dence and understanding of innovative practices and utcornes. Tanovations
spread when thelr resuilts have been carefully described and understood
{Ragers 2003),

A congistent pattern erterges from an exasination of these pitfalie. Foun.
dations can avobd the major problems that have limited the usefulness of

evaluations by determining what they most need tn lears and by using their
evaluations to ohtain those lessons.

8 Standards for Evaluation in 215t Century Foundations

By using evaluations, foundations can provide valuable Jessons for saceety,

and they can provide evidence of the value to society of their work, Thwese

benefits come directly from the harvesting of the most important drarming

that results from their work. The experiences of the foundations teviewed in

this paper point to twe critically important smndards for evaluation in 21st

century foumndations:

- Foandations shoudd have a leaming plan and gather reevant information
to capture the most lmpartant lessans from the results of their work

- Foundations shauld make public significant information regarding what
they have learned about the resulte of their activities.

These standards reflect foundations’ compelling need for socurate informa
tion about the results of their work It is 3 matter of great importasos for
fovisidation leaders 1o take the stéps required m leam about and evalugte the
results of foursdations’ work, This is the reason evaluation and the infarma-
Hon it produces are essential for responsible phitanthropy. The same profos.
sionaligm that requiees careful stewardship of foundations' financial asseta
and svstematic reviews of geadl perfornusnce requires. foundation heads and

Trustees. b use evaluation to gather information on the fesslte and the lessans
of Torndations: activities. -
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Who Comes to the Table?
Stakeholder Interactions in Philanthropy

Theonas . Backer, Ralph Smitk, frd Barbell

1 Introduction

Foundations can benehit fram interacting openly with their key stalke-
holderg—io. identify community needs, and to shape the best strategies For
foundation iovolvement in changes to asdbdress thoee needs. Stakelwlder
interactions improve the shility of foundations to achieve their missions in
wavs that help people and corrmunities. They alzo cin improve petceptions
of the foundation’s commmunity respensiveness, and its progreas in fulfilling
the public trust. This in uem may Hmit efforts to increase regulation of faun.
dations by government, and decrease the lkelihood that their bx-eempl ste-
tus will be challenged (as happened in the United States recenthyj—thus
enairizining foundations' strategic advantages of leverage and fexibality. Al
of these henefits emerge most powerfully when stakehobder interactions are
part ofa continung process, which stakeholders themselves help to shape.

Such benefits are cspecially needed now, for at least theee reasons. One i8
a continuing cancern that foundations are elitist inetitations, too often umin.
formed and uneesponsive o their communities:. The second i@ the sheer
prowth of institutionsl philanthrapy, with some 62,000 foundations in the
Untized States presently, and many more on the way given the continuing -
tergeneratienal transfer of wealth, The third reason i@ the loss of philan-
thropic assets by many feundatons, because of the recent economic sitsation.
When foundations cut their giving because ther imvestment portfolios. are
diminished, emotional reactions among grantees and comemunities abound,
Stakehalder interactioms can help make the best possible “riage” decisions
jnder these conditions.

This paper presents current American perspectives on stakeholder inter-
actiens in philanthropy, organized under five key questions:
- Whaare the stakebulders?
- Why are stakeholder inferactions important?

What meodes of interaction bring stakeholders together?




= What are the human dynamies of these interactions?
= How can these intersctions be improved?

The paper als includes brief descriptions of smkebelder inteciction prtteras
for [aundations in eighs other countries. 1t conchudes with two sets of aalgmest.
ed follow-up actions. The frst i @ plan of action for obtaining simitar per-
spectives an stakehobder interactions from additional countries, and for wea.
ing toggether thess perspectives through international knowledge-sharing and
cooperation. The second is & five-step plan by which a foundation whose staff

o trustes ate feading this paper could conduct a formal or informal “stalke-
halder assessment.”

There is considerable evidence that the interaction pesctices of philanthre-
py need 0 be improved, There are few incentives for interacton—and since
all bEl.I:al.IH.'ltH.l change is built upon incentives, this & a particelasly exitkeal
politt bar improvig intersction patterns. Moreover, making changes in phi-
lanthropy's current system for prosmating stakehlder interactions i difficul,
The system is largely hldden, its: incentive dimensisns poarly undetstood.
and its Infrastructiors minimally developed. For example, the laws and repL:
lationis undeelyng Amerscan foundations emphasize their independensce,
and their right to pperate privately, without compulsory stakehalder invalve-
ment beyond the minimum required o matntain theis fax-enemipl status. Be-
sides, perspectives Fram same other countries on this jssue are given in this
paper.,

Stakrhalder interactions should be aled in part at building social capital
Besides. stakeholder interaction strategies can benefit from synergy with
other great changes sccurring within philanthropy wday, Stakeholder inter-
actions reflect primary thomes ahaur how philanthropy serves the public in-
terest, about the value of philanthropic institutions having a certamn indegen-
dence o pursue thase interests, and about the balance For phalanthropy be-
tween risk-taking and conserving assets held in the public trust. This paper
fecusen an foundations rather than other types of philanthropy, and on the
procesd of stakehobdes interactions, but abvicusly this ernphasis i3 socurting

{4 larger context of rethinking all the various roles phitanithropy plays in
wivil society.

