Grants Management Intelligence
The “knowledge is power” edition

March 2019

Making good
grants great
By Matthew Schulz, journalist, Our Community

In this issue

As a grantmaker, you wield great power: the power to craft social change
by re-distributing resources to make it happen.
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But amid the challenge of designing and managing grant programs,
and helping assess a vast number of applications and acquittals, all the
while navigating tricky politics, technology and finances, it can be easy to
forget why you took on this gig.

5 Lucy Bernholz: The biggest
buzzwords of 2019

At the Australian Institute of Grants Management (AIGM), we're dedicated
to making your job easier and more effective by bringing you specialist
knowledge from the field – and helping to prevent that blank look.
Our Community's executive director and self-confessed “grants nerd”,
Kathy Richardson, opens this edition with an exploration of trending topics
in grantmaking, from “micro focus” grants to charting professional failures.
Her report sets the tone for an edition packed with useful content, all to
enable you to:
• discover the biggest buzzwords of the year from “philanthropy wonk”
Lucy Bernholz and consider what your superpower really is
• find out how to avoid sapping the resources of your recipients in the
process of giving them money
• take a grants health check
• weigh up the value of social impact bonds
• understand how machine learning could speed your processes
• learn what to do when stakeholders are doing your head in
• find out why grantmakers must become expert in impact and outcomes
measurement.
And that's just the start. Tap into our knowledge base any time – our
library of back issues and the latest tools, resources and grantmaking
news – by visiting www.aigm.com.au.
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' Hot topics

Five grants funding trends
to watch
By Kathy Richardson, Executive Director, Our Community

At the Australian Institute of Grants Management, we often hear of new ways of grants
funding, alternatives and experiments. There’s never a shortage, but here are our
predictions for the trends you'll see a whole lot more of this year. Mail us at kathyr@
ourcommunity.com.au or visit forum.aigm.com.au if you'd like to tell us your story.

Trend 1: Micro-focus grants

Could you briefly summarise your outcome
focus? Tell us why you've chosen that focus,
and whether your progress is trackable.

Trend 2: Randomly allocated funding

Most grants programs have outcome goals in
mind, whether these are expressed clearly in the
guidelines or not. You may be aiming to build
a stronger community in a locality, to stimulate
economic development, or to aid recovery after a
disaster, to suggest just three examples.
Often a grantmaker’s outcome goals can be
described as macro – they’re big-picture,
ambitious goals. As a result, it can be hard to
track progress towards their achievement.
One trend we are seeing emerging right now is
the tacit acknowledgement that achieving world
peace is beyond most grantmakers. Some are
opting instead for a well-honed singular focus on
one well-defined outcome goal; a micro outcome
goal. Micro, in this sense, does not mean small, or
insignificant: it means narrowly focused.
The James Irvine Foundation is shifting away from
a program-based model to focus instead on “a
California where all low-wage workers have the
power to advance economically.”
“A core aspect of this approach is large initiatives
with specific timelines and outcome goals,” the
foundation says.
In the UK, meanwhile, the government is
zeroing in on the issue of loneliness through
its £11.5m Building Connections Fund, while
other organisations are chipping in by sharing
information on how not-for-profits can measure
the effect of their interventions in this arena.

Scientific American recently published an article
that made a convincing case that while we may
believe our decisions are in the main rational
and defendable, luck has far more influence in
success than most of us would care to admit.
“The importance of the hidden dimension of
luck raises an intriguing question,” Simon Barry
Kaufman notes in the article. “Are the most
successful people mostly just the luckiest people
in our society?”
The finding is significant for grantmakers.
Kaufman says many apparently meritocratic
strategies used to assign honours, funds, or
rewards are in fact based on past success.
“Selecting individuals in this way creates a state
of affairs in which the rich get richer and the poor
get poorer … But is this the most effective strategy
for maximising potential?” he writes. “Which is a
more effective funding strategy for maximising
impact to the world: giving large grants to a few
previously successful applicants, or a number
of smaller grants to many average-successful
people?” While the data in the article applies
to individuals, not organisations (and most
grantmakers we work with fund the latter not the
former), the article invites the conclusion that
randomisation of funding allocations might be
fairer and less labour-intensive.
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And further, it could in fact result in “greater
collective progress and innovation for society”.

