment practices; rather, they
should be used to reinforce positive worl behavior. PFP should be a

secondary, not a primary, method of influencing behavior.”*

Serious measuvement problems can affect PEP systems. In the private
sector, considerable evidence now exists that in most enterprises, merit pay
systems fail to create a close relationship berween pay and performance. As
a result, these systems fail to motivate employees. In large part, this failure
is due to the lack of credible, comprehensive measures of performance. By
defauit the decisions rely on the subjective judgment of managers. These
judgments are sometimes séen by subordinates as invalid, unfair, and dis-
criminatory. In the eyes of some employees, merit pay is a fiction, a myth that
managers try to perpetuate for the purpose of influencing behavior.” This
concern about measurement limitations in the private sector aceds to be
considered by managers in human service organizations. a

Objective measures, such as counting interviews or job placements, Can
appropriately be used in PFP. Organizations must give considerable thought
to measuring more subjective accoraplishments. This is especially true i
organizations that provide some type of counseling as their primary service.

It is difficult to measure the extent to which child-parent or marital rela- o

tionships improve on an aggregated caseload basis. It is also difficuit to mea-
sure the relative worth of various staff. Does the staff person who recruifs
the most volunteers deserve a merit increase over the accountant who conts

petently keeps the agency’s financial records?

As noted earlier in this chapter, methods of appraising staff may be

subject to supervisory bias. When presented with a scale ranging from
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“outstanding,” some supervisors tend to rate staff at the upper
end of the scale, others rate at the ‘]OWE'I' f:]ld..TO avoid skewed ratings, the
D.rganization could set strict guidelines for rating .staff»mfor exampie, only a
certain pErCENtage of staff are eligible for the highest pay increases. Even
ander this arrangement, however, it is possible thar the best member of the
worst group is given a higher pay increase than the worst member of the best
group- If this is likely, top management must take responsibility for oversee-
¢ totality of the PFP system to determine whether it is in fact identify-

A PFP system is no insurance for continued high performance. Qver time,
previous pay. increases based on high performance become a permanent part
of the base pay and are paid in perpetuity. But last year’s outstanding per-

formance gives no assurance that this year's will be equally outstanding.

Previous high performers may tend to coast. Of course, this criticism also
applies to job classification systems where seniority, rather than merit, is
buile into the base pay. At least the PFP system allows for limiting financial
rewards for those who do not perforny, even though they may have done so
in the past. The disadvantages of building salary increases into the base pay
under a PFP system could be mitigated through a one-time bonus system,
which is discussed in the next section.

PEP places a strain on supervisors and managers because it is time-
consuniing and emotionally demanding. Preparation of evaluation materials
can be challenging as both staff and management feel pressure 1o carefully doc-
ument performance and productivity. Evaluation takes on even greater signif-
icanice when increases {or decreases) depend on it. Staff would fikely want to
negotiate objectives and challenge those that their supervisors have established.

Moreover, staff may refuse to embark on a vital new activity during the
course of the year, fearing that it could jeopardize other previously estab-
lished objectives, Or staff may think that supervisors are not giving enough
weight to their current activities. These complications mean that supervisors
may need to invest themselves as never before in negotiating and renegotiat-
ng with their staff. This investment is not necessarily wrong and, in fact, may
be essential to fulfill the supervisory role properly; it s listed here as a caveat
to acknowledge that PFP can be quite a demanding challenge for supervisors.

In addition, supervisors must understand that if objective measures are
iimited, the PFP systemn thrusts them into a more judgmental role, which
could affect their usual role as coach and supporter. This may place strains
on the relationship with staff, who are well aware that their supervisors have
the power o determine whether they receive a $200 or a $1,200 pay increase.

Sufficient funds may not be available to fulfill PEP goals. The PFP system
may be appropriate when an organization has additional discretionary funds
or when staff salaries lag behind those paid for comparable positions in
other human service organizations. When funds are limited, or when long-
time, high-achieving staff reach the highest level of their salary scales, how-
ever, then PFP becomes more difficult to carry out. When there is only a
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finite amount of meney to distribute, such other demands on the pay system
as cost-of-living increases and maintaining salary competitiveness may have
to take precedence.’

One way to deal with these conflicting demands is to reduce across-
the-board pay increases based on the conviction that poor performers should
ceceive no or limited increases {or even layoffs), leaving additional funding
available for high performers. The culture of the orgamzation must clearly
support this conviction. When top performers reach the maximum of their
pay scales after several years of above-average increases, special arrange-
ments must be made so that they do not lose their incentive, such as provid-
ing them with a bonus that allows them to be paid above the maximum of
their classification.

Special organizational constraints may inbibit the development of PFP. In
sicuations where unions work out contractual arrangements, PFP may be
limited to managerial staff. In some instances, an organization may initiate
special negotiations with a union. Dealing with the board of trustees presents
another constraint. Many trustees appreciate improving productivity and
increasing efficiency but balk at giving incentive pay. They think this detracts
from the dedication of staff. Because board acceptance is usually required, it

is advisable that trustees participate along with management in developing a
PEP system.

The best advice for organizations considering PFP is to be prepared to
invest a maximum degree of managerial, staff, and board time. While much
can be learned from other organizations, each agency must go through irs
own intense process and prepare a customized program geared to its partic-
ular situation. At the very minimum, an incentive system can ony be effec-
tive if managers assure their staffs that the organization has a clearly defined

mission, long-range goals, carefully constructed objectives, good job designs,
a performance appraisal system that clearly demonstrates individual accom-
plishments, and sufficient funds to provide financial rewards.™

Bonuses

The advantage of bonuses is that they do not automaticaily become patt
of the base pay the following year. Organizations award them only under
special circumstances with no guarantee that they are to be repeated. One
way of designing a bonus system is to pay a flat rate to everyone in @ pa
ticular job category and then establish a merit bonus range and pool of
money to raise some individuals substantially above that jab rate. Fach yeatr
the systern would require new appraisals and open the total bonus-range t0
each individual, so that past performance gives no assurance of future tofal

pay or bonus.” _
Although bonuses are usually identified with profit-making organid”

tions, a number of human service organizations {especially those that do not:
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have unions or do not operate under civil service restrictions) have some
flexibility in providing bonuses. For example, a career counselor might
ceceive a bonus for placing an extraordinary number of clients in jobs.

A bonus sends a message that the salary an employee earns is based
serictly on demonstrated competencies and effort in the current job™ It
likely has more impact if it is given all at once; a lump sum of §500 has
greater significance than $10 payments spread over 50 weeks. Increasingly,
private sector companies are establishing bonus plans based on specific per-
formance goals.” With the expansion of performance contracting, some
wumarn service organizations establish a base salary and one-time bonuses
based on producing service units beyond a specified threshold.

Consider this variation on the use of a bonus that motivates staff to sus-
tain positive work behavior. Staff receive a bonus in recognition of the work
done in Year 1. Their base pay remains unchanged in Year 2, but at the begin-
ning of Year 3, the Year 1 bonus is added to their base rate. Hence there is
a one-year delay in increasing the base salary, although they are eligible for
another year-end bonus. Of course, staff who do not perform satisfactorily in
Year 2 do not have the bonus included in the following year’s base rate.

Although there are advantages to giving bonuses, they can create prob-
lems. In the absence of clear and acceptable criteria, if only a few staff are
awarded bonuses, the majority of staff who did not receive them may come
1o feel that a few privileged employees receive unwarranted, set-aside income
thar could have been spread throughout the staff. Perhaps for this reason,
some organizations treat bonuses confidentially, though in doing so, run the
risk of staff finding out anyway, thereby creating even more resentment.

Anorther potential problem is that if bonuses are perceived as a way an
agency’s administration can avoid paying adequate across-the-board annual
increases, staff may become resentful. Staff soon catch on that their base pay
rate is being manipulated. For example, instead of recetving a 4% increase,
most staff in a mid-sized agency receive a 2% increase and also become eligi-
ble for a 2% performance bonus, which most receive. The next year, how-
ever, their base pay is built only on the 2% increase, and they resent that their
base rate is not higher. Bonuses could paradoxically serve as a disincentive if
staff sense they are being manipulated. This underscores the importance of
mvesting considerable time with staff to clarify possible misinterpretations.

One additional concern: despite all the management disclaimers to the

- contrary, employees do expect bonuses to be repeated year after year. When

they are not, either because of lack of discretionary money or because some-
-one else is selecred for it, staff feel let down. If they feel that they worked just
a8 hard and were just as productive this year as previously, they may be
-offended by the “demotion.”

A bonus plan can best function if it is clearly understood by staff, is easy
to calculate, is based on definable results, involves staff in developing the
plan, and results in a feeling of fairness among staff.* The bonus plan must
operate within a context of trust between staff and management. It should
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be seen as an added incentive over and above an internalized commitment 1o

providing good service.

Unit- and Organization-Wide
Pay Plans (Gain-Sharing Plans)

Gain-sharing plans, which are being used more frequently in industry,
provide extra funding for particular staff if a unit within the organization
or the entire organization meets or exceeds its objectives. Occasionally, a
human service organization may find that it has a positive fund balance {sur-
plus) because of staff effort-to keep down expenses or raise income. The
extra proceeds are then distributed to the staff as a way of celebrating the
organization’s achievements. This special distribution might be especially
welcome if staff have gone one or two years without salary increases. Staff
receive this special compensation with the clear understanding that it is not
likely to occur annually.

Gain-sharing can stimulate staff to work harder and cooperate with
one another. It encourages staff to muake suggestions on improving eco-
nomies and to share ideas that can lead to more effective programs.”’
Tt worlks best in a climate of involvement among ail levels of staff.® Some
organizations encourage units to establish group obiectives, and if these are
met or exceeded, members of the unit receive funding. At a Veteran’s
Administration Hospital, for example, a unit decides to provide bus tickets
for clients instead of having them rely on special transport service, thereby
saving the VA thousands of doilars and earning the unit that suggested this
idea a group bonus.

