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PURPOSE OF THIS E-BOOK

Like many businesses, not-for-profits (NFPs) often have trouble breaking out of old habits, seizing opportunities
to innovate and itmprove how they work. In today's dynamic world in which digital channels are opening up
endless new possibilities, organisations need to continuously reassess their business model and governance

structures to ensure they are meeting their customers’ changing needs.’
(WACOSS Emerging Issues Report 2016)

The purpose of this eBook is to support and empower Boards in the NFP sector to make innovation
an explicit strategic priority. In this eBook, we provide a diagnosis of the trends, enablers and barriers
atfecting innovation, followed by an innovation scorecard against which Boards can measure their
current strategy. Two case studies highlighting innovative practices in NFPs are also included.

INNOVATION




DEFINITIONS

GETTING ON THE SAME PAGE

Below are our working definitions of the terms “innovation” and “governance”. Innovation itself is
such a broad concept that could mean different things in different organisations. These definitions
are not final and we believe it is important for Boards to get a common understanding, or ‘get on
the same page’ in their understanding on what these mean for their organisation.

INNOVATION
Innovation generally refers to changing
processes or creating more effective processes,
products and ideas. This could mean
implementing new ideas, creating dynamic
products or improving existing services.
Innovation does not only mean inventing - it
can mean changing a business model and
adapting to changes in an environment to
deliver better products or services.
(Commonwealth Government Department of
Industry, Innovation and Science)

CORPORATE GOVERNANCE
Corporate governance refers to the
systems and processes put in place to
control and monitor — or ‘govern’ — an
organisation. Good governance is
embedded in the good behaviour and the
good judgement of those who are charged
with running an organisation.

(AICD Good Governance Principles and

INNOVATION
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FUTURE FOCUS

WHAT WILL THE NEXT 20 YEARS IN THE NEFP
SECTOR LOOK LIKE?

In order for organisations to have a vision for innovation and to successtully innovate, they require

desire and an impetus for change. This can come from consideration of what the future may look like.

What will the NFP sector look like in 5, 10, 15 years, and what do Boards need to consider to provide
strong leadership and governance to meet future challenges?

e Ageing population e Reduction in government related funding

e Technology changes and focus on requiring income stream diversification
platforms e Stronger, larger and more collaborative

e Growing middle class and changing social networks to deliver services
structures e A increasing demand to be more

o Partisan political parties responsive to the consumer

e Private and interstate entities competing o A shift from competitor to collaborator -
for contracts ‘cross-industry hubs’

e Big data provides entities with more e Investment in evaluation and
information on clients than ever before measurement systems

You have to plan for multiple futures right now'- Beth Comstock, GE
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S SECTOR TRENDS

Investment 1n

measurement

and evaluation
of outcomes

More investment
and focus
required for

strategies and
tools to
accurately
evaluate and

measure
outcomes and
impact of service

e.g., business
intelligence tools,
analysis, independent
evaluation

Scale and
alliance
forming

There is a
push to form
alliances
between NFPs
to reduce the
number of
contracts.

e.g., partnerships,
collective impact

projects, alliances,

mergers and
acquisitions

Need to

diversity
funding
models

Government and
other entities are
providing less
grant funding
and there is a
need to become
more financially
independent.

e.g., fee for service,
imnovative
fundraising
initiatives, outcomes
based contracts

More
Investment in
technology

The changing
landscape
requires more
sophisticated
technology to
better understand
clients and
outcomes.

e.g., data analytics
technology, client
management tools,

hand held devices,
business intelligence

Reassessment
of risk
appetite

Many Boards are
NOW reassessing
their risk
appetite and
governance
structures as part
of their strategic
planning, or by
an external

audit.

e.g.,annual
assessments,
independent audits,
evaluation, self
reflection




Innovation s everyone s

’_‘ responsibility
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S ENABLERS

Strategic planning is more important than ever and strategic plans require regular
review at least once a year' - Angie Paskevicius, Holyoake

Culture

Fostering a
culture of agility
and continuous
improvement -

one that is

responsive to the
changes in the
sector.
Embedding a
strong focus on
people to drive a
nimble, flexible
and forward
thinking culture.