2 Who Are the Stakeholders?

In philanthropy, stakeholder representitives come to the whle to apeak for a
class of other people or srganizations in the commiunlty with a vested interest
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int the outcomies of philanthropic strategy and decision-making, All members
of a community benefit at lesst indirectly from the work of nomprofit organd.
gationg and this Trom the finsilations sthat support themn, In that sense, the
entiee population are stakebiolders of foundations, which after all are crested
thratgh tax exemptions-and in the publi rest. In Ameccan society, founda-
ticns enjoy large degrees of freedom in selecting stabeholders, so long s the

Frundations resources sre nsed i the poblic interest, as defined i its mis-

sion staterment, Al beast 10 major tppes of zlakeholdets- may omne 1o the able

F philantheapy in the United States:

- Phifanthropic insituticns. This category includes other foundatons {private,
corparate, Brmily, community) and their donors, staff and trustees; private,
donor-advised funds (Fidelity, Vanguacd, ete) and therr donors and staff;
and aszociations supporting philanthropy, such as'the Council on Founda-
thoms. [t also includes the frandation's own “internal stakehoiders,” which
may presentsome spectal challenges, such s ow v honor the inent of 2
danor no longer alive,

— Buzinesses: Business cotporations and their staff and beard miembers may
come ta the fmble as fellow fnders e.g., direct corporate phillanthapy
through edsminunily relations, not 4 corporate foundation), or in other
roles—community invaivernent through employees warking s volunteers,
leadership ol of o esiness in the larger commumity as employer o
lamdowier, et

= Crovermment: A thingd class of funders is the federul, state and local govern-
micat agencies tat fund the nonprofit sectoe, and teeir staff and advisers. -
Individunl phdanstropists: There are 700000 individuals with 2 hagh net
worth [§10 millon or mose) i the United States, They do a great deal of
Eivng anmeatly,

— Nonprofit arganizations; Staff and boards of nonprofit organizations that
receive support from phi.lnnthrupg.; fard alse thase that either have not ap-
pliegd for swpport, or have been tumed dowmn for i) are [mpartant stakes
hobders who need 12 be represented.

= Nonprofit. support and intermediory orgenizationn: This category intludes
stafl’ and boards of both nonprofit and for-profit organizations serving and
coordinating the nonprofit sector, mcluding capacity-budlding providers
and local, state and national nooprofl asseciatons, In particular, provider
ofgahszatens that address many aspects of the local nonprofit and grass-
ros cormmunitics can bring that larges pecipective o the table For inpoat
10 Jocal phillanifheopy.

= Public institations: Federal, state and Jocal slected o appainted officials e
an important and often neglected categrory of stakebodders. Their interesis

113



and-ability te contribute may be diflerent from these of the government
agencies ey overse,
Meclizr: [ournaissts and administrators of print and electroric medi orga-
nizations need to have o place a1 the table. especially these covering com:
ity affairs, the ponprofit sector, or philanthropy,

- FPoundalion staff. Their careers and livelihoods depend upon the vision.
values and successful operation of the foundaton that rmploys them

- Service recipienty; Their Lives sre perhaps the most divectly affected by the
audcomes of philanthropic strategy and decisions. Bometimies these stake-
telders are more challenging ke get on board—they may be disenfran-
chized members of the community with fitile positive experience i provid-
ing input 1o decision making or they may have pocess or coseLREUneasen
challenges arising directly from their status of need (sach as people with
spvere disabilites).

her possible stakehalders are scholars o consultants working in philan-
thropy. Similarly, consultants to philanthropy constiute an emerging et of
pertential staketeolders, At beast one networking group, the Northern Califor-
rta Foundation Consultants Group in San Francigon, now exsts, with over
(00 members,

Soretimes stakeholderd can be dentiflied vasily. [n other cases, as with
national foundations coming in communities b do grantetaking where
they heve little direct cordact, st may be difficult to detenmine who the appro-
priate stakeholder groups are and whe should represent them. [o ome cases,
there may be disagrerments within the community about whether a given in-
dividuat legitimately spraks for them, which will need to be resalved through
whiat may be o Gurly delicate community dialogue