In some organizations, one oOf MOTe uUnits may generate income above
and beyond the costs required to run the unit. By seiling the organization’s
products or services or raising new endowment funds, staff may feel that
they, and only they, should receive special financial rewards. This presents &
dilemma that some organizations handle by stipulating a certain Fselieliestit
income expectation; beyond that, memibers of the unit do receive rewards.
Other organizations, in keeping with their culture, never provide special
rewards based on the expectation that some units will produce ncomé
while others produce non-monetary beneficial resuits.

The Impact of Monetary Rewards

I the absence of empirical evidence, it is difficult to know unequivoc

staff who are self-starting, achievement oriented, and willing to put in extrd
time, monetary rewards are appealing. For those who want to leave at 3 :00
p.M., give a good day’s work, not over-invest, and be valued for their seniosity
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financial Incentives may not be significant motivators. What may be
satisfying and motivating to one person may he stressful and discouraging to
another.”

in some organizations, highly committed staff may claim they are not pri-
marily motivated by the money incentive, although they like receiving the
jump sum bonus. They strive for a good evaluation; for them money is a way
of keeping score and a gauge of how well they are doing. What may be most
important to committed staff is that they are paid fairly and are earning 2
competitive satary compared with others doing similar work.

Because research on the impact of using money as a reward for produc-
rivity is limited, organizations may need fo consider experimenting with their
compensation systems.” Using pay as an incentive requires thoughtful and
deliberate examination of its potential positive inpact on staff as well as its
possible pernicious consequences. .

The implication of this discussion is that financial rewards can work in
certain human service organizations where the cultural values are conducive
to it. Financial incentives can induce achievements where (a) staff have par-
ticipated in their creation, (b) staff accept the idea that they can be rewaraed
on a graduated basis, (c} increased effores can potentially be translated into
higher income for the organizaton, and (d) objective measurements can
distinguish staff performance. '

A pay incentive system should not be used for every organization. It
should not be undertaken if performance is difficult to measure in any objec-
tive way, if staff are likely to feel the payment system is unfair, if staff have
liited control over outcomes, or if financial constraints limit the amount of
money that is available.

Becanse the availability of funds is such an important factor it a PFP
system, it warrants special attention. In for-profit organizations, if employees
work harder, they presumably attract more customers, and consequently there
are more profits to be shared. But in human service organizations, staff do not
necessarily reap the rewards of hard work because “customers” often are not
able to pay the full cost of services. The erganization relies on third-party pay-
ments, usually in the form of public funds, msurance, and private donations.

Organizations receiving reimbursement from external funders that
require results as a condition for payment (performance contracting} may
find pay incentives to be a useful approach (see Chapter 12). Just as the
organization itself can be rewarded for achievements by its funder under a
performance contract, so too can those super-achievers be rewarded by the
organization. For example, if an organization is in the business of placing
low-income persons in jobs and its county department of human services
provides funding on the basis of the number placed in a given quarter, then
when the organization exceeds its goals and is funded at a higher amount, it
can pass this extra funding on to staff. Of course, the reverse can be true as
well: if the organization does not achieve its goals, then staff may have to
face a cut in pay.
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Symbolic Rewards

When an organization is committed to pay incentives but has only a
timited pool of funds to distribute, then the actual amounts high-performing
staff receive may be more symbolic than substantive. The pay difference
could amount to only $200, hardly enough o be felt over a period of
50 paychecks. Some would argue that such increases are too small to have
an impact on staff motivation, particularly given the potential of PFP to
damage the self-esteem of those who do not receive a pay increase at alt.*!

Rather than thinking of pay incentives as an “either-or” system, consider
their possible use on a continuuwm. For some organizations, rewarding a few
outstanding individuals on an occasional, ad hoc basis may make sense within
the context of a job classification system that provides most of the staff with
across-the-board raises. For other organizations, an ongoing bonus program
can provide lump sums to outstanding individuals without increasing base
salaries. Still other organizations can establish a formal pay incentive system
that applies to some, but not all, positions within the organization. Moreover,
some organizations may develop an appraisal system that combines the sub-
jective judgments of supervisors with the achievement of concrete, measurable
obiectives. Finally, some human service organizations could develop an elabo-
rate point system that qualifies everyone for PFP on a graduated basis. There
will no doubt continue to be considerable experimentation occurring i haman
service organizations. Effective managers must consider both positive and neg-
ative aspects of pay incentives before embarking on a course of action.

Because compensating staff for accomplishments may present special diffi-
cuities, human service organizations should consider other ways of reward-
ing staff for their performance. The values and the ethos of the organization
may require it to use nonfinancial or symbolic methods of influencing
employee behavior. Rewarding good performance increases the liketihood
that it will continue and provides long-term benefits for the organization.”

Because feelings about rewards can be highly subjective, it is important to
tune in to what is important to various staff. For instance, a “Worker of the
Meonth” award may motivate paraprofessional staff but may be napproprr-
ate for higher level program specialists in the same organization. Inviting staff
to a dinner with the boss may cause some staff 1o feel anxious, whereas others
may welcome it as a special opportunity.*

Of course, while employees’ wishes are important, the reward syster
must also consider the needs of the organization. For example, staff may
express a preference for iime off as a reward for a job well done. Bug because
oroductivity suffers when good people are given too much time off, staff and
management may need to agree upon other rewards.

Rewarding productive behavior need not wait for final achievements,

 such as the completion of a project. People need to feel that they are making
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Appraising and Compensating Performance
T
good progress toward achieving an objective. Celebrate milestones on
the journey toward the major goal.* When acknowledging staff progress,
observe more than just the superstars. There are plenty of people backstage—
accountants, receptionists, support staff—whose daily acts are worthy of
praise. Your attitude should be one of “let’s catch people doing something
ﬁghi%s it is an unfortinate part of workday experiences that peaple receive
trtle acknowledgment for doing a good job. Informal, ongoing pat-on-

* ¢he-back expressions of appreciation can be done regularly and are always

welcome.
Some orgapizations establish a “complimentary interview” procedure

in which the employee receives formal commendation for superior perfor-
mance.*® Other organizations encourage the practice of sending thank-you
notes. An especially good newsletrer, an outstanding report, or the delivery of
services under trying circumstances are the kind of events that warrant writ-
ten notes of acknowledgment. Many organizations provide an annual awards
program that acknowledges staff in various units for their work. Effective
managers make these formal ceremonies a priority in their busy schedules to
recognize those staff who have made special contributions. Whether struc-
wred or informal, if the appreciation is sincere and based on noteworthy
achievement, then you cannot err by giving too much praise.

To avoid the monotony of providing rewards on a routine basis, consider
altering the pattern by spontaneously and intermittently proffering symbolic
rewards—taking a staff member to lunch, buying a small gift of apprecia-
tion, acknowledging their good performance to their peers in the next staff
meeting. When staff are truly surprised by thanks, they appreciate it all the
more.” _

Sometimes, unfortunately, a meaningful acknowledgment practice dies
out because of the lack of commitment to continuing it. Too many offices
have half-filled Employee of the Month plaques adorning the walls because
new administrations discontinued the practice.

One way to provide staff with formal public acknowledgment is to have
them make a presentation of their work to the board of trustees or to public
officials. Providing them with this audience allows them to gain recognition

~in the community because it broadens the circle of significant people who are

aware of what they have done. Giving staff this opportunity assumes they

“have the confidence and communication skills to make a good presentation.
f they do not, it could backfire.

Here are some other ways to recognize performance:*

¢ An important assignment

* A celebratory party for a department’s accomplishment

¢ A gift certificate for merchandise

* Modest financial rewards {e.g., $50)

* Anp article about their accomplishments in the organization’s newsletter
* A status symbol, such as a new title or a special parking spot
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Questions for Discussion

s Assignment to serve as acting head of a unit in the supervisor’s
termporary absence

¢ Opportunity to attend workshops and conferences

e A memo to your own boss citing vour subordinate’s accomplishment

e A move to a more prestigious office

» Appointment as chair of a special project

s An informal breakfast with the Executive Director and one or more
staff members who have done something special

o Encouragement of coworkers o post congratulatory notes on a “thank
vou” bulletin board to acknowledge helpful deeds

» Provision of a “personal touch,” such as bringing flowers from your
garden or homemade cookies, which conveys special personalized
apprecianion

e Staff invitation to an unportant meeting

The issue of non-monetary rewards may seem to be a self-evident one, but
unforfunately many organizations fail to regularly give any appreciation to
staff for the work they do. Effective managers in highly productive organi-
zations give considerable attention to this issue. As Peters and Waterman
indicate in their study of profit-making organizations, “We were struck by
the wealth of non-monetary incenrives used by excellent companies. Nothing
is more powerful than positive reinforcement. Everybody uses it. But top
performers, almost alone, use it extensively,”* Through explicit acknowl-
edgment of successful performance, you reinforce the notion that staff are
winners and, in alf likelihood, this wiil enhance their sense of self-worth and
encourage continued high performance.

1. What kind of éppzaisal form (graphic rating scale, behaviorally
anchored rating scale, critical incident report, or management by objectives)
does your agency use? How would you modify it?

2. What has been vour experience with appraisal conferences? What
have you found to be most {or least) helpful?

3. How would you conduct an appraisal interview of a seaff member
who has been with the agency for two years and who does a generally good
job but who rarely completes reports on time?

4. What compensation system is used in your agency—ioh classification,
skill based, pay for performance, bonus and/or gain sharing? What do you
see as the advantages or disadvantages of your organization’s systen.?

. _ o
5. Would you recommend pay for performance in your organizatiol?
Unider what circumstances would it work?
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6. Do you think bonuses would benefit your organization? How could
they be set up?