Trend 3: Automated decision-making

Meanwhile, an article on funding for innovation by
UK researchers Teo Firpo and Laurie Smith points
out the chronic wastage built into most meritbased assessment processes (medical research
scientists in one Australian study “spent the
equivalent of four centuries writing applications
that were eventually rejected,” they note).
“Not only is this a waste of researchers’ time, it’s a
waste of time for funding organisations, and the
researchers who peer-review funding bids,” Firpo
and Smith say. “Humankind’s smartest thinkers
are spending time on proposals that often go
nowhere – time that could be better put to use
doing actual research that can change lives.”
Firpo and Smith also note the bias (whether
unconscious or conscious) that’s inherent in most
application assessment processes.
The answer to these issues, they suggest, might
lie in randomisation of funding allocations, at
least for those applications that reach a certain
threshold of acceptability.
“In a partially randomised system, proposals
could be divided into three categories – a top
category which are all funded, a bottom category
which are never funded, and a middle category
where funding is allocated by lottery,” they write.
“A process like this would be shorter, freeing up
time for both researchers and funders. It would
be fairer, as bias could be reduced.
"Most importantly, it would combat the tendency
towards familiarity in the current system, allowing
better, more innovative research to be funded.”

If randomisation is a bridge too far for you, how
about machine-assisted decision-making?
You may shy away from the idea of handing
control over to a robot, but automation can have
its advantages; in fact, it can promote fairness.
A machine does not get tired and will follow
consistent rules – the same cannot always be
said of human assessors.
Our Community’s Innovation Lab data scientists
have been pioneering research into the feasibility
of using algorithms to streamline the process of
assessing grant applications. Our project – Tessa
(the Assessor) – has turned up some interesting
insights about what works and what doesn’t when
it comes to automating assessments, as well as
highlighting some of the ethical considerations of
turning control over to a bot.
We’ll have more to report on how this project is
proceeding in coming weeks.

Trend 4: Grantmaking catharsis

This isn’t science fiction. New Zealand’s Health
Research Council and the Volkswagen Foundation
are both already using a lottery-based system to
distribute funding, Firpo and Smith point out.
Do you know anyone doing this in Australia?
We’d love to talk to them. Please let us know.

You may shy away from the idea
of handing control over to a robot,
but automation can have its
advantages; in fact, it can promote
fairness. A machine does not get
tired and will follow consistent
rules – the same cannot always be
said of human assessors.

Have you charted the emergence and rising
popularity of “f**k-up nights”? (Yep. They’re
really called that.) At these events people come
together with the express aim of sharing stories of
professional failure.
While we’ve never been quite brave enough
to stage a f**k-up night, partly because we’re
not sure the name would pass through most
grantmaker’s IT filtering systems, the AIGM
has always been interested in sharing tales of
grantmaking woe.
This is not because we’re voyeurs; we believe that
lessons are learned from what doesn’t work as
much as what does.
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With a few notable exceptions, though, our
members (for obvious and understandable
reasons) have not always been comfortable
sharing their own missteps, nor those of
their grantees.

With the recent release of 360 Insights now
comes the tool that brings that data to life. The
tool combines open grants information with data
from other sources and turns it into an interactive
visual dashboard.

That trend might be about to turn, if international
examples of warts-and-all sharing of lessons are
anything to go by. Take, for example, the case of
the Canadian JW McConnell Family Foundation,
which recently released a graphic collection of 12
hard-won lessons.

Meanwhile, here and in the United States,
Foundation Maps is creating a geographic
visualisation of grants data.

“There is a lot of fanfare about failure, but that
doesn't change the fact that failing can be
painful, embarrassing and often un-strategic,”
the foundation says. “If we want civil society to
embrace failure and reap the benefits of iterative
innovation, we must create environments where
admitting failure aligns with the interests of the
individual or organisation.”
The foundation recasts the people responsible
for the failures as “learners”, a frame the AIGM
has also used in the latest versions of the
template acquittal forms available through the
SmartyGrants system – grantmaking should be
about learning, not punishing, we believe.
We’ve also been a keen participant in the
burgeoning “what works” movement and would
love to see a “what doesn’t work” appendage
to that.
Want to share a hard-won lesson with your
peers? We’d love to (sensitively) write up your
case study, and/or showcase you at our next
Grants in Australia Conference. Drop us a line.