3 Why Are Stakehalder Interactions Important?

= I'm.prl.rlp'lrg granbicaking and obher aspects of the bagic phitaptaropic progess;
The ratiomale behind this is that foundations can do beter grantmaking i
they have regular, divect input fom stakeholders about {a) how well the
“mechanics” of grantmaking work—processing of applicant Inquiries and
propesals, commurication and shanng of information about philanthrmopic
process with the cormunity, eted {by the environment in which the
grantmaking is done; and (c) the resubs of grantmaking. The broader the
range of sizkeholders, the more comprebensive the input, the wider the
diversity of “problem analyses™ and suggestions for possible solutons.
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This rationale also zpplics o a fundation's convening function in the
commurity, direct services some grantmaking foundations row provide to
community organizations e g, for nonprofit capacity biilding), and pro.
grams run by operating foundations that may not do any grantmaking
all

farremsing levernge: Stakeholders can increase the effect of philanthropy by
caordinating philanthropic activity with volunteer action, by helping find
sdditional souwces of funding, 2nd keeping projects geing long after o par-
ticular foundation's support has ended.

Increasing acconmtability: Facilitnting stakeholder interactions can help
fonzndaticns deal better with issues of basic accountabliity (e.g., integrity of
the gramtmaking process), as well as the complex questions about the
obligations of sommunity stakeholders and foundations. and how these
can be monibored and improved aver e

Imgprowing transparency: Hand In hand with increasing accountability is
improving the degree of transparent communication of philanthropic
activities, These davs, creative and open strategies for disclosure can help
philanthropy avoid the crisis of confidence in the corporate sector, and in
the nonprofif arena s well,

Facilitating decivion involvement: Stakehobders can help foundations make
gond decisions about where to invest their philanthropic resources, n part
hecause they may have more accurate, up-to-date perceptions of comer-
nity needs, In addition, because philanthropy wses resources held in the
public trust, some people befieve that decision involvement in the disposi-
tion of these resaurces belongs to the public—as represented by key stabe-
holders. '
Imprensing access fo information: Smkeholder interactions can increase the
information on topics of interest available o 3 foundation, and thus its abi-
Lity o share thot information with commonibes,

Trcreasing acoews fo partnerships: Increasingly, success in philanthropic ac
tivity may require parmering wath aother community organizations, incfud-
ing ather foundatons, Effective stakeholder interaction mechanisms can
increase the sbility to identify and develop these parmerships and to sas-
tain thetn aver time

Empasering communitie; Some foundaties have an explicit commitrnestt
w0 increasing the power of community leaders to make and implement de-
cisbonz affecting their commanities. Increasing stakeholder infermcioms
can get stukeholders more involved in the lifo of the community. as they
comne 1o the table to provide mput or help make decizions tor a foundation,

115




4 What Modes of Interaction Ering Stakeholders Together?

- Individual interactions: Foundations cin encoutage stakeholders o imeract
with each other individually. For instance, epportanitics can be created for
trustees o talk with granbess directly.

- Parinerships [including fiosder rollshoratives): Increasingly, the complexities
of change and the opportunity for large-scale intervention make necessary
the developrment of partnerships at different levels, Funder collaboratives,
i which graiimaking resources are poobed b meet some mutbually. de-
citded gnals, exast in many communities today, tor various purposes. They
often have the desiable side-benefit of increasing mieraction among
stakeholders.

- Confererices: Especiplly helpful are mestings that bring different types of
stakeholders togethey: These events have specific learning and informa.
tior-sharing objectives, bul they also offer both structared and unstruc
tured opportanities for atakeholder nteractions,

- Convenings; Foupdations cn gather together stakeholders: for semi-
structured inieractions on communiky prabbems and peids, priovify st
timg, and planning.

= [nternet foundations: |nternet foundations. as well as regronal and national
philanthropic swppert organtzations, are beginning to explore ways that
stabketoldess can be ergaged onlime, with electronic publications and op-
porunities for teedback to current or planned {nitatives.

Finally, to get busy stakieholders to come to the table, it may be helpful m of:
fer an incentive, such as o gathering that provides them with information or
technical assismnce on ophes of interest as well a5 3 chance bo give fopait to
the phitanthropic strategy of the foundation. Stakeholder inferaction is not-a
ope-sinee potion; wdeally, there shodld be g natural *fow” of information and
dialogue between foundation personnel and community stakehalders.