7 In what non-monetary ways does your organization communicate its
appreciation for staff accomplishments? What more couid be done?
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Enhancing Agency
Survivability

Chapter 12: Managing Agency Finances
Chapter 13: Strategic Resource Development |
Chapter 14: Strategic Resource Development I
Chapter 15: Preparing Effective Proposals
Chapter 16: Secking Funding

In this part you will learn how to

# Prepare a budget

% Monitor income and expenses

+ Determine managerial budget decisions based on variances
+ Consider a variety of cost-cutting measures

+ Develop specific approaches to resource development, including writing a case statement,
preparing an anneal fund drive, working on a capital campaign, soliciting major gifts,
raising funds from corporations, mounting a planned giving campaign, conducting special
events, using the Interner to raise funds, and developing a business plan

« Write an effective funding proposal
+ Review criteria that funders use to evaluate proposals

, % Seek funding from foundations and government agencies




Managing Agency
Finances

No matter how well you perform your non-financial managerial responsibil-
ities, if the “money is funny” and if the budget is off kilter, you are heading
for trouble. In a turbulent economic environment, human service managers
must develop a keen understanding of the budgeting process to manage their
resaurces more effectively. This chapter reviews the budgering process to help
you provide better managerial oversight and gain managerial mastery over
agency finances, Subsequent chapters focus on ways to increase revenues.

A budget is a plan for anticipating income and expenses to achieve
specific objectives within a certain time period. To mount an effective bud-
geting process, you need to consider past financial experiences, be aware
of current information about organizational programs, and identify future
assumptions. Budgets guide vou in implementing policies, allow you to
determine the organization’s financial health, give direction for acquiring
and using resouzces, anticipate operational expenses and the income needed to
pay for those expenses, and offer ways to control spending to avoid deficits.” A
financial plan should be integrated into the overall strategic planning process
undertaken by the organization.? '

The budgeting process should involve the perspectives, priorities, and
needs of several constituencies: the board of trustees, staff, donors, clients,
and public officials. Budgeting is also an ongoing process; data are continu-
ously being gathered and analyzed, and projections and assumptions are
continually being revised. New information can lead to budget changes.

Human service agencies use several different budgeting formats to reflect
projected income and expenses. These formats are not mutually exclusive
and can be combined in various ways. The most commonly used budget
formats are line ftem, performance, program, support services {administra-
tive), operating, incremental, and zero-based. In addition, it is important to
understand the categories capital budgeting and cash flow budgeting 10 be
discussed subsequently.

Understanding the Budgeting Process

225
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The line-item budget is widely used in both pubiic and voluntary human
service agencies because of its simplicity in reporting. It allows for manage-
rial oversight for the agency’s overall income and expenses, but does not
attempt to distinguish income and expenses relared to specific programs.
Nor does it provide sufficient information about how various programs age
faring in relation to the intended objectives.

Performance budgeting relates agency expenses to program units of
service.’ For example, if the total program cost for counseling services for a
fiscal year is $200,000, and the agency provides 5,000 counseling hours,
then the cost per counseling unit hour is $40. Performance budgeting pro-
vides an understanding of the productivity and efficiency of a human service
program. Calculating an agency’s cost per unit of service helps an adminis-
trator better understand and control costs.

Program {outcome} budgeting systems require dividing the total cost for
the fiscal year by the number of outcomes to achieve a cost per out-
come.* For example, if the total cost for a homemakers’ services program for
the fiscal year is $50,000, and the agency maintains that 100 clients are able
to remain in their own homes as'a result of the program, then the cost per

client outcome is $500. Through program budgeting, an agency can trans-
late increases and decreases in agency funding to increases and decreases in
its ability to impact the lives of clients. Many agencies strive to achieve out-
come performance measures, but these are difficult to develop, and report-
ing performance outcomes continues to be an elusive goal. As noted in
Chapter 3 on designing prograims, some OULCOMES are long-term and not
necessarily compatible with an annual budget timeline.’

The support service (administrative) budget involves expenditures required
to administer agency services or to conduct fundraising activities for the entire
organization. The operating budget is a composite of the program budger and
the support services budget. The budget model shown in Table 12.1 reflects
a4 combination of line item, program, and operating budgets.

Most of the organization’s expenses should be related to
services. The agency’s funders want assurance that by far the greater portion

of the budget is devoted to programs rather t

operating budget of the Hypothetical Agency Ine. ©

amount, $358,700 is devoted to support SErvices,

prograim

otals $1,176,600. Of this
which represents 30.3 %

of the totat budget ($358,700 + $1,176,600). To some outside funders;

devoting 30.5% of the total budget for support services may seem excessive
g g PP y

unless it can be justified that extraordinary fundraising expenses are being'
incurred for future development of the agency. There is no magic formula
for the proper balance between support services and program SErvices,
though many outside funders prefer that support services be under 20%.
Whatever the percentage, managers need to make a case to justify (e
amount being spent on administration and fundraising. Both managemes!

and the board need to focus on this issue.’

han to support services. The

Hypothetical Agency, Inc. Operating Budget

Table 12,1

;‘_—fy,oorhetica.’ Agency Inc.
Qperating Budgel - Expenditures 20XX

Program Services ($)

Support Services (%)

Management &
Cieneral

Foster
Home Care

Total
A rrrmam

Teakal

Fundraisine

Total

Counseling

Day Care
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An incremental budget involves increasing (or decreasing) the various
budget items by a small amount year after year. Agencies with a fairly
stable funding base typically practice incremental budgeting. For example,
depending on inflationary or other circumstances, expenses such as salaries
or urilities could increase (or decrease) 2 to 4% annualiy.

A zero-based budget (ZBB) is based on the premise that annually every
program and.every item starts from zero. It requires managers to assess
whether each particular activity or unit should continue; they must justify
each item, rather than merely build incrementally on. the previous year’s
budget. Perhaps a particular unit should be discontinued, or at lezst modi-
fied in some major way. Nothing is taken for granted. If a program or item
can be justified, however, it is included in the budget.

ZBB can be threatening to both managers and staff since it involves crit-
ical challenges to the budget and possible radical change. Moreover, cost
calculations based on detailed information must be made available, which is
not always possible. Despite these problems, ZBB disciplines managers to
explore more options than they would if they limited themselves to incre-
mental budgeting. Many managers use a modified form of ZBB: most of the
budget is done on an incremental basis, but certain program expenses ase
identified for closer scrutiny and challenge.

Capital budgeting requires fairly large, one-time expenditures for such
items as major building repairs, equipment purchases (e.g., computers or
furniture replacement), or buying agency vehicles. Usually, capital projects
entail making an expenditure in one year, though the income needed to sup-
port the expenditure may be set aside for several years either before or after
the actual expendirure. For example, the organization might anticipate need-
ing to set aside money for the next three years in order to pay for an expected
major roof repair. The value of developing a capiral budget is that it helps
alert the organization to furure major expenditures for which fundraising or
long-term borrowing may be necessary.”

Cash flow budgeting records the difference in the amoune of actual cash
coming into the organization and the amount of cash expended. This kind of
budgeting requires agencies to project the schedule of actual revenues and
expenses and is essential to both the day-to-day and Jong-term fiscal health
of an organization. When income lags behind expenditures, the agency
could experience a crisis. For example, if an agency is not reimbursed for
its contracted services for several months, it could experience a cash flow
problem.? Under these circumstances staff salaries and other expenses need to
be paid from some other sources while waiting for cash reimbursement.
Negative cash flow occurs when a gap exists between projected disbursements
and cash on hand. Conversely, when more cash is available than is needed, the
agency experiences positive cash flow.

During those times when negative cash flow is expected, the organization
needs to generate more cash, reduce cash outlays, or both. A projection may
show, for example, that a negative cash flow will exist in the seventh and
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tenth months of the year. Knowing this, managers may delay purchases,
move up the date for planned fundraising, consider short-term borrowing,
or transfer funds from reserve accounts, if available. Suppose, for example,
that managers anticipate a shortfall of $20,000 in July, but know that the
August fundraising event will likely raise ner income of $40,000. Mandgers
could delay paying major vendors until September.” By having a cash flow
projection, the agency has an carly warning mechanism to prevent cash
reserves from becoming too low to meet cash needs.

Obtaining credit from a bank to cover expenses should be a short-term
measure of last resort and be based on the full confidence that funds will be
fortheoming to cover expenses (plus interest on the loan).” A chronic cash
flow problem indicates the organization is continuously spending more
than it is raising—with no end in sight. This is irresponsible and could affect
the agency’s survival, Irresponsible managers sometimes finance their over
all deficit with money earmarked for special programs. For example, they
obtain a two-year foundation grant to provide a special counseling service,
but then use that money to pay for current expenses in the hope that other
money received later will provide funding for the foundation-supported pro-
gram.” Sooner or later this “borrowing from Peter to pay Paul” gets the
agency—and the managers—into serious trouble. Cash flow projections pro-
vide oversight for agency management so that it can avoid getting deep into
debt and meet its contractual obligations. It is thus an effective procedure to
conduct cash flow projections for the entire upcoming fiscal vear and then
update monthly projections throughour the year,2

Managers should understand the following basic income and expense terms
used In fiscal management:

Unrestricted funds are not tied to any specific purpose. A funding source
permits the agency to use its funding in whatever way deemed appropriate,
and the agency can make a decision about how and when to expend unre-
stricted income. For example, it can reallocate funding from one budget item
to another. Money raised through the annuai campaign or membership dues
falls into this “no strings attached” category.

Donor restricted funding means doners have specified instructions on
how the funding is to be used. For example, those setting aside money in
their wills may restrict funding for certain purposes, such as a scholarship
fund. Annual contributors may also designate that their pledges be used
for specific programs. Cash-strapped organizations may be tempted to use
testricted funds for current general operating purposes, but nothing is more
likely to damage an organization’s reputation than for it to use restricted
funds for purposes other than those specified by the donor. ™

Understanding Types of income and Expenses
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Contract or grant funding also restricts funding for specific purposes,
Those served by the program may have to meert eligibilicy requirements,
expenses may be limited to those specifically identified in the budger
proposal, and approvals may be required to modify the budget. The organi-
zation may be audited to emsure compliance with funding requirements.
Sources may be public or private funding or agencies.