Trend 5: Data and outcomes-driven
decisions

The AIGM is working hard in this arena too. In
recent years we have released a system for
classifying grants so that funding patterns
can more easily be intuited, we’ve introduced
dashboard displays and a powerful mapping
tool into SmartyGrants, and we’ve begun
experimenting with interactive scrollers as a tool
for helping people make sense of complicated
data sets. (What’s a scroller? Here’s an example
of one the ABC developed about what’s in kids’
lunchboxes.)
Our Innovation Lab is also working on the
development of an Outcomes Engine. We’re using
modern data analytics, machine learning, data
visualisation and impact evaluation concepts and
tools to help grantmakers analyse their funding
patterns, compare them with their objectives, and
track progress towards their aims.
As an aside: the Sustainable Development Goals
have been around for a while now but we’ve
noticed they’re being used more and more
by grantmakers – and not just those working
with developing communities – to frame their
grantmaking outcome goals. We expect to see
more of this as we speed towards 2030.
The Innovation Lab is also close to finalising
version one of an automated classification
system (CLASSIEfier) that will allow grantmakers
to categorise past, current and future grants by
subject or beneficiary at the click of a button.
(See the article on page 00.)
This work is taking place at our new headquarters,
Our Community House, a co-working space for
the social sector that not only enables social
change agents to work together but also serves
as the world’s first social innovation data science
and communications lab.

Last year, privacy and data protection came
to the fore; 2019 is set to be the year when
grantmakers and their grantees hit their strides
when it comes to getting the best out of data,
using it to soup up efficiency and results.
In the UK, the open data evangelists at 360Giving
have for the past few years been advocating for
and helping grantmakers publish their grants
data in an open, standardised way. We’re
following their lead and will have more to share
with you about open data in coming months.

Thanks to the pioneering support of Equity
Trustees, at OC House we’re working with not-forprofits and grantmakers to design and implement
tools that will power social reform into the future.
Want to find out more? Send me a note and I’ll
happily take you on a tour.
What did we miss? Tell us the trends that you
see emerging – drop us a line at kathyr@
ourcommunity.com.au or post your thoughts on
the AIGM Forum (forum.aigm.com.au).
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YBuzzword watch

Here’s the jargon you’ll hear a
lot more of in 2019
By Dr Lucy Bernholz, director of the Digital Civil Society Lab, Stanford Center on Philanthropy and Civil
Society in California

Self-professed “philanthropy wonk” Dr Lucy
Bernholz publishes an annual forecast
about the way private resources are
used for public benefit in the digital age.
Philanthropy and Digital Civil Society:
Blueprint 2019 is the tenth annual forecast
from Dr Bernholz, who is based at the
Center for Philanthropy and Civil Society at
Stanford University in California.

This is “photoshop” for video, but on steroids, as
the connection to algorithmic systems means the
videos can be constantly updated with the latest
rumor and targeted at those most susceptible.
Fraudulent video is already a problem in human
rights investigations. As fake videos become
common the veracity of all videos will be
questioned, with implications for communications
strategies across the board.

In this extract, Dr Bernholz presents a primer
on the jargon you’ll be hearing in the news, at
conferences, and around meeting tables in 2019.
Some are ephemeral, some are meaningful. Get
your bingo cards ready.

Data maturity
How well does your organization manage and
govern its digital data? There are several tools
available or being built to help you determine
your data maturity level, an indicator of
organizational effectiveness that is growing in
importance. Existing examples are available from
Datakind and Harvard. Be on the lookout for more
from TechSoup Global and Makaia.

Deep fakes
A deep fake is a manipulated video that mixes
audio from one person or event into another,
making it look like people are doing and saying
things that they didn’t really do or say.

Digital data specialist Dr Lucy Bernholz.

Grants Management Intelligence

March 2019

5

Mesh networks
Low-cost, low distance communications
networks that allow information transmission over
community owned networks are popular in places
with lousy or unaffordable broadband, rural
areas, and within in communities that don’t trust
the cable or telecommunications companies.