5 What Are the Human Dynamics of These Interactions?

Stakeholder interactions dre human mteructions in which all the complex
elements of communication aod mativation apply. Individual aspeces are n.
ferwoven nol only with group dynamics but also with larger legal, regulatory,
professional, financial and cultural elements. Some important aspects of
these complex human dynamics are listed below:

= Hesponses i changs: If effective philanthropy is about helping muoke change
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happen in copununities, ten stakeholder mferactions also ame about
change, This raizes for sl concerned the fears inberent in change jor n
the prespect af i), These human elements are often the key to success o
failure in any change effort. For instance, nothing more than the “subtls
sabotage of withheld enthusiasm” is necessary b deratl 2 change effort, if
by poople resist the change, Commiinities wilh pegative priot expericnces
with philanthropy may be particulary given 1o foars and resistance. More-
aver, chonge i= likcly to fail unless there are appropoate cewards o
making the change, and unless strategies have been fotlowed for involving
pecple in the community in designing and implementing the change ef.
fort, Last but not beast, the people wha will have to live with the results of
change must be involved in designing the change effort.

Power differensialy; The power imbalance between funder and recipient can
never be tuly eliminated, and the results can range from exploitation, fo
silencing any opposition, o insincere relationships, woan uncomiortable
relationship. Power differentisls are @ccentuated for many feundations
hecanse their denors ave wealthy basiness prople and enfreprensuss who
do not necessarily belivve in particlpatary detmocracy. Maoteover, nonprofii
and comivunliy leadiers have lived so lovig in o world of power imbalinces
thiatthey may tend o interialize due power differenteal and to sct on dris-
intermalized perdeption.

Sizkeholder comflict: Different stakeholders come to the table with soane
times vaetly different and inberentiy conflicting needs. Foundations some.
tirnes find it difficult to determine who in fact fruly represents one or more
companenss of the community teey wish by bring @0 the fable. Scane
authentcition may be peeded, and authentication is-a delicate and fire-*
CONEUTIENG PrOcess, 1
Difficulty of discloring problems: Stakeholder interactions, to be valid, often
reguire discussing challenges or shoricomings' of the foundation amd i3
philanthropic strasegies. This can be difficult given the habdt of foundation
stalland trustees wkeep thedr affairs private {some foundations stll do oot
publish armiund n-pm&], arnd the understandable reluctance to “air dirty
lasindey” in anenvironment where public or media attention may be un-
welecome.

Language differences: There are likely 0 be many language differences be-
tween foundations and thelr varows stakeholders, representing different
perspectives ond traditions, Crossdranslition and clear comminbeation are
the kevs to dialing with these differences.

Craltiral dfifferences: Different racial and ethnic culures; may have difterem
siples and valuen about inferaction, Inferactions with "authority Gguees.”
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for instance, kave different implications in Asian versus Hispanic com-
munities, and both in tam are different from the interaction patterns for
European tradifiosss that rend to dominate philanthropsc institutions.
Foundation staff and board members mevitably are authority Bures
becsuse thay hold the purse strings. so these culiiral differences need to
be taken ks sceoen).

Distinctive culture af philaethropy: There are o varety of elements of the
guiding tradition of foundations that ulect stkehalder interactions. Foun
dations typecally express their missions in vory general wave that are diffi-
cult to gquantify, They look intemally for vallation that they have achieved
their missions. Foundations also have a bong history of desiring 10 be in-
novative, while a1 the same Gime being risk-averse. Some of these traditions
are changing, for example, with the arroval of “venture philanthropy” con-
cepts b the foundation warld—with a greater valuing for performance
meetrics, high levels of interaction with grantess and communities, ek
Besides, donors just startiag up-a Fundation may have special concerns
about stabeholder inclusion. A multistep doner education process may be
needed tohelp thern understand the bedetits of stakebolder interaction,

How Can These Interactions Be Improved?

Beview stakeholder citégores: A spstemanc review can determine whether
any significant stakeholders have been lef out, however inadvertently, As
an exampie, a number of foundations have been warking recently to get
American youth move directly volved in philimthropic activities. They
have created & new feld of “youth philanthropy*—young people are ot
ohly stakehiollers. but alse have indspendent grantmaking mithority sa
that they are truly empowered, They alse learn practical skills For citizen
Inwalvernent in the fubre.