Income from service or business activities can involve fees charged for
services rendered. Usually based on a sliding income scale, the aggregated
income is calculated based on previous years’ experience. A fax advisor may
be necessary to determine whether taxes need to be paid on income derived
fromi products or services that may be deemed to be unrelated to the main
purpose of the agency (see Chapter 14). Asset generated income can come
from existing assets, such as investments or rental income.

Endowment inconte could be unrestricted or restricted funding. These are
funds established by donors in a specific name, for example, the Smith Family
Fndowment Fund. Funds may be designated in several ways: 1) endowment
in perperuity—the principal of the fund may never be expended; 2) tme lim-

ited endowment—the principal may be expended after a given date or time

period; 3) general endowment—che principal may be expended either upon
passage of an event or-at agency discretion (see Chapter 14).

Pledged income involves anticipated income over a period of time. People
do not always pay what they have pledged, and therefore the budget must
factor in a percentage of uncollectible pledges and periodically be updated
based on an evaluation of whether pledges are being honored.

Cash or in-kind matching funds can take the form of a chailenge grant, '

which requires the agency to raise a certain amount in order to be eligibie
for additional ousside funding. A noncash or in-kind matching gift involves
goods, facilities, services, or equipment worth a specified amount to support
a program. This matching share would be included in the budget with the
method of determining value indicated.

Accounts receivable are revenues earned by a human service agency
but not vet received. For example, an organization provides mental health
counseling and at the end of the month bills the mental health board. A
receivable is recorded for the amount of the billing. When the actual cash is
received, the accounts receivable item is removed. Accounts payable are
moneys owed by the agency to a vendor but not yet paid.

Cash and accrual accounting are two different methods of financial book-
keeping, Cash accounting means that transactions are recorded only when
cash is received and only when cash is paid out. The preferred method is
accrual accounting, which means that transactions are recorded when rev:
enues are earned {even though the money has not yet been received) and
when expenses are incurred (even though they have yet to be paid). Accrual
accounting provides a more complete firancial picrure, and the agency
avoids being surprised about transactions that will not be discovered until
funds are actually received or paid out:
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Fixed revenues are based on a constant income flow, commonly referred
to as “hard money.” Examples include regularly received income from
United Way or interest from an endowment fund. Variable revenues fluctu-
ate from year to year. Revenue from special events, foundation grants, and
annual pledges are considered variable or “soft money,™™

Fixed expenses are calculated using recurring expenditures, for example,
staff salaries, fringe benefits, payroll taxes, and rent. Variable expenses fluc-
tuate, depending on the increases or decreases in services used. Changes in
supplies and travel could depend, for example, on the kind and frequency of
programs the agency provides.

It is a good idea that fixed expenses be funded by fixed income sources
such as income from endowment or reasonably assured government funding.
Simifarly, variable expenses should be matched with variable revenues.”
For example, if staff are hired to fulfill a two-year foundation grant,
their salaries are tied to the length of the grant. When the grant runs
out and there are no other sources of funding, these staff may need to be
laid off.

An indirect cost is any cost in an agency’s budget that benefits two or
more programs. Sometimes an indirect cost s referred to as a shared cost or
arr overhead cost because the item is shared by two or more programs.*® The
process of assigning indirect costs to programs is called cost aflocation.
Three methods can be used to determine indirect costs. One method is based
on tracking as precisely as possible the actual indirect costs of each program.
For example, each program keeps track of its copying expenses. Timesheets
ased by the accountant and the executive director indicate the specific
amount of staff time allocated to each program. The problem with this
approach is that not all expenses are covered. For example, how would one
allocate costs for the hallways, conference rooms, and local phone calis?
Because it 1s difficult to track all expenses and because precise recordkeep-
ing can be time consuming, most organizations prefer one of the two other
methods.

The total indirect costs method uses a ratio of indirect costs to direct
costs. For example, if the total indivect cost in an agency’s budget is $20,000
and the agency’s total budget is $100,000, then the indirect cost is 20%. If
the homemakers’ service program is $25,000, then the indirect costs attrib-
uted to this program is $5,000 {$25,000 x 20%).

The salaries and wages method is another common cost allocation
method. This is because, in many agencies, about 80 percent of the total
program cost relates to wage costs, which is an easy figure on which to deter-
mine indirect costs. Suppose that the agency determines that indirect costs
should amount to 25% of salary costs. If the homemakers’ service program
salaries amount to $16,000, then the indirect costs attributed to this
program is $4,000 ($16,000 X 25%).

The specific method used to determine indirect costs should be made
after discussion with the agency’s accountants, auditors, and funders. It is
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particularly important to obtain clarification from government agencies
that might be funding the organization on their preferred or required
method of cost accounting.

Break-even Points, Budgetary decisions related to one-time agency activities,
such as workshops, special events, or training sessions, are concerned with
establishing cut-off points. These involve go/mo-go decisions in which a
guaranteed minimum number of service units must occur or the activity is
cancelled. For example, if an agency wants to provide a training session for
50 participants, and it needs a minimum of 25 participants in order not to
lose money (break-even point), cthen if the count came in at 20 persons, it
could decide to call off the session."”

Fund Balance (Reserves). In accounting terms, what vou own are designared
assets. Examples inclade cash, investments, and office furniture. What you
owe are liabilities. Examples include the organization’s debts, such as oblig-
ations due to creditors involving loans and accounts pavable. The net worth
of an organization is determined by subtracting its labilities from its assets.
At the end of a year if an organization has more assets than labilities, this
is referred to as net assets, reserves, or fund balance. (Note: Tn the profit-
making world, this is referred to as a surplus.)

A more conservative and useful definition of fund balance is current
fiquid assets (cash and assets that can be readily converted into cash} minus
current liabilities. Nonprofits usually express reserves or fund balances asa
percentage of a fiscal year’s total operating expenses. Thus if an organiza-
tion has $12,000 in liquid reserves and its annual operating expenses are
$300,000, it has reserves of about 4%. Each organization has to determine
a reasonable amount to have in its reserves to meer unforeseen increased
expenses or decreased revenues,

Internal Revenue Service (IRS) Form 990. Every 501(c){3) privare, nonprofit
human service agency must file an IRS Form 990 annually showing its finan-
cial activities for the fiscal year. This same information can be found in an
agency’s statement of financial activities (profit and loss summary) and state-
ment of financial position (balance sheet). Both the IRS and individual states
furnish copies of an organization’s Form 990 to anyone who asks. Form 990
has become the major information source for public accountability. Note
that there are now Internet sites, for example www.guidestar.org, that
distribute information submitted on the Form 990. The significance of this
is that funders can easily learn abour vour organization’s operations.
Information on the Form 990 includes the roster of board members, sources
of revenue, expenses by category, value of assets held, investment perfor-
mance, fundraising costs, and compensation of the five highest—saiaried
employees. '
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Preparing an Organization-Wide Budget

QOrganizations with multiple programs require an organization-wide
budget. This budget involves all income and expenses needed for the coming
year, including the cost for employees, programs, facilities, and all other
elements necessary to carry out the organization’s activities,

The size and complexity of an organization determines the extent to
which the budget resembles a pyramid with each level representing a bud-
gering unit or cost center, For example, the lowest level involves all agency
programs. The second level involves the department budgets of which they
are a part, Finally, the organization-wide budget is at the top of the pyramid.
Fach agency determines how many cost centers (i.e., primary fiscal units) it
wants to keep track of. Each of these self-contained cost centers has an
income and expense budget.

To establish an organization-wide budget, consider the following steps:

Step 1: Set organizational objectives. The fundamental purpose of an overall
budget is to help the organization achieve its goals and objectives. The bud-
get is a means to an end, not an end in itsell. Hence the organization must
first determine what it wants to accomplish and then build 2 budget 1o help
achieve its objectives (see Chapters 2, 3, and 4).

Step 2: Establish organizational budgeting policies and procedures. Prior to
setting income and expense targets, it is important to establish responsibilities
and timetables in a budgeting schedute. Determine who is responsible for col-
lecting data on income and expenses. Also discuss with the board of trustees
or public officials what your overall budgeting parameters are. Develop
guidelines about staff expansion or reduction, make estimates regarding infla-
tion, and anticipate certain organization-wide extraordinary expenses.

You must also determine the dates of your fiscal year. Many organizations
select a fiscal year that coincides with the receipt of major funding, For
example, if major funding is from the federal government, the fiscal year might
be from October through September, If the organization provides most of its
programming during a certain part of the year, then it may select a fiscal year
that closes after its busiest season. An agency providing a day care services
program that ends in June might select a fiscal vear that begins on July 1.

Step 3: Set annual income and expense targets for the entire organization.
This initial calculation provides the units with an advance understanding of
income that is either available or can be expected for the coming year. The
projected expenses give guidance to the units on the upper limits of expenses
that they may incur.

Conducting the Budgeting Process
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Step 4: Each unit establishes draft budgets that indicate its priorities.
Reflecting an incremental budgeting process, some orpanizations reguire
departmental units to prepare three variations of cost center budgets for
review. Draft Budget A reflects no changes from the previous year’s budget.
{Such a remain-even budget, however, actually may experience recductions in
some items to account for automatic infiationary increases in other items.)
Draft Budget B represents an incremental increase (e.g., 5% increase). Draft
Budget C represents a percent decrease {e.g., 5% decrease). This review of
options allows managers to assess the consequences of budget variations.
Unit managers relate their budget to program objectives and also supply a
rationale for major changes in the projected budget compared to the current
year’s budget. For example, a program manager would justify significant
changes in salaries, supplies, travel, and printing. Detailed information jusu-
fying projected costs for any new or expanded programs or positions must
be provided. Hence unit managers must do considerable homework to
justify expenses in their program budget.

