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Finding a Nonprofit Strategy Consultant:

Guide Summary

"Lots of nonprofit leaders want help with their organization's strategy but a confusing diversity

of consultants all claim to be 'strategic. So we created a guide that explains the different things

'strategy consultants' do, the issues they address, and when each is the right fit for what you

Top 3 Reasons for a
Strategy Update

need now. We hope this will help you find the best fit for you."

Ben Mahnke, Room40 Group Founder

Read the full guide for free at room40group.com/downloads

Strategy is about making the best
possible decision regarding what to
focus on with your limited time and
money and why that's better than the
alternatives.

If you need help...

Developing a donor base and prospect pipeline
Understanding how to raise more philanthropic
revenue

Embarking on a larger, more complex campaign

Understanding what's working well and what
could improve

Clarifying and improving decision making
Improving team performance and efficiency
Aligning organizational, team and individual goals,
targets and metrics

Clarifying roles and improving processes

Benchmarking and learning from peers and
competitors

Sizing and understanding the external
opportunity for greater revenue or impact
Prioritizing opportunities for growth
Understanding in more detail those you serve

Understanding the economics of your
organization as it is, and as it could be

Organizing staffing capacity, costs or structure for
maximum impact and sustainability

Prioritizing internal improvements based on the
greatest return

Help with implementation and making this
happen

Understand your talent needs
Assisting with the hiring process
Recruiting top talent

Writing job descriptions

Get the FREE Full Guide at:
room40group.com/downloads

O You'd like your organization to raise more money.

@ You'd like your organization to have more impact.

You'd like the talent in your organization to work
together more effectively & efficiently.

Look for consultants who do:

Fundraising, Campaigns &
Revenue Analysis
They help development staff, improve processes,
introduce better practices, identify and qualify
prospects and foundations, and more.

Organizational Effectiveness

They'll help you identify opportunities and
changes that will enhance performance or
revenue.

Peer & Market Analysis

Find out what is important about the world

outside and around your organization.

Internal Analysis

They'll help you understand and act on the
highest-return ways your organization can
improve

Talent & Executive Search

A neutral party takes over the hiring process to the
extent that your organization desires.
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Introduction

So— you’ve taken a look at the work your organization is doing and think
there is room for improvement.

Perhaps you want to grow your impact, but staffing is tight? Maybe it feels like you could
be generating more revenue, but from where? Or you have big plans for the future but
aren’t sure about that first step. For any of these reasons, you could use a hand from
someone who can help you see a bit more of the path.

When people go looking for a strategy consultant, they often want to achieve one (or
more) of three outcomes:

* They want their organization to raise more money
* They want their organization to have more impact

* They want the talent in their organization to work well together

Most strategy consulting engagements seek to accomplish some combination of these
things.
40

I

When it comes to how you achieve these three outcomes, there is good news and bad
news.

The bad news is: there will always be more things worth doing than you can possibly
tackle with the limited time, information, and money you have on hand. The good news
is: not everything is equally worth doing. Strategy is about making the best possible
decision about what to focus your limited capacity on and why, given all the known
alternatives. Your strategy should address what you’re going to prioritize, how you are
going to do it, and how confident you are about the different things that need to
happen.

ON
etONC g,

& ® A BETTER WAY
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With that in mind, we have observed that people and firms offering ‘strategic’ assistance
to nonprofit organizations usually offer some combination of the following five kinds of
services:

1. Fundraising, Campaigns & Revenue Analysis
. Organizational Effectiveness

. Peer & Market Analysis

A W N

. Internal Analysis

5. Talent & Executive Search

These services are very different from each other, but they all can be part of a ‘strategic’
engagement. To help you decide which you’d benefit most from, we’ve included
descriptions of each of these services and what they assist their clients with in this first
section.

Once you have clarity about which combination of these five services you’d most benefit
from, you’re in a solid position to consider the specific firms that do them well.

Looking around, however, you’ll likely find that there is still a fair amount of diversity in
the kinds of people you could hire to help you out.

So, in addition to the first section of this guide that describes the five services listed
above, we have included a second section that suggests four additional characteristics of
consultants and consulting firms.