Strategy

A commitment
to a clear
definition of
roles,
responsibilities
and expectations
around the
Innovation
process.
Enabling and
empowering
staff with time
and resources to
Innovate.

Risk taking

A commitment to
take measured
risks, such as
leveraging capital
and balance
sheets,
prototyping,
piloting and
recruiting a CEO

with a track record

of innovative
practice.

Technology

Harnessing digital
and technological
tools. Investing in
business
intelligence, real
time and well
coded data for
timely evaluation,
measurement,
decision making
and responding to
opportunities and
threats.

Collaboration

Collaborating to
achieve greater
outcomes and
maximise
opportunity to
create the
greatest social
impact.
Investment in
strong networks
to keep engaged
with the sector
trends.

INNOVATION




Perceived Loss of touch Lack of time Funding Risk aversion
governance with client and financial structures
and needs resources

forecasting
blockers

Lack of strategic Funding An unclear

Many board Organisations

V)
a
Ll
I
M members may need to forecast such as structures (e.g., position or
z be overly engage with long term government aversion to risk
concerned their clients, financial contracts) may creates a weak
< about breaching the relevant planning may be | | require specific platform to
m their legal people and the a disabler to outcomes or enable
duties and system. innovation due forced alliances, | | responsiveness
m regulations. to lack of which may and
capacity and conilict with the innovation.
resources. organisation's
‘They need to understand the clients they direction or
serve and use design thinking to combine values.
this with commercial acumen to build
innovative solutions’

- Ben Hawthorn, RUAH INNOVATION




INNOVATION AUDIT TOOL

The following tool can be used by Boards to assess where they are positioned in the spectrum of innovation governance.
The assessment is based on a series of articles written by Jean-Phillipe Deschamps for the InnovationManagement.se

Needs Attention

Your situation

Leading

No innovation strategy exists.

Innovation strategy exists and is linked to business strategy and is embedded in
operational planning. Effectiveness and return on investment measurements in place.

Board agenda does not include innovation issues.

Innovation is a regular and open agenda item in board meetings. It is a key item in the
annual strategy planning.

Current governance model largely ineffective and hinders
innovation outcomes.

A review of the governance model adopted shows current model is effective in
achieving innovation strategies. Innovation strategies are clearly communicated and
high level of commitment and engagement by management.

Board is aware of new products or services being developed
but are not curious and do not necessarily review these.

Board is curious about, and regularly reviews new products or services developed in
particular those that are “game-changers” and “client-centered”. If necessary, Board
reviews risky projects in the presence of leaders and innovators.

Risk focus tends to be on financial, environmental and
regulatory risks only. Only large projects with significant
investment and change in technology are reviewed and
discussed.

Regular review and discussion of the organisation's innovation risk. Review not limited
to project and technology uncertainties but also of the market environment and
appetite for disruption in service and product offerings.

No clear KPI's linked to innovation on management/CEQ
performance.

Meaningful and clearly measurable goals are in place for innovation. Management
team and CEO are clear on these goals.

Innovation culture and capability not usually considered when

considering new CEQ nomination or composition of key
management team.

Capabilities of new CEO and key management team critically assessed to match the
organisation’s innovation strategy requirements.

Board requires significant education on innovation or increase

in diversity in innovation experience.

Board is diverse and has strong innovation knowledge and actively contributes to the
opportunities and risks of the organisation’s innovation performance.

~ There can be several models for innovation governance. Refer to articles '9 Different Models in use for Innovation Governance' and Tmperatives for an Effective Innovation
Governance System ' written by Jean-Phillipe Deschamps.