Step 5: The management team proposes a budget for board approval. When all
the program draft budgets are received, the finance staff prepares a summary
for management seaff so they have an idea of the resources needed for the
total budget. The agency director then determines if the draft budgers must
be trimmed prior to sending the budget to the board or public officials for
approval. These recommendations are based on calculations of income and
expenses, aggregated for each unit. If the organization is a nonprofit, the
board’s finance committee carefully scrutinizes this projected budget prior to
making recommendations to the agency’s board of directors. In the public
sector, a budget officer examines the agency’s budget prior to review by
decision-making public officials. Where conflicts exist, the management
team works with the finance committee to rescive them.

Developing Program or Unit Budgets

In some agencies financial statements are closely guarded secrets, with
staff often being told mysteriously that a request cannot be honored because
“it’s not in the budget.” Other organizations, however, place great empha-
sis on bottom up program budgeting based on the assumption that staff
nearest to providing direct services can and should have a deep understand-
ing of goals, objectives, policies, rules, and budgets that produce 4 defined

product or service.”” This approach is in contrast to the concept that top

management always knows best.””
Four components are essential for “bottom up” budgeting to work:

1. Train staff to read financial statements. They may be puzzied at fif-‘f"’

about certain elements, but they can learn easily how the agency !
working to balance its budget and remain financially viable.
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2. Give staff responsibility to develop budgets and the authority to spend
that budget. This assumes that people who provide services know
what they need to do their jobs. Staff would feel more involved, expe-
rience ownership of their work, and be motivated to achieve their
objectives. Over time, staff who might feel overwhelmed injtially by
the responsibility of proposing and managing a budget grow in their
confidence to make the right decisions.

Example: In a children’s institution, staff assigned to cottages are
given budget responsibility for such items as food, allowances, monthly
personal needs shopping, weekend recreational activity money, cloth-
ing, and birthday celebrations. Over time, they begin to see where they
need to adjust their spending patterns so that they can purchase high-
priority items.

3. Base risk and reward on successful accomplishment (or failure). When
staff spend less or bring in more incomie than was budgeted, they can
use the additional net income for purposes they designate. Drawing
from the previous children’s institution example, net savings can be
used for a special event, such as an amusement park outing. H, on the
other hand, staff incur debts for a given month, they would have to
make cuts ta their plans for the coming month. Staff must then explain
their decisions and may have to carry forward the deficit to the next
year, resulting in a reduction for the following year. Establishing a risk
and reward system encourages staff to put the extra effort in to save
money or bring in new income,

4. Provide for regular moniroring and share information openly. Staff
need to be informed about how they are doing. Where there are major
deviations from the agreed-on budget, determine with staff why this is
the case and what can be done about it

These suggestions for involving staff in “bottom up” budget planning can
be tried on an experimental basis with certain programs and, if successful,
can be spread to other parts of the organization. Identify those units that are
most likely to succeed before expanding to' additional units.

Relating the Unit’s Budget to Its Work Plan and Objectives

Whether organization-wide or related to a particular unit, a budget is a
means by which the organization accomplishes its objectives, and therefore
there must be a clear connection between the budger and a work plan, Recall
the chapter on implementing objectives and the timeline chart on foster care
recruitment (Chapter 4, Figure 4.2). In spelling out the details of activities to
be carried out to achieve foster care placements, the manager and staff need
to document expenses that may be involved, such as personnel, supplies,
transportation, and equipment.
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It is a good idea to provide a budget justification or documentation of
costs, especially if the cost item is unusuaily large or may be open to ques-
tion. For example, if travel expenses are high, you might need to indicate
how staff mileage was derived and why out-of-town trips are essential o
achieve program objectives. Personnel costs should be based on the going
rate other agencies are paying for staff in those categories. "This can be deter-
mined in consultation with other agencies, through the local governmental
funding body, or the local United Way.

Prior to estimating budget expenses, a program manager would determine
various policy decisions affecting these expenses. Is there to be an increase
in salary for all positions or just designated ones? Is overtime permitted?
Would part-time staff be brought on? Should all positions in a new program
be budgeted for the entire year or just part of the year? Clarifying policy
decisions and budget assumptions makes the budgetary process more
efficient.

Projecting fringe benefits requires review of applicable state and local
laws affecting minimum benefits. Use government publications to identify
the employer’s share of Social Security, Medicare, and unemployment insur-
ance. Insurance carriers can provide estimated costs of health, life, and
worker’s compensation insurance.

Estimating other operating costs involves review of leases and con-
tracts, estimated price changes in services and supplies, and estimarted
annual rate of inflation. If significant cost increases are projected (e.g.,
printing costs or travel expenses), obtain specific estimated increases. If a
significant expansion is expected in a particular program, estimate the
costs involved in that expansion. Prepare an annual summary of major
changes. '

In developing the budget, managers must pay atfention to pricing
services in order to assure proper reimbursement for actual costs. Because
funders may not reimburse for overhead expenditures and instead only
reimburse for costs directly related to the project, you may find that you are
actuaily under-pricing your services. If you have no other means of subsi-
dizing the service, then you may need to decline the roject.”! For example,
an agency is offered the opportunity to provide counseling services to severely
disturbed, substance-abusing youth. Each adolescent is to receive three
intensive counseling sessions per week, which the agency estimates 0
cost a total of $150 {$120 direct costs + $30 indirect cost). The contracting
agency, however, can only provide $100 per adolescent per week, $20 short
of the direct costs and $30 short of the indirect costs. As much as the coun-

seling agency wants to provide the service, it decides not to because of the
discrepancy between cost of service and revenue. The agency does not have
sufficient funds from other charitable contributions to make up for the

shortfall.
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Monitoring and Modifying Budgets

The best way to monitor a budget is to systematically compare the projected
organization managers’ budgets 1o actual financial reports. You must identify
income shortfalls, expense overruns, or operational problems that require
corrective action. By receiving reports on a monthly basis, you can focus on
discrepancies or variances that invite closer scrutiny. H these variances are
identified early enough, mild corrections, such as postponing filling a vacant
position, deferring nonessential purchases, or looking for new sources of
revenue, may be possible. If, however, the variance is large or discovered late
in the year, more severe action may be required, such as reducing staff.?* It is
critical that the organization take action immediately when major variances
berween budgeted income and expenses are discovered. Most probiems only
worsen over time, and delays can lead to serious deficits and potential diffi-
culties with funders. {See discussion at the end of this chapter on ideas for
cost reductions. )

During the course of the vear as you obrtain new expenses and income
information, you should revise your budget estimates. For example, if an
anticipated program is not funded, then the income and expenses cormected
with that program would be eliminated from the budget. Similarly, if an
unanticipated new program is acquired during the year, then the revised
budget would contain new income and expenses. The organization should
determine in advance how programs are to be modified and who has
approving authority,

Managers need e guard against two dangers in reviewing the budger on
a monthly or quarrerly basis. The first is giving equal attenption to all iterns,
no matter how stmall the variances. This can be an overwhelming task. The
second s not paying sufficient attention to the most important variances
requiring managerial attention. The best way to manage a budget review is
to conduct a variance analysis that helps you determine which varlances
require special atrention. If you develop a percentage figure that indicates
the degree of fluctuation you can tolerate, then reviewing income and
expenses using that figure guides you in taking corrective action.? Using
Excel, Peachtree, or other spreadsheet programs can assist in predetermining
threshold percentages or dollar amounss requiring possible corrective action.

Closely examine the two tables that foilow. Table 12.2 is based on a
one-month comparison of actual income and expenses o budgeted income and
expenses for a Family Counseling Program, which is one of five programs in
the Hypothetical Agency. Table 12.3 is the Hypothetical Agency’s Revenue
and Expenditures Report for the month of March and the quarter ending
March 31, 20XX.

Using the Budget as a Management Tool
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Family Counseling Program Budget

Family Counseling Program
Statement of Revenues and Expenditires
{Budget to Actual)
for the Month Ended january 37, 20XX

Budget for Variance Variahce
Actual fanuary Amount Percentage
Revenues
Fees $1,900 $2,500 ($600) (24.0)
juvenile Court fees 6,100 8,100 {2,000 (24.7)
Medicaid 12,000 15,000 (3,000) 200
United Way 2,000 2,000 0 0.0
Total Revenues $22,000 $27,600 ($5,600) 203
Expenditures
Salaries $14,000 $12,000 ($2,000) (16.7)
Fringe benefits 2,500 2,200 (300} (13.6)
Supplies 400 360 (40) {11.1)
Telephone 520 420 {100) 23.8)
Gccupancy 2,100 2,100 0 0.0
Equipment 290 320 30 9.4
Printing 1,100 900 (200) (22.2)
Travel 850 650 (200} (30.8)
Conferences 600 350 250} (71.4)
Membership dues 50 50 G 0.0
lnsurance 700 700 0 0.0
Depreciation 200 200 0 0.0,
Expenditures hefore overhead $23,310 $20,250 ($3,060) (15.1)
Administration overhead 2,300 2,250 (50} 2.2}
Total Expenditures $25.610 $22,500 {$3,110) {(13.8}
Excess (deficiency} Revenues $3,610) $5,100 $8,71¢

over (under) expenses

Nate: Parentheses indicate a negative variance

The Family Counseling Program Budget in Table 12.2 is reviewed by the
manager of that unit, which has one supervisor and five staff members. Note

that the budget is for one month and that the variances between actna
projected budger are shown numerically
able variance on the income side means that less funds were receive
had been anticipated when the budget was deve
ance of expenses means that higher-than-expected expenses were incurre
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For example, in Table 12.2, the variance for salaries would be calculated as
follows: a budgeted salary of $12,000, less actual salaries of $14,000, gives
2 negative variance of $2,000. To arrive at the percentage variance, divide
the dollar variance {$2,000} by the budgeted amount {$12,000). The resulc-
ing percentage is negative {16.7%}. The variance is negative because the
agency overspent this line item by $2,000. Revenue variances ar¢ negative
when the agency raises less money than it had budgeted.