MIDS
MIDS is an acronym for Mediators of Individual
Data. It describes new associations (unions,
nonprofits, collectives, cooperatives, etc.) that
will negotiate with big corporate data powers on
behalf of their (voluntary) membership. Along
with data trusts and data unions, MIDS represent
an emerging part of civil society. There’s already
a lot of press about the idea, which is being
heavily promoted by Glen Weyl and Jaron Lanier.
You’ll hear the buzz – and might even join a MID.

Norms
This used to be the kind of word you’d only hear
on college campuses and usually only in the
social science quad. A “norm” is a standard of
behaviour such as putting your napkin in your
lap at the dinner table or not selling products
from the White House. The frequency with which
members of the current US administration violate
the norms of public service are why the term is
now a buzzword – reporters use it almost every
day to describe the latest events. Civil society
might take a moment to examine the norms that
shape it, those that are holding it back, and those
it might be worth doubling down on, or, dare I say,
even codifying.

Public interest tech
There’s an effort underway to train and attract
engineers and software designers into public
interest fields – think government service and
nonprofits. Modelled on the movement that
created public interest law several decades ago,
the public interest technology movement is just
getting started.

Stewardship
An old idea that needs to come back into fashion
– or at least back into jargon. A few years ago
nonprofits were itching to hire data scientists. In
the coming year, as governance issues hit home,
they’ll be talking about data stewardship.

Surroundables
Wearable technology is so last year. Omnipresent
networked digital devices mean that we are now
surrounded by sensors. Many of them exist to
“sense” other things, like traffic or building access.

Dr Bernholz’s Blueprint is always keenly awaited.

Of course, Amazon, Google, and Apple have
already moved in with their versions of this
technology (Echo, Alexa, Google Home, and Siri).
Nonprofits need to consider how this tech affects
their missions (and not just their fundraising: See
predictions from Blueprint 2018).

Systems change
This goes in and out of fashion, but it’s definitely
back. Whether because climate change is
wreaking havoc, tens of millions of people are
migrating, social entrepreneurs have taken the
glory, or because democracies are struggling,
foundations and other big funders are calling
for “bigger,” “bolder,” strategies that purport to
change whole systems.

Zero trust
This comes from the data security world and
represents a model of designing technology
systems that verify identity and use at every step.
It’s gaining ground. It’s also a phrase that (sadly)
seems to describe the world writ large.

Extra credit: Superpower
This is the crowd-winner buzzword. My loyal
band of conference-going, report-reading, RFPreviewing, proposal-submitting, and funding
readers tell me that this term earns the centre
box on the buzzword bingo card for 2019. My
superpower is listening to them.

Reproduced with permission from “Philanthropy
and Digital Civil Society: Blueprint 2019”

MORE INFORMATION
2019 Blueprint (PDF)
Video: Dr Bernholz explains to funders how
they can do data better
Dr Bernholz is @p2173 on Twitter
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= Grants pain

Don’t sap the life out of the very
organisations you want to help
By Matthew Schulz, journalist, Our Community

Grantmakers in the United States can no
longer escape the latest in “disruptors”, with
the growth of the TripAdvisor of the grants
world, GrantAdvisor.
The crowdsourced review site has only been
operating since mid-2017, with the backing of
a coalition of not-for-profits, but has already
developed a strong following, generating more
than 1600 reviews about nearly 600 funders, many
of them large foundations.
The GrantAdvisor system scores grants on two
metrics. The first is the time it takes most users to
complete an application. The second is an “emojibased” score reflecting a rating of relationships,
accessibility and how well funders appear to be
achieving their goals.
Some wealthy foundations and philanthropists
tried to avoid being named or reviewed, but
they’ve ended up on the site anyway.
The existence of GrantAdvisor begs the question
about grantmakers on this side of the Pacific:

How will you score when the service inevitably
arrives here?
Until then, comments from grantseekers in
the most recent Grants in Australia survey are
probably the best way you can get an idea of
what funding applicants really think about you.
In the meantime, Kari Aanestad, co-director of
GrantAdvisor.org, has some sage advice about
how an inefficient online grants system can create
pain for the people you’re trying to help.