Here are those characteristics which we’ll explain in more detail:

A. The and that the people at the firm
bring with them,

B. The the firm has with stakeholders that are
important to you,

C. How aligned their and are to yours,
D. How much they have to work in the way
you prefer

Put your preferred list of services and characteristics

together and you’ll be a long way towards &
identifying the right people to work with. C
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Why Write This Guide?

Before starting The Room40 Group at a dining room table, the
founders spent many years as nonprofit executives— often
overworked, isolated from our peers at other organizations,
pulled in multiple directions by competing priorities, crises,
and opportunities.

We know the last thing you and other nonprofit leaders
probably need is to add the burden of a consultant search to
your plate.

Earlier in our careers, we also spent many years at large
strategy consulting firms like Arthur D. Little and The
Bridgespan Group. We’ve seen consulting engagements that
were good fits for what the client really needed and
engagements that were less so. We wrote this guide to help
you make informed decisions about the kind of strategic
assistance you’d most benefit from. And to help identify the
people who can best help you out.

T B

Ben Mahnke

Co-founder of The Room40 Group
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1. Fundraising, Campaigns
and Revenue Analysis

The consultants who provide this service seek to improve how much money
nonprofits raise-- both for operations and large campaigns. They help
development staff, improve processes, identify and qualify prospects and

foundations, and more.

A consulting engagements supporting fundraising, campaigns, and revenue analysis are
different yet often complementary in the ways they help nonprofits raise money. The

table below explains what we mean by each.

Fundraising, Campaigns

What gets improved?

Fundraising consultants will help you
develop a blueprint of a campaign and
then assist in its execution. You'll receive
direction on how to expand your donor
base and pipeline. You'll gain the
confidence to embark on larger, more
complex development campaigns.

Examples of services and deliverables:

Prospect profiling, database optimization,
wealth screening and analysis, fundraising
metrics, grant writing, feasibility studies,
campaign planning, annual giving
assessments, major gift plans, post-
campaign assessment, event
management and implementation, digital
campaigns, CRM management, cultivation
and solicitation strategies, operational
assessment, and interim staffing.
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Revenue Analysis

Depending on how you scope the
engagement, you’ll understand how much
money you could raise, from
whom/where, how best to raise it, and/or
what kind of staffing and other resources
are needed to pull this off.

Analysis of existing revenue-raising
activities, the external potential of
philanthropic giving in different
geographies, benchmarking how much
similar organizations raise, assessment of
current or potential fee revenue / earned
income, return on investment, revenue
per FTE benchmarking, prospect research,
and implementation planning.



Revenue Analysis Example

Sample Findings

Predicted Analysis: We can raise $zz million more across the top 50 markets

Peer Analysis Summary

Potential (predicted revenue) = $XXX
million

(sum the predicted values for top 50 markets)

Client philanthropic revenue = Syyy
millien

(sum the red dots for top 50 markets)

Opportunity = 5z
million

(potential minus client)

Philanthropic Revenue ($M)

Room40 Group

The graph above
shows one type of
analysis you would

expect from a
Revenue Analysis
engagement
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Regression line “predicts” revenue
based on market size

San Antonio is above the
predicted line, indicating we are at
potential

Cleveland is $2.0 million below
the predicted line, indicating
opportunity!

Market size alone "explains” 72%
of the variation in revenue, with a
The slope is steeper than almost p-value of .0001 (that's good)

all peers indicating we raise more
per size of market!

Philanthropic Market ($M)

For larger engagements such as a capital
campaign, the consultant might embed in the
nonprofit for months or years at a time. A
number of fundraising consultants come out of
some of the largest nonprofits (e.g. large
universities, museums, and certain hospitals)
where they were part of raising hundreds of
millions in philanthropy. Part of their value
proposition is bringing to their clients the
professional best practices they learned and
implemented earlier in their careers.

The kind of Revenue Analysis shown here often
happens ‘upstream’ of capital campaigns. The
Room40 Group helps nonprofits with how
fundraising fits into the larger revenue strategy. A
fundraising campaign consultant might then come
in and assist with the implementation.



2. Organizational Effectiveness

Identifying the strengths and challenges of how the talent within an
organization works together that surface ways to help the team be more
effective or efficient

What gets improved?

At the end of an Organizational Effectiveness engagement, key stakeholders should work
together more smoothly and efficiently because everyone is clear on each other's roles
and processes are established to facilitate effective teamwork.