In Table 12.2, the revenue category reveals that client fees, Juvenile Court
fees, and Medicaid reimbursements are below budget, indicating negative
variances must be reviewed to determine whether corrective steps shouid be
raken, Also of concern, overall expenditures exceed the budget. The fact that
staff salaries are higher than were budgeted could invire exploratory ques-
tions: Are there too many “no shows?” Are staff as productive as they could
be? Can the program do with less supervisory time, thus freeing up supervi-
sory staff to conduct billable interviews for which the fuvenile Court or
Medicaid would provide reimbursement? Would special waining help recently
hired staff to be more efficient? Would working with the accounting depart-
ment speed up Medicaid billing? Negative variances should trigger consider-
able managerial inquiry,

In addition, non-salary #ems that have out-of-the-ordinary variances
must also be reviewed. Although the amounts involving supplies, telephone,

_printing, travel, and conferences are relatively small, this is only the first

month of the fiscal year, and the manager had best review these costs before
they get out of hand.

Note the item “administrative overhead,” representing about 10% of
expenses. Some agencies may choose not to include this as an idenufiable
expense; they may determine to subsidize administrative costs with endow-
ment income, fundraising events, or anrual campaigns (see Chapters 13 and
14). In this exampie, the Hypothetical Agency Inc. has determined that the
Family Counseling Program, like all the other units, must contribute a por-
fion of its budget to administrative overhead. In part, the overhead is cov-
ered by United Way funding. To meet agency requirements, the manager of
this unit must exceed productivity standards and raise the amount generated
from billable hours, discontinue non-fee generating staff (e.g., secretarial
support staff), or consider other ways to work with the agency’s manage-
ment to help generate additional revenue,

Table 12.3 provides the Hypothetical Agency Inc. Statement of Revenues
and Expenditures {Statement of Activities) for the month ended March 31,
20XX. This report also provides year to date {YTD) information. For both
the month and YTD, a variance column indicates the difference berween
actual income and expenses and budgeted amounts. The percentage variance
reflects the degree to which the actual amounts differ from the budgeted
amounts. Note that a favorable variance on the income side reflects income
received in excess of the budget. A favorable variance on the expense side
reflects expenses incurred below budget. Unfavorable income, that is, income
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31,900
8,800

RV VRNV

LU
(200}

8,000
2,900

0.00
0.00
{9.28)
{6.02}

2,700

{2.50)

8,200

0
0

($3.100

2,700

Insurance

_%4

0.00
(15.12)
(18.32}

4]

($15.200)
{($53,900)

$100,500

2.200
$115.700
$348.100

$33.400

700
$98.000

700

_$36,500

Depreciation

4
i

11,900

0

Total Nonsalary

$1.176.600

$294,200

($5.900)

$103,900

Total Expenditures

Excess (Deficiency)

(368.200)

$800

($67.400)

{16,800

3300

($16.500)

Revenues Over (Under}

Expenditures

NOTE: Parentheses indicate a negative number or percentage
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jess than expected, is shown with amounts and percentages in parentheses;
anfavorable expenses, that is, higher than budgeted are also shown in paren-
cheses. For purposes of this example, the monthly budget is approximately
1/12 the annual, and the quarterly budget is approximately 3/12 the annual.
In the real world, income and expense streams would be budgeted based
on the best available information, rather than a mathematical formula. For
example, printing expenses may be higher in certain months because of anti-
cipated special annual report or brochure printing costs, and those months
would be budgeted accordingly.

In Table 12.3 under the income category, United Way funds are being
received by the agency as projected, and government funding is actually
showing a favorable variance. Although fees are down by 5.13% in March,
they are only down by 1.37% for YTD. Of greater concern is that both foun-
dation grants and contributions are considerably. down for the month. These
losses should alert management that more effort is needed to secure grants.
An aggressive contribution campaign must be mounted or else significant
reductions in expenses would be required to keep the budget batanced.

For expenses, several line items do not require-special attention because
cither the variance is favorable (i.e., the expenses incurred are beiow budget),
or if there is a negative percentage variance, the dollar amount is low (e.g.,
postage, equipment, mesmbership dues, insurance, and depreciation).
Management can quickly determine which items do not require attention so
that they can spend more time analyzing those items that are unfavorably
out of line with expectations.

Managers shonld be alerted to specific items in this hypotherical budget.
Although the supplies item is under budget for the month, it is considerably
over budget for YTD and requires ongoing attention. Salaries and fringe
benefits are only 4.33% over budget for the month, but for YTD they are
nearly 20% over budget. This item should be of serious concern because of
both the unfavorable percentage variance and the relatively high unfavorable
dollar amount. Telephone expense for the month is considerably over bud-
get and should require special attention even though YTD is on rarget. This
may indicate the beginning of a negative trend. Occupancy costs are over

budget for both the month and YTD, and should alert management that this
is a problem that requires acrion. Staff travel is 47% above budget for the
month and about 45% above budget for this first quarter, indicating that the
allocation to this line item either has to be modified considerably or travel
limitations need to be enacted.

In determining which items require special attention, you may establish
certain threshold percentages, such as 5% or 10%, which would alert
management and a board finance oversight commitcee that the budget is
heading for trouble. Management couid also identify certain dollar amounts
(e.g., unfavorable variances that are above $1,000). Whether using percent-
ages or dollar amounts, managers need to establish thresholds that require

exploration, decision making, and corrective action.
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In some instances there may be good reasons for unfavorable variances.
As mengioned previously, certain costs may be unusually high and have to
do with the timing and flow of program activities. A conference may be held
during a particular month that may put pressure on the travel budget, but if
possible, this strain should be anticipated in the budget. Backup worksheets
for each month should allow managers to calculate more precisely when
unusual expenses or revenues are expected.

Although there may be good reasons why income and expenses are worse
than expected, it may also be that the agency is hemorrhaging and that man-
agement must take steps to reduce expenses or significantly increase income.
At the very least, questions must be asked, and corrective action must be
considered early in this fiscal year to avoid more severe measures later on.
For example, it may be painful to lay off one staff member at the beginning
of the year when it is apparent that salary costs are exceeding budget. But if
a tough decision is not made then, a more difficult decision will have to be
made later to lay off two or three employees because of budget overruns.
The advantage, then, of having this income and expense report is thac it
provides an early warning of a problem that can become more serious.

Essential to the budget review process, especially during periods of aus-
terity, is the importance of questioning everything that the organization does
at all levels of expendirures. In reviewing costs, small changes can add up w0
big savings. In the past, for example, an organization may have sent five staff
members to an out-of-town annual conference. As a way of reducing costs,
it may determine that only one staff member should attend and report back
to the rest of staff. Management needs to foster an organizational cuiture
that encourages all employees to be on the lookout for new ways to manage
maoney and to cut costs. : _

It is a good idea for managers to complete a variance report for the orga-
nization’s governing body {board of trustees or public officials) that explains
why variances are occurring and details the manager’s action plan. Such a
report gives decision makers and funders confidence that management is in
control of the budges. ' .

Because the budget represents an understanding between the agency’s
administracion and its funders, board, or public officials to wlom it is account-
able, managers are obligated to work to keep the budget in balance. Managers
get into trouble because, in their quest to meet the needs of their clients, they
develop an overly optimistic attitude that somehow their board or public
officials would find the money to meet necessary expenses. Certainly, hope
and optimism have a place in the budgeting process, but if these are carried to0
far, managers can develop a reputation for being irresponsible.

The best course for managing the agency’s finances is to make sure that
policies and procedures are in compliance with the funders, whether four-
dations or public agencies. Funds should be expended in accordance with the
latest approved budget, and any major adjustments require the board’s
finance committee to make recommendations to the board {see Chaprer 20)
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mManagement should account for all funds in compliance with the rules and
regulations required by the applicable funding source, and delineate clearly
ail major grants in the budget. The agency should write procedures for han-
dling money (e.g., the same person should not control receipts and disburse-
ments of cash) and also specify the roles of executive, finance manager, and
project manager. An annual audir is a must. a

Although it is essential to strive for a balanced budget, it is also important
to recognize that the budget should have some flexibility. After all, the bud-
get is based on yearly estimates, which in turn are based on certain assump-
rions about inflation and other information available ac the time the budget
is prepared. During the course of the year you may need to revise the bud-
get. For example, you obtain an unexpected grant, which requires budgeting
new expenses as well. Be prepared to revise the budget as circumstances
change. Using spreadsheet software makes it easy.to adjust the budget on
individual items that then alter totals,

Ore of the most demanding and challenging responsibilities a manager faces
is reducing costs to bring budget expenses in line with anticipated income,
To reduce costs, managers can consider the following:2*

1. Form a cost-cutting team to examine the options contained in this
section and generate additional ideas. The team may develop enough austere
measures that you can avoid more drastic measures—or they may not, in
which case a proposal to cut staff may be justified.

2. Reward staff for cost-saving ideas. Staff are a good source for
ways to save money. A $25 reward to a staff member for suggesting ways to
recycie paper, for example, could save hundreds of dollars in paper costs.

3. Postpone filling new or vacant positions. If cuts require reducing
current staff, anticipate expenses connected with terminating positions—for
example, unemployment compensation, severance pay, or continuation of
fringe benefits for a specified period. Be certain also that in reducing staff,
the organization is able to meet its obligations. Also, be aware that reducing
costs related to fee-for-service contracts may reduce the total amount of
reimbursement an organization is eligible to receive. Reducing staff, for
example, can have a detrimental impact on achieving the agency’s targeted
billable hours in Medicaid and other cost reimbursement programs. Carefully
review contracts and grant agreements before making cuts.