What’s the true cost of a grants
system to not-for-profits?
Ms Aanestad’s recent blog post, Navigating
Funders’ Online Grants Management Systems,
examines how those systems can generate a
huge level of frustration and extra cost for the very
not-for-profits funders are trying to help. As a
grantwriter and fundraising trainer, Ms Aanestad
sees things from the grantseeker’s point of view.
“If you’ve written a grant in the last year, chances
are ... one of these things has happened to you.
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Your proposal is carefully crafted and ready to
be uploaded and submitted. You access your
account in the funder’s online system and spend
the next few hours troubleshooting lost passwords,
surprise character limitations, new questions, and
manual entry across individual boxes for single
items of information.”
Ouch. As the parent of grants distribution system
SmartyGrants, we’re all too aware that application
systems can be a real pinch point for applicants,
who may be unfamiliar with your processes.
That’s why SmartyGrants support staffer Georgia
Wilton has the following advice for grantmakers, to
help keep annoyance levels low.
“The most important thing you can do is to be
transparent about the forms you’re asking your
applicants to fill out - before, during and after.
“For instance, you can give them hints about
character limits on the application itself. Generally,
you should alert your applicants early on so they
can prepare themselves with budgets and other
documents. The key is to be upfront with what’s
required and to avoid nasty surprises.”
Ms Aanestad said she has “coached hundreds
of non-profit fundraisers through complicated
online systems and grantmaking processes that
place unnecessary burdens … with no apparent
added value”.
She says many funders aren’t aware of how much
time and effort is needed to navigate some online
systems and forms.
In a recent analysis of the time grantwriters
spend applying for grants, Ms Aanestad said a
grantseeker needing to raise $500,000 to $1 million
might need to apply for 40 grants in a year, as well
as produce 43 reports and acquittals for grants.
Tasks that take “extra” time include:
• Creating online accounts, passwords and login
information for scores of funders
• Re-creating online forms as Word documents,
then copying information back to online forms
• Editing content to comply with word limits
• Responding to unexpected questions triggered
by application logic
• Entering information for key personnel in online
forms
• Translating expense lines to match a funder’s
system, then manually entering these expense
lines into an online form
• Difficulties in uploading attachments, where
only certain formats are accepted
Ms Aanestad estimated a user of an online
grants system requires an average 5.3 hours to
overcome obstacles created by those systems.

Kari Aanestad sees things from a grant applicant's
point of view, and has tabulated the extra time that
inefficient online systems can suck up.

For the user dealing with 40 grant applications and
43 reports or acquittals annually, that’s nearly 440
hours of extra work in a year, or up to 25 per cent
of their annual working hours.
Doing our own sums, it if takes five hours more
than it should to apply for a grant, that’s at least
$200 in staff time and overheads. And if you
attract 250 applicants, your grant will have to be
worth more than $50,000 if you’re to avoid costing
the sector more than you’re contributing.
Ms Aanestad might have written her post for a US
audience, but it certainly rings true here.
“It’s time to clear the air and be honest about how
much time, energy, and resources these systems
are sapping from non-profit organisations –
and how simpler, more efficient systems would
achieve all the same information objectives and
dramatically increase their utility.”

“It’s time to clear the air and be
honest about how much time,
energy, and resources these
systems are sapping from nonprofit organisations – and how
simpler, more efficient systems
would achieve all the same
information objectives and
dramatically increase their utility.”
Grants Management Intelligence

March 2019

8

But she says annoyance isn’t the most serious
problem, and overly complex grants management
tools that provide users with a poor experience
can cause funders to fail in their missions.
Creating barriers to applicants could “inadvertently
risk limiting their funding to non-profits with the
resources to afford technology and a professional
grant writer”.
“It is possible that a full-time grantwriter
could spend up to 20 percent of their time
troubleshooting online systems.”