Focuz o the hunman dynamics of interaction: Ackiowledging that these forces
are powerful, and bullding strategies for responding o them, Gan help
to imprave interactton strategies for philanthropic stakeholders. B.g, an
honest discussion abowt power differentials and how to live with themn
creatively (a8 opposed to denying they are there or trying to erase tem)
thay knerease the effectiveness of stakeholder interactions significantly,
Focur gn change: 11 imay be useful to cieate an environment in which the
partickpating stakeholders are encousaged to jointly develop a theory of
changs unilertying whatever strategy the foundation expresses, and to put
philanthropic strategy intn its larger comimurity conex
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= Fovus on corpmnniegtion: [Eis important to-get stabeholbders bo talk 10 each

ather, because commurricatton helps ‘butld healthful intemction patterns
for stakehinlders. There are traditional and new methods foe budiding
communication. Among the traditional approaches are convenings
Among the new methads are town hall-stybe electronic voting technology
and [nrermer-baded strategies,

Focus an limitations of stokcholder interaction approaches ard on risksfside
affeces; |1k bieportant B foundations and all the stakehobders they interuc
with to recogmize that these approaches will not solve all prablermns or wark
i all situatong, Sometimes divect ohseration by “standing on the streed
owner” and getting invelved in communtty life @n provide imput that
mere arganized stakeholder dialogues cannot, 1t is for this reason thal
place-based philanthropy s0 often invalves: foundations putting staff sur
ik fhe commumity,

Thete are also coaty ssanciated with seeking and using stakeholder input 1o
shape the philanthropic process. There iz also an “expectation cost”—ance
commumunitvey have been approached tor this kind of ingat, they will expes
te b invodved in & simalar way b the fetuee, Oped decisions are made
viwite sakeholder inpul these decisions cannot be easily reversed. More.
over, foundations thin bring stabkchelders o the ble need te plan in
achance for the ways in which their input will be recognized and used, Fi
nally, b eviay be difficult o pet cernin kinds of marginalized sabkeholders
tothe able. In some cases; even other community leaders can be pogistani
i Hhedr e lesion if they are seen os dismuptive. 3
In-some Instances, stakebedder nvolvement mmay schially be counterpro-
ductive, Some crisis sinmtions tequiring very fsl responses may simply’
et peemit a lot of stakehelder input. lest paralysis result. And In some
cases, @ funder isintenton impletnenting a philanttiropic strategy tharis at
adda with the vested interests of some stakehollers.

Focus on dhe losg serm: The work of stakeholder invofvement, and of real
systems change in nonprofit organizations and communities, i lngterm
work, and required continuing commitment to change and support for the
commitiment to dooso. There alss needs to be constunt sareeillance 1o
ensure that comritrments 8 dakehelders are maintamed over time, For
these efborts, as for any human endeavas, (b 1 éaay lo“regress tp the
mean” of previows patterns of behavior, without bath external and internal
vigilance.

Focus on direct intenvention! Sometimes the most elfective way 1 promaote
stakeholder interaction i philanthrepy is for a fourdation o bring stake:
halders together for some substantive purpese. Input abmat the mission of
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the foundation, strategy and 5o forth then comes as a by-product of work.
ing together on thiz divect inlervention,

= Focus on stryctieral changes; In the end, some types of change about stake.
holder interaction patterns will accur only if there are significant struchural
changes that encourage or even requise different types of interaction, A
public-health analogy iz seathelt campliance—no hoalth education strategy
works as powerfully as changing the laws so that people are actually given
tickits and pay fines if they don't ie their seathelts,
Focus an the use of asilable guidelines: Both individual foundations and phil.
anthrapic seganizations at the state and national levels have wsued guide-
lines which, among sther things, set foeth hasic standards for stakehobder
interaction, More direct attention o issues of defining stakeholders, “good
practice” Atritegies for mvolving thern, and ways to review and evaluate
that invelvement could Improve the field of philanthropy generally.

= Contribude 1o further study in this aren: Finally, stakeboldes fteraction
strategies in philantropy clearly need further exploration and stdv, A
number of research organizations are engaging in such studies, such as
the Urban Institute’s Center on Nonprofits and Philanthropy, neaderrically
based philanthropy study centers, the Human Intesaction Research Insti-
tute, and others. Some of these research shulies directly sddress elements
of stakehalder interaction, such as 3 current Urhan Institute prEECl 4n
good practices i philanthragpy,
However, a number of specific issues remacn 1o be explored. For example,
a nurber of American foundations now offer direct capsity-building sery-
wes to their grantess or to the nonproflt community at large, thremgh
thelr own hired staff and in-house programs ar the fundation, Stakehol-
der involvemnent |5 needed to address issues such as creating adequate
“firewalls” between the grantmaking and capacity-building service sides of
the foundation, and possibly unfair competition with ather eapacity-
building providers in the community, Finally, research studies on this
topic will need to include an evaluation domponent 1o show how to im-
peove phalanthropic performance,