Examples of types of services and deliverables:

Recommendations on organizational structure, governance structure, team roles and
responsibilities, performance measurement, updated and more precise job
roles/descriptions, decision-making resources, building culture and values, and
improved processes and policies.

Many strategy consultants offer team building and facilitation, along with organizational
effectiveness.

RAPID: A framework for decision roles Just like it sounds, you can hire
someone to facilitate

Recommend > Agree (Veto) > Perform > Inform > Decide / dlscusslons arou nd Worklng

together. This could be at your

= Make + Agree with the Implements the *+ Provide input Makes the

recommendations  decision being decision once valuable relevant H BYYH
to the decider made or escalate made expertise, decision and Offlce Or a Company Wlde retreat
cather disagreement to J— experience, or commits the . ,

. and + Accountable for
esone e prolong the making the nformation o arganization off-site somewhere. We’ve done
relevant facts, :w;wjr.r‘\‘. decision happen HIE TR - .
D UL s e oo thesein warehouses, hotels,
nformers mportant role &""’Ia": h"D“"h”' before the accountability k d

LT weehemaw RO (ror oy o coworking space rented rooms,

) issues of decider)

appropriate . . . .
e st 1oL sl a zen dojo, and one time: Disney
amang compliance .
lermaties World! Some consultants will

take care of logistics for you.

The Roomd0 Group

The most significant benefit is you have a neutral third party to manage the process and
any challenging conversations.

The slide shown here illustrates the five groups of people involved in a decision-making
process and the role they play. When used well, the tool creates accountability, allows
power to be shared within boundaries that are understood in advance and makes
explicit who is involved in a way that lets people focus on the right things. After using
this framework for making critical decisions during the engagement, our clients can add
this to the toolkit they use to solve problems and effectively run their organization.
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3. Peer & Market Analysis

Both Peer & Market Analysis (also sometimes called External Analysis) help
you understand what is important about the world outside and around
your organization

The goal of both is to better understand the external opportunities at this time, how
you might address them, and where to have the most impact.

Market Analysis will help you gain clarity of where you might serve more beneficiaries,
which channels or potential partners might best give you access to them, and what the
tradeoffs of a narrow or wide approach might be. With empirical evidence, you can gain
a confident understanding of where you should focus and why, which you can then plan

around and communicate internally and externally.

Peer Analysis helps you avoid reinventing the wheel by investigating how other

organizations have addressed the challenges you now face. Trial and error is sometimes

expensive and often a time-consuming way to learn. Peer Analysis helps you avoid
certain potholes by talking to people who have been down that road before.

Peer Analysis

What gets improved?

You can see clearly where and how others
have been successful as well as what they
found challenging. You can make an
intentional decision on whether to follow
or strike out on a different path. Rather
than trial-and-error you can make
decisions knowing their likely risks and
rewards.

Examples of services and deliverables:

Benchmarking, key differentiators, expert
and researcher interviews, peer
interviews, secondary literature reviews,
program comparisons, revenue
approaches, recommendations and
implementation plans.

Market Analysis

You gain increased insight, and therefore
confidence, about the important things to
know about the environment your
organization operates in, the people it’s
trying to serve, and the best partners and
channels to reach them through. This
makes decision-making easier and moves
you from hesitancy to action.

Market segmentation, market trends,
market growth rates, what it takes to be
successful in this market, potential
partners and channels, beneficiary
demographics, beneficiary geographic
concentration and distribution.
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Market Analysis Example

Here’s an example from an
early page of a larger market
analysis we conducted for a
client. It shows the
concentration and
geographical distribution of
beneficiaries our client was
trying to reach. With it, they
accurately identified which
schools and districts to
approach, which other
organizations to partner
with, where to locate offices,
and they raised the money to
pay for it all.