Case Studzies
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Case Stuay 1
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Tom Tolchard
General Manager Impact & Innovation

BACKGROUND OF FOUNDATION HOUSING

Foundation Housing is one of WA’s largest developers and managers of
social and affordable housing for people in need. It is a highly effective
not-for-profit business that is a registered Housing Authority Growth
Provider that manages over 2000 homes across the state, housing around
3500 people.

Established in 2006 following the merger of three smaller community
housing providers, the organisation has continued to evolve thanks to a
commitment to investing in technology and improving management
systems. There has been a strong emphasis on building a strong staffing
unit and also a cultural leaders program to ensure every staff member is

aligned to the organisation’s values and direction . Their business is
/\ : focussed on a strategy that seeks to impact demand by ‘getting more out
i foundatlonLd what you have’. As a business they have positioned themselves to be
t

open to opportunities such as asset transfers and have a risk appetite that
has seen them emerge as leaders in their sector.
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DRIVERS

What are some of the drivers, e Viewing the organisation as part of a system

enablers and barriers to innovation

organisations should consitder?

ENABLERS

e Supporting innovation from the ground up

e« Technology and business intelligence used to make
hard data easy to use in measurement, evaluation and
decision making

A Board who cares and stays curious about what the
organisation is doing

A deep trust between Board and management

Having the financial capacity to allow trial and error
Creation of high impact partnerships

A deep understanding of what the organisation do and
don’t do and why they exist

A shift to a human centred model, and a commitment
to a holistic approach in partnership with other
services to address the root cause

Future focus and proofing

Willingness to move, change and lead the sector

Clear theory of change with measureable outcomes

Culture of continuous improvement

Commitment to solving social problems and becoming obsolete

BARRIERS

Government reporting requirements

Distrust and unclear purpose between
relationships

Reluctance to do things differently

Negativity towards the word “innovation” and
difficulty in understanding the concept
Personal bias about own ability and programs is
a barrier and requires peer review

Making assumptions about people, problems and
causes

Wrongly attributing success to the organisation
Considering change or reinvention as ‘too hard’
Tendency to avoid hard conversations



Case Study 2
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Jill Jamieson
Board Director - Rise

John Sobolewsk1
Deputy Chatr - Rise Community Network

BACKGROUND OF RISE

Rise is a provider of proactive, highly personalised solutions
in the community. Its focus is on people with a disability,
youth at risk, people with a mental health issue, carers, and
older people in the community. Rise's vision has not
changed, but it has grown. It has become further reaching,
yet its essence has been constant: helping people live a great
life. Rise has grown in influence and in the size of the
communities they work with.




What does innovation mean to Rise?
How has itnnovation helped Rise's
growth?

Innovation is finding different ways of doing things
Rise sets the trends in the industry in terms of

customer services

Focus and agenda around continuous improvement
Latest large innovation project - ICT project -
required due to growth and also changing funding
landscape

Rise is also leader in mergers and is a party of choice
Strategic projects discussed at Board level with one
strategic KPI relating to continuous improvement
Focus more on growth projects rather than innovation
Part of CEO evaluation - CEO sets great "innovation"
culture

WHAT DO YOU THINK THE FUTURE
LOOKS LIKE FOR YOUR
ORGANISATION?

HOW DOES THE BOARD
CONTINUOUSLY ADAPT?

e« The Board is mindful of the
disruptive impact of technology

e Recently obtained a report of social
media technology to refresh on
strategy and security of data

e Having external consultant to provide
updates on strategy days to keep
Board abreast with current issues