7 Case Examples

Ta help clarify how same faundations currently approach the challenjies and

apportunities of facilitating stakeholder interactions. three case examples fiol-
Tawe
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7.1 John 5. & James L. Knight Foundation

Most of the Enight Foundation's grantmaking resources now are cof-
centrated on 26 commpnities throughout he United Staws. To enable thas
place-based philanthropy, the feundation has =set up community sdvisery
comimnitess i each of these communities. Stakeholder =tersctions are Fo
cused through the members of these committees, Each committes creates &
philanthropic plan, sets the priorities on which grantmaking will be cone
centrated. and provides baput on which local grant proposals in these priority
areas shald be approved. Field-hased regional representatives work directly
with these committees, with support provided by staf experts in relevant con-
tenit areas based at the foundation's headquarters, StEkeholder interaction has
bewn ivcreased further for Enight through 2 more cancerted effort o work
collabosatively with: business beaders and elected officols in each of these
communities, in 3 coalition in which all three are equal partners.

7.1 New Mexico Community Foundation

The Mew Mexico Community Foundation's philanthropic strategy starts with
the assumption that community foundations lve with the consequences of
grantmiaking in 2 way private foundations do not, because building their asset
bages reguires abtractiog new dorord From e communiey, Thus stakehalder
interaction tmkes on a special imporance, and WMCF has developed o strate-
g get of such activities thatare combined with their grantmaking: {1} regular
convenings of stakeholders throughout the sfate fwhich is lorge geographi-
cally but spacsely populated), (3] peer-learning opportunities through conting:
ing, networks, and (3 collaborative technicd aesistance o grantees and co-
munities that also affords spportunities to the foundation to learn about
stakeholder interests and vilwes, Furthermose, MMOF has developed partoern
ships with larger foundations that use if a8 a3 delivery system for their philan-
theopic resadrces i New Mexico, in parl because of the regalar input re-
ceived through the system above, WMCF also looka periodically at thi effect of
it siakeholder interaction system, and at its costs,

7.3 Annie E. Casey Foundation

The Casey Foundation uses anapproach 1o stakeholder interaction it calls the
“consultetive process,” fiest developed for its Neighborhood Transformation-;
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Family-Developinent Initiative in the mid-1990s. [t invelves 2 series of
focused conversations with diverse audionces: For the initiative, more than
W0 practitisners, funily members, community organizers, business leaders,
Casey grantees, rescarchers and others participated in 24 such sessions be-
tween kate 1996 and the end of 1998, The process was especially designed to
obtuin ingat from people whe are knowledgeable but srdinarily don't have
apportunities to provide input to philanthropy. Stakchelder Input was ob-
tained that the toundatios used to shape its dew 13-community initiative,
faunched in 1994, called “Making Connections.™ A placebased spproach o
philsnthropy has smerged as a result, in which Casey works behind the
seenes 0 encourage local planning and action, including invelvement fom
all eletnents of individual and nstitutional philanthropy.

& Stakeholder Interactions in the Business World

In fag-profit corporations, one class of stakebolder has a legal right 1o cone to
the table; the sharebolder. Bt increasingly, business leaders are setting up
prigrains io get inpul fom smployees, customers, ond residents 6 oam-
miunitics wheee their businesses operate, Recently there have been smme
shifts in the underiying principles by which these interactions see struched
For instance. eatlier ipproaches focused on *controlling” stakeholders. that is.
minimizing opposition o corporate sctions, Now there 15 moee of an em-
phazis on interactive processes in which a mutual exchange is the desired
tauteome—bath for stakeholder input and for efective SO I COMIETILL By
refafions, This, in these curtent approaches 10 stakeholder interoctions, both
arganizational leaders and stakeholders have a role in strategy building,
Severnl emerging stakeholder interictions directed to the busivess cormrmu.
ity may be applicable m philanthropy:

- stakeholderndliance org: A project of the Center for Advancement of Public
Palicy, this group is intended 1o make corporstions responsible 10 all
atukeholders, not just shareholders,

- sakehelderposer.com: A joint project of Walker lufermation and the Couri-
cil an Faundations, this systern for measuring stakeholder interactions in
buginess has been used by 2 number of corporations interested in in-
volving the community seore fully in their corporare philanthropy.