Vulnerable preschool children are geographically concentrated

+ Map shows distribution
of the 14,668
preschool students on
Free & Reduced Lunch

® in Colorado, based on
X the physical address of
* the school they attend
+ Circle size

corresponds to the
number of vulnerable
students in the school

b (larger = more
students)
. * The color shade of the
° L] circle corresponds to
[ ] the relative proportion

of F&RL students in
the school (darker = a
larger % of F&RL
students)

Note: The number of projected uinerable preschoolers at school locations shown ranges from 1 to 341; The proportion of F&RL students at
school locations shown ranges from 1.5% to 99.6%; Some public preschools tracked by CO DOE operate classrooms at multiple locations

in the same zip code
Source: Colorado Department of Education

The Room40 Group

Peer Analysis Example

Benchmarking over a dozen other membership organizations suggests

two general strategies to learn from

$500,000

$6.000
5
2
E
H
E
£
Iy 4,000
2
2
H
=
i
3
E Client it
2,000 et mos
2 recent fiscal year Membership orgs
+ . securing more
£ members
5
&
&
400 600

Number of Member Organizations

urce: Data was collected from organization's most recent 990 forms and membership nuMmbers reported on their website

The Room40 Group

Finding a Nonprofit Strategy Consultant

This example of peer
benchmarking revealed two
successful strategies others
in their field had used to
solve the problem our client
faced. By interviewing and
collecting data from and on
their peers, we were able to
identify the likely
consequences for this
nonprofit if they decided to
grow using either of these
approaches.

| www.room40group.com 11



4. Internal Analysis

Internal Analysis assesses an organization’s current functioning and what it

would take to successfully increase its impact.

Internal Analysis often involves looking at what’s needed to effectively deliver the
organization’s programs, the staff and systems capacity/utilization/bottlenecks, and the

economics (cost/revenue drivers) of getting the work done.

Good Internal Analysis will review these things both as they are and as they might be,
with an eye towards helping leadership understand the consequences of the decisions

they might make.

While the subject and emphasis of this analysis can change from one organization to the
next— depending on their situation and circumstances— the process of useful Internal

Analysis often follows a familiar pattern:

1. Understanding what’s true and important about the work as it has been

2. Understanding the costs and benefits, and cause-and-effect, of different ways the

organization might change

3. Prioritizing which improvements to start with, and why

4. Helping with the implementation and operationalization of all this

Three examples of common kinds of Internal Analysis include:

Program assessment

Understanding of how the
organization’s programs
have impact, where and
what you place your focus
on, tools for
communicating the future
of the organization to
others

Finding a Nonprofit Strategy Consultant | www.room40group.com

Staffing

Report on what positions,
teams, skills and assets are
needed to be successful,
staffing capacity models,
staffing cost models

Economics

Cost modeling, profitability
by functional area, pro
forma financials, and
understanding of what the
best options are for
securing revenue

12



Internal Analysis Example

Once fully staffed, Organization’s staff had capacity to support ~1000
projects last year, or ~110 per staff member

+ Average + Total « Average of
30% of capacity of ~3 hours
time ~2,800 to support Capacity to
supporting = hours last == projects support ~931
projects year to projects
support
projects
* Average + Total « Average of
§O% of capacity of 2.1 hours Capacity to
time ~6,160 to support support
supporting = hours last =——» Team 2 ~1.075
projects year to cities 2
support * Average of R
projects 3.7 hours
to support
national
staff
Note: Capacity projection assumes that Team 1 projects are sourced at max ulilization from Team 2 cities and nationally in the same proportion as last year's acluals

(50% from each); Capacity projection assumes that 50% of are “low touch” and 50% represent all other profiles.

The Room40 Group

A question many nonprofits wrestle with is “How many Full-Time Equivalents (FTEs), and
in what roles, would allow us to have the most impact?”

In the above example, Room40 was able to estimate the amount of program work
(“projects”) two of our client’s teams could complete based on current practices. The
analysis revealed that the first team, despite being larger, was about to hit the limit of
what it could accomplish. Effective growth would be stalled unless something changed
about how the work was done.

Finding a Nonprofit Strategy Consultant | www.room40group.com 13



5. Talent & Executive Search

A neutral party takes over the hiring process to the extent that the

organization desires

For our purposes, talent searches can be broken down into two phases. First, the
consultants will work with you to clarify the organization’s talent strategy - this is the
strategic part! This first stage, while often briefer than the second, is critical for ensuring
you find candidates that align with the organization’s objectives, challenges, culture, and

values. The second phase of a talent search involves attracting, assessing, and hiring.