4. Examine whether such needed services as payroll preparation or
public information materials can be contracred with an outside vendor
(called outsourcing) instead of using current staff or hiring additional staff.
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5. Eliminating positions can provide a guick fix to balance a budget.

Referred to enphemistically as “downsizing” or “organizational restructur-

ing,” the disadvantage is that scaling back employees can create more work
for those remaining, which contributes to stress, resentment, and poor qual-
ity work. Downsizing should be related to those individuals and those units
of the organization that are least productive. It is possible that you could be
both “downsizing” and “upsizing” at the same time. It may be difficuit, but
nevertheless necessary, to lay off people in one section as you expand
another, more productive unit of the organization.”

6. Use contract emplovees or consultants for specific projects. Working
with a consultant on a specific project can help to match project and staffing
needs. This may eliminate the need to reduce staff once a project is completed.
Check with a tax expert regarding possible employee versus independent
contractor issues for employment taxes.

7. Ask staff to consider working part time (especially during off-season
periods, such as summer months}, Some organizations have instituted vol-
untarily sharing positions, that is, two full-time staff agreeing to cut their
work time in half to preserve jobs.

8. Delay starting new activities or expanding existing ones, such as
buying new equipment. Prioritize requested purchases. Those designated low
priority would either be postponed or not included in the budget.*®

9. Reduce services and programs. For example, instead of providing
individual counseling to 400 clients in a substance abuse reduction program,
you could serve 220 individually and provide group counseling for the

- others. Be aware, however, that you may be shortchanging your clients.

10. Delay salary increases or reduce employee benefits. Personnel costs,
including salaries and benefits, are usually the largest items in the budget
(as much as 70-80%) and therefore are an understandable target for cost
custing. The disadvantage is that these measures can have serious effects on
the morale of the organization and could increase staff turnover.

11. Restructure the organization with special emphasis on non-
income-producing positions. To increase billable income, supervisory staff
may have to devote a portion of their time to direct service. Cerrain support
and administrative staff may have to be laid off.

12. Explore the advantage or disadvantage of leasing rather than
purchasing equipment, such as a copying machine. In the long term yoa may
be paying more, but leasing may belp with cash flow and provide short-term
budget relief.

13. Determine whether there are any ways departments can share
resources. For example, can support staff or the copying machine be shared?

Sharing facilities, such as conference rooms, with other agencies may be cost -

effective.
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14, Create an in-house printing operation to produce stationery,
newsletrers, and other printed materials, thus reducing the expense of
outside printing.

15. Obtain bids to produce competitive pricing on purchases, such as
equipment, supplies, and other work-related materials. It is especially impor-
pant to initiate a bidding process for vendors with whom you have been
doing business for a long time. They may be willing to come down in price
when they think vou might buy from their competition.?”

16. Ask your vendors if they provide discounts to nonprofit agencies.
Request a discount on guaranteed purchases over an extended period of
sime. For example, your printer might quote a volume price for all sta-
tionery, newsletters, and forms that you might need for the next two years.
Also, inquire whether your vendor could provide a discount when vou pay
in cash. Check with your phone company to see if it gives a discount to
nonprofit organizations.

17. Take advantage of economies of scalée by making bulk purchases.
Bundling purchases, currently made separately, could result in lower prices.
it may be possible to join with other agencies in contracting for a bulk pur-
chase arrangement. Be aware, however, that a large amount of supplies can
disappear quickly uniess you have proper controls on distribution. Inquire if
there are any purchasing “co-ops” in your area. Some co-ops offer opportu-
nities for purchasing medical supplies and capital items as well as general
items such as office supplies and paper disposables.

18. Give staff responsibility for site-based decision making. Staff respon-
sible for department and program budgets can be more accountable for
expenditures.

19. Use zero-based budgeting to determine whether programs should con-
tinue based on their demonsirated value and their contribution to the mission
and goals of the organization. As discussed previously, ZBB requires you to
justify expenses each year, rather than just build on last year’s budget.

20. Seek donated items, such as furniture and equipment. Companies that
are moving their offices are a good source of usable furniture and equipment.

21. Purchase items or services at the right time of year. For example,
winter items can be purchased in early spring for the following winter.

22. Change the fiscal year from January-December to October—
September to purchase auditing services at a reduced rate, because this is
their slow period.

23. Use volunteers to provide services, perform clerical tasks, and assist
in running programs. Companies sometimes “lend/lease” their staff for a
specific time period or a specific purpose. For example, a company might
release its controller to assist your bookkeeping department in setting up
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4 computerized accounting System. Many attorneys, business people,
accountants, and carpenters donate their time to nonprofits. Also check with
local universities that offer course credits for student service experience.

24. Check in your community whether the local criminal justice system
can provide “volunteer” assistance. Instead of serving time in jail, persons
convicted of nonviolent crimes have the option of providing community
service. Services range from carpentry to compuics programming and main-
cenance work. Also check into involving Welfare to Work participants and

senior citizens participating in retraining programs.

25. Negotiate contracts carefully o determine whether there aze any hid-
den costs. For example, foundation grants may not sufficiently cover admin-
istrative cosss or overhead. A government contract might require financial
reporting and have audit requirements. Preparing reports will require some-
one’s time, and therefore assess whether chis time can be fiscally justified and

be included in the grant request.

26. Review personnel policies to ensure comphiance with legal require-
ments and train staff to follow these policies with no exceptions. A wrong-
ful termination or harassment judgment can be extremely expensive {sec
Chapter 8},

27, Hire staff carefully. This admonition is especially important when
supervisors are tempted to hire staff out of desperation to fill a positon.
Having a mismatch between the person and the job can be very costly in the

long run (see Chapter 7).

28, Reduce staff turnover. It is an expensive hidden cost because you
have to devote time to hiring new staff and training them. Conduct exit
interviews with staff to determine why they are teaving, It may be more cost
efficient to increase salaries and benefits to stop empioyees from moving 10
more competitive agencies.

29. Invest cash in short-term instruments such as certificates of deposit,
an interest-bearing checking account, o1 2 savings account that 18 linked to
a checking account. Many banks offer special interest-bearing accounts to
nonprofit organizations that are not available o for-profit organizations.

30. Set up a system to track ail equipment and building use. Examine
whether moving to smalier offices can reduce expenses. You may need 1©
consider the cost of breaking leases or renegotiating for space compared ©
the cost of moving.

31. Review current staff positions and assignments to determine wheth
Al activities are essential, whether some assignments conducted by 2 highly
paid employee can be delegated to a lesser paid staff member, or whethe!
work can be performed by a part-time employee.
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32, Review personnel practices to reduce carryover of unused vacation

or sick leave time. Some agencies require staff to take alf or most of their

vacation each year,

33. Consider offering staff an improvement in their benefits {e.g., time
off, health, dental, and life insurance) m lieu of cost-of-living pay increases.
This idea requires considerable dialogue with staff,

34. Review unemploymenr compensation claims for those employees
who quit your agency. Your state unemployment insurance office will
request an explanation when former employees apply for funding. If employ-
ees have left voluntarily or have heen fired for good cause, you should
provide an explanation. If the unempioyment office rules against your
agency, your insurance costs could increase.

35. Convert fixed costs into variable costs. Instead of paying part-time
staff on a salaried basis, pay them based on the number of clients that they

interview,

36. Encourage employees to opt out of benefits when their spouses
already have medical and dental benefits that could cover them. Offer incen-
tives, such as cash or more vacation days.

37. Ask the landlord for a rent reduction by paying the rent in full but
then requesting the landlord to donate back a portion of it. This exchange
preserves the landlord’s ability to show the property at its true market value
based on rents collected and at the same time provides your organization
with unrestricted funding.

38. Consolidate your office space and sublet unused space to a compatible
group.
39. Negotiate free use of space for meetings and events. Sometimes

banks, hotels, and corporations offer conference rooms for nonprofit meet-
ngs and special events,

40, Arrange to have an organizational supporter purchase equipment
and then have it leased to your organization through an accounting method
called “asset conversion.” The supporter can depreciate the equipment and
take a tax deduction, and the cost of leasing to the organization is less than
the full cost of the equipment. At the end of the designated period, the orga-
nization can parchase the equipment at a nominal cost. Check with a tax
advisor to determine compliance with tax laws.

41. Regarding your travel budget, determine whether hotels offer a dis-
count. Some hotel chains offer a government discount; inquire whether they
would provide a special discount for a nonprofit organization. Limit scaff
attendance only to trips that can truly add value to achieving your mission.
Use the Internet to obtain the best travel deals.
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Achieving Long-Range Financial Stability I

42. Identify excess capacity or underutilized resources in the private sector.
For example, a business that has moved to new offices may have excess
space for your temporary staff needs. Recently laid-off or retired accoun-
tants may welcome the chance to volunteer untit they find a full-time job.

43, Regarding insurance, negotiate a fee that is limited to about 15% and
select an agent that works with nonprofits, Consider using the Nonprofit
Insurance Alliance {www.niac.org).

44, Strongly encourage the board of directors to authorize purchase of
officers’ and directors’ insurance, which would pay for the cost of defending
a lawsuir and also the cost of any settlement. '

45, Use e-mail instead of long distance phone calls or faxes. E-mail can
also be used to obtain information about grants and other essential infor-
mation. If you are planning to hook up to the Iaternet for e-mail communi-
cations, consider using an Internet access provider that gives you a free Web
site. You can then create a Web page that can be viewed by those interested
in your activities, including potential donors. In addition, newsletters can be
sent via e-mail, thus saving printing and postage costs.

46. If vou have a large mail volume, use discounted postage rartes;
contact the Nationat Federation of Nonprofits in Washington, DC
(202628-4380) for more informarion.