~ wiodong; The World Business Council for Sustalnable Developement co.
ordinates stakeholder dialogues aimed at creating 3 common understand:
ing between stakehiolders in the debste about sustainable development.
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9 International Analysis

Other countries present somewhat diffesent scenariss for stakehalder intergc-
tion than daes the Untted Sapes There are, however, alas many simikarities
The assessments of stakeholder interactions for these country’s foundatsons
are sumrsrized beiefly olow

9.1 Belgium

Stakeholder interactions in Belgium are complicated by the fact that the coun-
try has three official inguages, and now operates in the larger context of the
Evropean Union. Belgian society also has been much inflaemced by waves of
mgration from other parts of the waeld, which have changed the pattern of
stakeholders as well as the values and attitudey they present. The Network of
Belgian Poundatoons, s work group with 10 funders, helps promote stakehiol-
der interactions amang major philanthzepic arganizalions in e ceuentry.

Funiders like the King Baudouin Foundation chease their board to repre:
senl key shakehelder grovps, and Baudouin alse interact with the corporate
cornmiunity a8 part of the portfolio of corporate giving funds it manages. Ser-
vick recipients are queried trough evaluations conducted by foundation pro-
gram offivers, while interactions with policy-makers occur regulacly, 1 share
rformation about what the foundation 15 doing to conteiberte to Belgium and
to Eurape as 3 whole, Furthermore, awards ceremonics brisg together foun-
dation trustees, stafl, donors and grantess for nformal interactions, as do
roitd tabdes organized by foundatiens like King Baudouin, Round tables are
informal meetmgs in the foundation's offices, and they accur a2 all stages of |
ant initmtive (the foundation also hay advisory committess that provide con:
tinuing loput in its major areas of grantmaking), Commuenlestion odours
through Web sites and anmual seports,

9.2 Brazil

As a developing country, Braxdl Is particularly likely to use publicprivate
partnerzhips a3 3 vehicls for organizing change, This makes stakeholder in-
teractions all the more important for the foundations lnvolvesd, especially
when the problem on which the parmership focuses has controversial as-
pects, like citisenship and human nghts. Foundations in the country tend 1o
truw from a wide range of stakeholders for inpus, and wee informal means
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such as local forums, debates in local newspapees or fadio and television pro-
grams, and the Internet, Service clubs and civic arpanizations alsa play a role
in lncreasing participation for stakeholders

The biggest challenge Brazil faces is the gap between rich and posr, Those
whose energies are taken up with the basics of shelter, focd, education and
erpleyment are more difficult o involve as stakeholders because they are
preoccugpied with these needs. Moreover, those wio are Included from the
upper economic reaches aften exclude the poor pepulation from participating
in declsions affecting their lives. Foundations that wish to take stakeholder
interaction seriously need b deal with such larger social phenomena.

9.3 Hong Kong

In Heng Kong, umbrella organizations for bath philanthropy and tastpratits
could help promaote sakebolder interactions, but this i Frastructure does ne
yet exist; However, a series of workshops for nonprofits and grantmakers hays
been beld recently in Hong Kong. As move infrastructuse organizations are
ereated, they can build upon these Initial communications theough additional
workshops and other activities. This will help bo create an experience base and
speaific structures for increasing stakeholder intesactions.

9.4 Indiz

Iiclia does ot yet have 3 national coordinating body either for philanthragy
ar nonprofits. But there is widespread concem that foundations and relaced
philanthropic orgarizstions are not as twansparent o sccountable as they ex
pect their granters to be. In particular, while most phifanthropie institutions
in India address the vast needs of the poor, there 2 very liftle representation

of pour. people in stakeholder activities. As the infrastructure grows, such

challenges of stakeholder involverment will need to be met.

9.5 South Africa

For South Afnica. issues of slakeholder interaction are driven by the fct that
most of its faundations do not have endowments, so they raise funds in the
manner af 3 nonprofit organtzation—and often for 3 particular cause. This
raises specific issues about stakchobder interactions. since people are being
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asked 10 contribute Arancially o the foundation. Additionally, the word
“stakehalder” does not appesr directly in the language of South Africa, where
the nearest equivalent probably is “parmer.” Does the instiution usiag bn-
guage Like this really mean by it 3 relatlossship of some parity and equity? Fi-
nally, unlike Hong Kong and India, there are nfrastructure orpamizatons in
place, such as the South African Nattonal NGO Coalition and Seuthern A7
nican Grantmakess Agsacialion,

4.6 Thailand

There is a long traditlon of individual philanthropy. For 95 percent of the Thai
population. is Buddhist, There are philanthropic organizations and develop-
ment-oriented foundations that are centuries obd and that aperate under the
patrdnage and stewardship of the Thai monarchy. Some fundations do re
quest direct input from various types of stakehalders to guide their sctivities.
The majority of Thai feendations fund their own projects rather than provid.
ing grants to nenprofit organizations or communites, These philanthropic
mstitutions are erbented toward the marglnalized in society. for whom public
serviee delivery either iz nonexistent. or is unable 1o fezch the farpet popula- -
ton Besldes, the general public, nonpeofit organizations and government
agenicies are amongt those called to the table with Thai foundations to provide
stakeholder input.