Mission-critical ~ Often
positions concentratedin a
few key functions

Core positions Often majority of

the organization

Additional
positions

Often small
percentof the
organization

The Room40 Group

Hiring the right people for mission-critical positions will significantly
increase the organization’s impact and overall performance

Strategic impact

Performance variability

Toptalent hard to attract and retain

Create wealth / impact

Mistakes and missed opportunities are costly
Poor performance is immediately detected
Not determined by hierarchy

Support mission-critical positions

Mistakes can destroy wealth / impact

Hiring mistakes easily remedied

Specific processes or procedures must be followed
Performance heyond meeting the standard has
little value

Joblevel is the best predictor of compensation

Less economic/ missionimpact
Mistakes not costly

Hiring mistakes easily remedied

Poor perfoermance often tolerated

Little discretion

Market is best predictor of compensation

The Room40 Group has used
the “mission critical”
framework to guide client
conversations about talent
strategy. Mission-critical
positions are those that have
a dramatic effect on the
overall performance of an
organization. Identifying the
mission-critical positions for
a particular organization
helps managers focus their
time and resources on hiring
the best people for key
positions.

Executive search firms have the experience and networks to effectively communicate

your organization’s unique brand and the specific position so that you attract high

quality talent. Executives' time is freed up because a third party becomes responsible for

the brunt of the work involved with hiring someone. Some companies offer services to

support onboarding with the goal of improving employee retention.

Additional Examples include:

A report about the status of the organization ‘as is’. An effective talent strategy. A clear

job description and timeline. Managed interviews, advertisement. Networks with access
to high quality candidates. Identifying and screening candidates, while providing updates
to the organization's hiring committee. Post-hire integration.

Finding a Nonprofit Strategy Consultant | www.room40group.com 14




After identifying the specific consulting service you are seeking, you still
need to find an actual consultant

AR Organizational Experience & .
Revenue . . Reputation
. Effectiveness Expertise
Analysis Talent &
Executive
Search
Peer & Market Internal Culture & Flexibilit
Analysis Analysis Values ¥

We believe four characteristics are particularly relevant to that research. In the next
section, we include a few guiding questions along with examples and options to direct
your decision-making process.

Fundraising &
Revenue
Analysis

Organizational
Effectiveness

Peer & Market
Analysis

Internal
Analysis

Talent &

Executive
Search

Experience &

] Ri i
Berie eputation
Culture & T

Values Flexibility

Finding a Nonprofit Strategy Consultant | www.room40group.com
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Consider what kind of experience a consultant should have to be able to
address your organization’s needs. What is necessary and what is just nice
to have? Take a moment to think about the following questions to better
guide your search:

How significant is the consultant’s professional background to you or your search team?
For example: Does the consulting company hire people who have previously led
nonprofits? Do they conduct research in your industry? Does the company hire
graduates with specific academic backgrounds or graduate degrees? Do the consultants
have firsthand experience working in your sector? Let’s say you are seeking advice on
implementing new technology in classrooms, would it be helpful to have someone on
the consulting team who is a former teacher?

What sorts of organizations has the
company served? What problems have they
focused on solving? Does the company
STRATEGY seem to have a “specialty” or focus area?

While some strategy consultants are
generalists, many come with expertise in

0 specific parts of the nonprofit sector. Some
may be well qualified for international
development work, while others may have
spent their years focused on health care in
the US.

We suggest you reflect on the types of experiences that are most relevant to your
organization at this moment in time. Then consider the kinds of expertise that will be
most useful in tackling the challenges you face.
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Going with the most prominent name is one option, but it's far from a
guarantee you'll be happy with the results

Instead, look at the reputation a consultant has with their past clients and other
stakeholders important to your organization. Unless they are just getting started,
consultants should be able to provide references and ideally be known in your field. The
easiest way to learn if the client got what they were looking for and if they would hire
them again is to ask. How smooth was it to implement the recommendations? How
much did the consultants’ work benefit them once the engagement was over?

You may be working with this team for many months so how they do their
work is just as important as what job they do

Mid-engagement is not a great time to find out there’s a mismatch in values! Investigate
how the consultant approaches conflicts, setbacks, or the general unpredictability innate
to problem-solving. Do they fundamentally care about the same things that you and
your team do?

Some consulting companies offer clients standardized services while others
are more customized

A one-size-fits-all approach may be more predictable but might not take all your needs
into account. It can be difficult to determine how flexible a company is without speaking
to them. In conversations, most will be upfront about whether they use specific
methods and analysis every time regardless of the client or if they are comfortable
wading through uncertainty to find the best fit for your organization’s needs. Also, how
much can they tailor the timing of their work to your calendar?
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How much help do you need?