47. Examine potential {ocal tax savings. Check with your local tax authos-
ity to see if your agency qualifies for a tax exemption on ail or a portion of
the equipment and furnishings your organization owns. Check your lease
determine you are not paying this tax as part of your rental. Also, determine
whether you are exempt from real estate taxes. Have a knowledgeable profes-
sional review whether you have possible tax overpayments. You should not be
paving tax on any purchases (office supplies, etc.). Your accounting depart-
ment should routinely be reviewing all invoices for possible erroneous taxes.

48, Periodically pruné mailing lists and eliminate those whose mailing -

addresses are unknown or who are no longer part of your organization.

49, Manage cash flow by collecting early, paying only when bills are due,
and earning interest on balances. This is particularly important for manag-
ing large grants at the beginning of the grant period.

50. Consider using service agreements for maintenance and repair 0f
equipment instead of paying repair costs for each occurrence.

Effective managers are not only committed to the cusrent economic health:
their agencies but also to their long-term viability. To continually strengthe
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cheir organization, managers must (1} establish working capital or cash

eserves, (2] assure cost effectiveness, and (3) seek diversified funding.

‘Fstablishing Working Capital

A few organizations make the mistake of hoarding resources for potential
futare use, thus denying benefits to those who currently need services. For
example, an organization may choose not to expend the interest endowment
funds received for a period of years so it can build up its principal. The more
common problem, however, is thar some agencies do not adequately prepare
for the future because of their desire to provide for current service needs.
They do not allow for future inflation adjustments. They put little value on
huilding a financial base and erode their cash reserves, hoping that the future
will take care of itself. _

Understandably, human service organizations want to use all the money
avallable to provide services rather than set aside funding for unknown
furare needs. Some go further in providing services (even though funding is
not assured} in the hope that if the program is good enough, funders or their
trustees will eventually bail out the agency. They would even argue that it is
immoral to put aside cash when needs are so great. Unfortunately, organi-
zations that live “hand-to-mouth” must spend an inordinate amount of time
looking for the next bailout—not focusing on long-term issues. Trying to be
all things to all people is a formula for eventual poor services and possible
financial decline.

Generally, it is a good idea to have about 20 days of cash reserves or
roughly 10% of the overall budget, depending on the organization’s need.
For example, if an organization provides counseling services, and a Medicaid
contract delays payments for four months, then the organization must have
sufficient working capital to meet its pavroll while waiting for cost reim-
bursement.® An agency that has a regular income and predictable expendi-
tures needs less reserves than one that experiences a continuous turnover of
grants and has much more unpredictability connected to its mcorne and
expenditures.. The greater the unpredictability, the greater the need for a
large amount of cash reserves.

Another reason to develop working capital is the ability to respond
quickly to unmet needs. Having this flexibility aliows the agency to deal with
changes in the environment and to avoid staying rooted in the present
instead of moving into the future. As program trends change or funders
convey new priorities, so too agencies must develop a flexible response. An
effectively run agency must be able to take advantage of new opportunities
to fulfill its goals. A well-developed strategic plan can anticipate how the
agency might seek out opportunities for expansion and consider a budget
that is practical and feasible., Some agencies even develop an “opportunity
budget” that identifies where and when the agency needs to invest in



250

ENHANCING AGENCY SURVIVABILITY

pew staff, training, and equipment. For example, in anticipation of new
employment training legislation, an agency may want to imvest in a six-
month pilot training program that demonstrates its effectiveness in this area,
It is now in a position to take advantage of new legislation. To create this
desired cash reserve, an agency must have more years with positive revenue
than it has vears in which net revenue is negative.

While it is desirable o build up cash reserve, be mindful that some fun-
ders may have reservations about building up too large a cash reserve fund.
For example, some United Way budget committees frown upon agency cash
reserves, considering that United Way funding is supposed to be “last money
in.” They would prefer that United Way money not be used until an agency
is without much cash reserves. Those agencies that have greatly fluctuaring
income and expenses must have a reserve fund to provide financial stability,
and the United Way budget panel must be convinced this is necessary. On
the other hand, budger panels may be justified in questioning when a reserve
fund becomes nordinately large (however this is defined). Be prepared,
therefore, to make your case for cash reserves.

Assuring Cost Effectiveness

An effectively run organization can farther its long-term financial strength
by demonstrating its ability to achieve its objectives at reasonable costs.
Developing a cost-effective program is not the same as developing a program
at minimum cost. Sometimes high costs are necessary to achieve sustained
improvement. For example, one employment program may cost $1,000 per
participant, but most participants are employed in a menial job for an aver-
age of only six months. Another employment program may require costs of
$7,000 a participant, but because of extensive iob training this would resuit
in clients’ keeping their jobs for over a year and being paid at a higher rate.
Hence cost-effectiveness must be related to the desired objectives.”

Cost-effectiveness is defined as the measure of how effectively resources are
used—results obtained for each unit of cost, To carry out cost-effectiveness
analysis, organizations track the cost of a program and record its results; then
they compare the two to determine whether the results justify the costs.”

Obviously a good accounting system would track actual costs, inchuding
both direct and indirect expenditures. For example, a calculation would be
made in a futoring program of the cost of administering volunteer tutors.
Recording results may be much more difficult than recording costs. Most
agencies can readily identify output results, namely, efforts expended on
behalf of clients, These include the number of clients served, the number of
training sessions provided, and the number of youth participating in a recre-
ation program. Qutcomes are more difficult to measure. We could more
casily determine, for example, how many youngsters participated in a recre”
ation program than how many we helped prevent going to jail. Measuring
both costs and benefits remains a major chailenge for human service managers:

Managing Agency

To further the
productivity, Frec
4gENCy’s guantita
g group counse
pants in each sess
recreation service:
refevant to its ser
a public relations
review of product

Reviewing qua
questions;

e How does t
another?

s How many
this year’s tr

o How many«

e How many
previous mao

s What is the
during this p

Each organizati
which monthly q
managers should ¢
ing the productivit

Seeking Diversi

Excessive depen
I sustaining any
unduly at risk, be
becomes highly ve
United Way fundin
losing a portion of
to depend almost ¢
services may find 1
other essential sery
zation that has rece
realize that this fun
funding if it is 1o
important to diver:
becoming too depe
N Part 11T are devot
themsefves through




1 antic:.ipation of new
nt .to IMVEST 111 g gjy.
ectiveness in this arey
slation. To create this
with positive revenye

indful that some fyp.
¢ a cash reserve fung
Wi UDOT: agency cagh
sed to be “last money
> used until an agency
ve greatly ﬂuctuatingg
ide financial stability,
this is necessary. Oy
ioning when a reserve
fined). Be prepared,

:rm financial strength
at reasonable costs,
teveloping a program
to achieve sustained
may cost $1,000 per
=nial job for an aver-
may require costs of
ing this would result
»ald at a higher rate.
objectives,?
ectively resources are
out cost-effectiveness
zcord its results; then
1stify the costs. ™
tual costs, mcluding
alevlation would be
ng volunteer futors.
cording costs. Most
:fforts expended on
rved, the number of
ticipating in a recre-
re. We could more
ericipated in a recre-
g to jail, Measuring
an service Mmanagers.

 panagin

_ agﬁﬂf}”s gquantit

g Agency Finances

—

To further the agency’s cost effectiveness, managers must focus on agency
pmductivity. Frequently, productivity indicators are expressed through the
ative objective staterments. For example, an agency provid-
ing BrouP counseling services would want to track the number of partici-
pants in cach session on a weekly or monthly basis. An agency that provides
recreation services for oider persons would have a different set of numbers
relevant 1o its services. These numbers should not be collected primarily as
a public celations effort; rather, they should be relevant for managerial

review of productivity.
Reviewing quantitadve information allows managers to ask the following

questions:

low does. the number of staff hours compare from one month to

another? :

e How many new clients does the agency have each month? How does
this year’s trend compare with last year’s? '

o How many clients are able to pay for services?

o How many billable hours do we have this month compared to the
previous month?

o What is the cumulative total of different clients seen in the agency

during this period?

Each organization must determine its own productivity standards agatast
which monthly quantitative information can be assessed. Periodically,
managers should report to their funders, public officials, or trustees regard-
ing the productivity of agency operations.

Secking Diversified Funding

Excessive dependence on a particular funding source is a major problem
in sustaining any organization. Such concentration puts the organization
unduly ar risk, because if the funding resousce dries up, the prganizaion
becomes highly vulnerable. An organization that has relied primarily on
United Way funding may experience pressure to raise its own money ot risk
josing a portion of United Way funds. A mental health agency that has come

to depend almost entirely on state mental health funding for its prevention

services may find that its mental health board has shifted its priorities to
other essential services not provided by the agency. A neighborhood organi-
zation that has received five years of foundation grant funding may belatedly
realize that this funding cannot go on indefinitely and that it must seek other
funding if it is to survive. These are among many examples of why it is
important to diversify the organization’s portfolio 1o diminish the risks of
becoming oo dependent on only one main source.’! The next few chapters
in Part 11 are devoted to exploring ways human service agencies can sustain
themseives through a varicty of fundraising options.
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Questions for Discussion

Notes

Note: To answer these questions, take time to discuss your agency’s budget
with your supervisor, agency controller, or administrator.

1.

10.
11.

What has your agency done about cutting costs? Which of the
cost-cutting measures listed in the text might be considered by your
organization?

How useful is the concept of zero-based budgeting for fiscal
management?

. How would you characterize your budgeting process {e.g., line item,

program, incremental, zero-based)?

. Can you identify restricted and unrestricted funds in your agency?

. In your agency’s budget, which income and expenses are fixed and

which are variable?

. How does your organization monitor current income and expenses?

Ave variances identified?

. What strategies are in place to ensure long-term financial health of

your organization? -

. What plan, if any, does your organization have for developing

financial reserves?

. What are the various cost centers (programs} I your organizaiion’s

budger? What are their income sources?
Has your agency developed cash flow projections?

Are there internal controls in place to ensure that restricted funding
is being appropriately spent and accurately accounted for?
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