9.7 United Kingdom

A nunber of funders, such as the Joseph Rowntres Foundation (JRF) and the
lottery-funded Commivnity Fund emphasize the inclusion of stakebiolders
with *lived experience” in the geographical or probletn areas of 2 particular
initiative. The aim Is to combine philanthropy with [ife experience and know-
edge to develop better selutions to intractable sacial problerns. Tn order 1o ask
mare appropriabe questions as well as formulate better solutions, JRF has
prepased an internal thought paper, “Involving People in JRF's Work,” 1w
guide further discussion and sction on this subject. The paper makes it chear
that while the foundztion will ultimately make its own philanthropic ded-
sions, active involvensent of stakeholders Is of critical value in identifying is-
sues. in steening and monitoring the work, and in dissermination and feed:
Lack,

Comvenings or more formalized governance structures are s comman
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method for bringing smkeholders wgether, to shape funding programs, te
ovetsee them sa they progress, and o guide specific pmjacts. Furthermare,
ieformal netwotking through meetings and lunches also i fairly common,
but the internet and conferences are less frequently wsed o bring stake.
helders together In the United Kingdom. Nonetheless, representatives from
business, gevernment, individual desors and policy-makers are not heavily
tnvatved in the stakehalder interaction patterns of most foundations in the
United Kingdom. Nonprofit orgenations and service recipionts, however,
are frequently induded, even for small feundations, Inclusion of the views of
the general public is critical far semi-public funders, <uch as those fundsd by
the natiomal [atery.

9.8 Uruguay

In Vruguay. philantheapy is relatively undeveloped, Some infrastrochure is
heginning bo emerge for nonprofit organizations. which are in this eountry
called civil-saciety erganizations [CSOs). Abaut 70 percent of these now se-
ceive government funding, increasing the ties between the state and civil so-
ciety, A bew businesses provide philanthropic support to these €508, and an
srganization of business people that encourages philanthmpic programs and
social responeibility has recently been Formed. It now serves some 230 enter-
prises in Umuguay, Out of these developements alse may emerge more atten-
fion to stikehalder interacnons i philanthrops.

These eight brief sketches ase indicative of the wide range af circumstances in
ctmmunity, government. nonprofit asganizations and philanthropy from ane
countey to anather. Certalaly the pattern of responses just presented for the

United States does not apply to other countries, as the eamples just cited
make chear,

10 An Approach to Stakeholder Assessment by Foundations

Foundations whoss staff or trustees read this paper may wish to assess what
they do new and what they hawe the potential 1 do in increasing stakeholder
involvement. Formal gaideiines for stakeholder involvernent have vet o be
developed. The following five-step approach may be considered for 2 relatively
inforimal, bt sypstematic. sakeholder sssessment by foundations:

L. Review foundation mission 1o determine whether ot includes specific lan-
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guipe abaut who are the foundation’s legitimate stikcholders and aboui
any processes that ore to be used to involve theem in philanthrapic plamting
zricdd actiorL

2. Review curvént stabeholder involvements such as annual comominity con-.
venirgs, advisory commitiees, of other methods by which various citego-
ries of stakeholders have boen brought o the table, with st eye toward
what kinds of input they've provided and st what level thev've afmied fe, g,
on 8 contbouuwrm froin purely advisory to full decizion-irvolvament in
grantmaking]

1. Evaluate sccomplistunents and shortcomings of current stakehalder in-
yolwement activities,

4. Appraiie pressutes for improvement in stakeholder iovalverment coming
from the: community of anmy other sources (e g, in the cose of hedlth.
conversion foundations, from regulatory . agencies oversecing them),

5. Prepare feport on - stakeholder assesament drawing together what =
learned from the first four steps, for further discussion with stakeholders,
trustees ard stall (this might be done in a few paragraphs for'a small, -
staffed or minimally staffed foundation. o in 2 more detatled written e
port for 3 large fumdation with many types of stakeholders),

If a gignificant number of foundafions began to conduct such assessments,
the segull could be-a relatively fast improvernens in the amount and guality of
stakeholder imolvement in philanthropy. Phulanthrepic assoctatbons could.
hetp by providing platforms for sharing and discussing such asscssments,
When the kinds of maore demiled guidelines for stakeholder trvolvernent

propesed in this paper are available, they could be integrated into these as. I
sessmments—as part of the overall pracess by which those who come o the
table help foundations maprove teeir ability tooeffect change [n comrunities.
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