A key question to ask yourself is: what ‘dosage’ of consulting do you need?

This could range from an occasional phone call with a trusted advisor to full-time
embedded staffing. Consider as part of this: what amount and kind of assistance can
your organization manage and act on?

As you probably already know, consultants and the project they initiate will need to be

managed. To maximize the benefits of whoever you hire, be honest with yourself about
how much time you and your team can dedicate to this project and to implement their

recommendations after they’ve moved on.

likely the smallest
dosage you could seek.
The consultant and
executive (or small
team) decide how
frequently to speak
and what the content
of the conversations is.
Executive coaches
usually don’t produce
deliverables. Instead,
they listen to the
challenges you are
facing and offer ideas
based on their
experience. Services
range from establishing
goals, structured
problem solving,
accountability, help
with supervision and
leadership, and general
advice.

You can also hire an

This is
often a solo operator
who specializes in a
particular type of
consulting and will
produce deliverables.
Their services tend to
be at a lower price
point because they
have minimal
overhead. In the
nonprofit sector, many
of these are former
Executive Directors
with their share of
educational and/or
amusing war stories.

In between solo
operators and large
consulting teams are
small teams.

of 2-3 people
usually means a lower
price tag than larger
teams. Often each
team member
dedicates 30-50% of
their time to your
organization
throughout an
engagement which can
run 3-6 months. A topic
is more likely to be
addressed with a 10-
20-page PowerPoint
deck instead of an 80-
100-page deck.

There are also

of 4-
5. This size team may
work at a firm that
specializes in nonprofit
strategy consulting or a
corporate consulting
company that offers
pro bono services. As
part of a large team,
each member may
dedicate 50% of their
time to your
organization with
engagements that can
span from 6 months to
ayear. The larger team
and time frame means
a larger price tag.

The most involved consulting available is embedded or interim staffing. Companies

provide employees to work temporarily at your organization. If you need significant help

in the short term with day-to-day operations, this can be a good option as you will get
100% of an experienced individual’s time.

Finding a Nonprofit Strategy Consultant | www.room40group.com
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The people who wrote this thing:
About The Room40 Group

Thanks for reading our guide to “Finding a Nonprofit Strategy Consultant”!
The Room40 Group is a consulting and advisory group that works with the leadership of
nonprofits to help organizations improve, grow, and change. We were founded by Ben
Mahnke and George Chu, experienced nonprofit executives and strategy consultants.
We took our inspiration from a real place, created during World War I, to understand
how to use intelligence to make better decisions, faster. Like its namesake, Room40 is a
place where talented, nonprofit leaders — our clients and peers — come together to
analyze data, uncover meaning, and progress toward a greater good.

The combination of the strategy consulting skillset and executive experience enables us
to focus on the key questions quickly, zero in on the relevant data, and use established
relationships for important benchmarking. The result is the ability to generate insights
and inform decisions faster.

Fundraising & L i
uncraising Organizational Experience & .
Revenue N . Reputation
. Effectiveness Expertise
Analysis Talent &
Executive
Search
Peer & Market Internal el & Flexibility
Analysis Analysis Values

Here at the Room40 Group, we help nonprofits identify and implement the right
decisions and direction for them, using

* Revenue Analysis,

* Organizational Effectiveness analysis
* Peer & Market Analysis, and

* Internal Analysis

We also have a large supply of cute pictures of our dogs and kids. Sometimes both.
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Final Thoughts

Here at Room40, we believe in helping nonprofits confidently
change the world and make better decisions, faster.

We hope we’ve helped you gain clarity on what you want from
a strategy consultant.

We believe in your potential to change things for the better
more than almost anything in this deeply flawed but lovable
world. And just as the world deserves people like you, you
deserve to have that work made easier.

Good luck—we’re pulling for you!

What did you find useful and effective about this guide? What
did it get wrong or is missing? We’d like to make the next
version better, and would love to hear your thoughts on how
to do that.

Please contact us at: info@room40group.com

If you are looking for additional resources, ruminations, and
occasional cute dog pictures check out the blog on our website
at room40group.com
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