FURTHER RESOURCES

National Innovation and Science Agenda, www.innovation.gov.au
Kay & Goldspink (2015), The role of the board in innovation, AICD Governance Leadership Centre
Deschamps (2013) Innovation Governance in Theory & Practice Collection, www.InnovationManagement.se
Innovation Index of the Australian Not-For-Profit Sector, Innovation Index, The Australian Not-for-Profit Sector March 2015,
www.ourneighbourhood.com.au/media/documents/Innovation-Index-Australian-NFP-Sector-2015.pdf
7 lessons on innovation from the Not-for-Profit sector,
www.stories.auspost.com.au/business-stories/7-lessons-on-innovation-from-the-not-for-profit-sector/
The Australian Centre for Social Innovation (TACSI), www.tacsi.org.au
AICD, Innovation-aware governance,
www.companydirectors.com.au/director-resource-centre/publications/company-director-magazine/2013-back-editions/nove
mber/feature-innovation-aware-governance
Governance Institute of Australia, Adding value to governance in aged care
Gilchrist & Knight (2017), WA’s Not-for-profit Sector 2017, The First Report on Charities and Other Not-for-profits in WA
WACOSS, Emerging Sector Issues Summary Report 2016, www.wacoss.org.au/policy_and_advocacy/emerging_issues.aspx
Not-for-profit law innovation hub, www.nfplaw.org.au
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BELINDA GRANDONI

Belinda has had seven years’ experience, working primarily in local
government in both community development and health promotion. Currently
Senior Community Development Officer at the City of Bayswater, her
passions lie in the areas of access and inclusion, multicultural affairs,
age-friendly and homelessness. Previously, Belinda has worked across sectors
in the not-for-profit and private sectors. She holds a Bachelor of Preventive
Health and Master Public Health. Belinda has always valued volunteering and
has been active with the Australian Health Promotion Association, and WA
AIDs Council. Belinda is a Board Member for Catch Music Inc., Community
Grants Panel member for the Office of Multicultural Interest, and Commaittee
Member for LGMA in their Young Professionals Network. She is passionate
about community engagement and participation, particularly the role of
capacity building to improve health and wellbeing within communities.
Belinda has a strong interest in learning about the not-for-profit sector, and
driving social change.

JEFFERSON NG

Jefferson has strong accounting, audit and financial skills supported by
conceptual and lateral thinking analytical rigour, project and risk
management and performance evaluation expertise. These are supported by
his strong leadership, communication and interpersonal skills thus enabling
him to provide accurate advice and deliver required services to your
organisation at a highly professional level. His 14 year public sector career
and experience has provided him with the opportunity to take on senior and
leadership roles, high profile projects, develop excellent skills at liaising and
collaborating with stakeholders across the board. He has testified at
parliamentary committee hearings, worked with ministerial officers and
written reports to Parliament on government operations. He is a Chartered
Accountant and holds a Bachelor of Business with First Class Honours in
Accounting and Finance.
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ERICA LAMPROPOULOS

Erica is passionate about providing people of all ages and backgrounds a
chance to thrive. She believes that a diverse Board which uses an evidence and
systems based approach can achieve positive social impact/outcomes. Erica is a
Project Manager at Knowledge Society, an innovation consultancy and creative
agency. She has a background practising as a lawyer at Herbert Smith Freehills

and St John of God Health Care Inc. In these roles, Erica has acquired broad
exposure to innovation and design thinking, along with legal and governance
expertise. Erica is also actively engaged in several community organisations
including Fair Game Australia and Leading Youth Forward. She has a Bachelor
of Laws and a Bachelor of Commerce from the University of Notre Dame and a
Graduate Certificate in Social Impact from the University of Western Australia
(UWA). Erica is also currently studying a Master of Business Administration at
UWA and has been awarded the Julie Michael Memorial Prize for Leadership in
Social Impact.

DEE-MAY ONG

Dee-May holds a Bachelor of Commerce and is a Senior Manager with a Big 4
firm. She is a Chartered Accountant specialising in providing practical
employment tax advice to various industry sectors including the NFP sector.
She has an understanding of the challenges in the compliance environment
and of attracting and retaining talent in the NFP space and has worked with
clients in ensuring tax exemptions are secure and in developing remuneration
packaging strategies. Her volunteering experience includes working as a
committee member for the young adults group of her church and leading
weekly young adults meetings. She has also participated in a medical impact
trip to Cambodia, mentored under the Australian Business and Community
Network and volunteers casually in other like children programs. She is keen
to contribute her skills and has passion specifically in areas of homelessness
and women and children.
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