Things you can do now to make things
easier for grantseekers
Ms Aanestad says small changes to your
appliction requirements can have a big impact:
• Ensure contact forms are functioning well
• Spell out all questions, data requirements,
character limits and required attachments at
the start of your application process. Make it a
Word document.
• Don’t add “surprise questions”
• Don’t use ask for information unless comparing
the data is valuable and you’ll actually use it
• Consider allowing a single document with
combined organisational statements, instead of
demanding lengthy text fields

• Consider allowing interim and final report
templates (such as SmartyGrants standard
fields) to auto-fill content from the original
proposal
• Allow the upload of diverse file formats, such as
pictures and articles to describe impact.

Parts of this article have been reproduced
with the permission of Kari Aanestad and
GrantAdvisor. Ms Aanestad is co-director of
GrantAdvisor.org, director of advancement at
the Minnesota Council of Nonprofits and vicepresident of the Minnesota-Northstar Chapter of
the Grant Professionals of America.

MORE INFORMATION
Original blog post | GrantAdvisor | Report on
GrantAdvisor’s progress in NPQ

Grants in Australia study: What grantseekers
really think about your program
Grantwriters: 'Don’t hate me, I’m just the
grantwriter' | In defence of grantwriters
Peak Grantmaking: Four quick ways to reduce
the burden via Project Streamline
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Visualise your grants data
with SmartyGrants Maps
Since 2009, SmartyGrants has helped
grantmakers become more efficient
With SmartyGrants Maps, we’re helping
grantmakers become more effective
SmartyGrants Maps will unlock powerful insights about
your funding patterns, instantly revealing where your grants
applications are coming from, and to where your money is flowing.
SmartyGrants Maps is the first plank of a new suite of grants
management intelligence tools that will help you visualise and make
sense of your grants data and facilitate better-informed decision-making.
Our dashboard allows you to:
• Visualise your grants in the context of a range of geographic boundaries
• Take a bird’s eye view of your grants across a wide region
or zoom in on a particular point with pin-point accuracy
• Generate insights about over/under-funded regions or
areas that are over/under-represented in application stats
• View heat maps that reveal contextual insights about your data.

SmartyGrants Maps is available exclusively to
SmartyGrants customers.

www.smartygrants.com.au/maps

Software & data science for
revolutionary grantmakers

An enterprise of:

Software & data science for
revolutionary grantmakers

An enterprise of:

An initiative of:

V Assess yourself

Time for a grants health check?
The Australian Institute of Grants
Management is keen to help you get the
most out of your grants program.
That’s why we're offering a Grants Health Check
that you can take online now.
Perhaps it's been a while since you’ve done a rootand-branch review of your program, or perhaps
you “inherited” the program from someone else
and need an unbiased assessment.
Our Health Check guides you through a ninestage process that will take around 40 minutes.
We assure you it will be time well spent.
The review will take you through a quick selfassessment of:
• Goals, governance and guidelines, including
program design and eligibility criteria
• Record keeping, including being able to track
applicants from your first contact
• Application processes, including design and
promotion
• Grants assessment and decision-making about
successful applicants
• Advising grants outcomes for both winners and
the unsuccessful
• Agreements and payments, including
negotiating contracts and making payments

• Monitoring and variations, including progress
reporting, managing performance issues and
varying grants
• Final reports and acquittals, including acquitting
funds, closing, and reviewing funded projects
• Evaluation and dissemination, including
assessing your program and sharing the
lessons learnt.
The Health Check will most likely result in
some homework for you to do. If you don’t
get homework, please alert us at service@
grantsmanagement.com.au so we can share your
secrets - your program must be outstanding!
For everyone else, your Health Check homework
will consist of a series of practical steps
and advice you can take to improve your
grantmaking. The results will also direct you to
the extensive online tools available to all AIGM
members, including overviews, help sheets,
reports, articles and more. Can you afford not to
do the Grants Health Check?

MORE INFORMATION
Take the grants health check now
Search our knowledge base for more articles,
help sheets and templates
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6 Smarter stats

Funders faster to reply to
applications
By Matthew Schulz, journalist, Our Community

Federal government agencies have made the biggest strides in reducing the time it
takes to make a decision about grant applications, as grantmakers overall show a
promising downward trend with wait times, figures from the AIGM’s grants distribution
platform SmartyGrants show.
Despite the positive progress, federal, state and territory governments continue to take
longer than other grant providers to determine grant applications, with many keeping
grantseekers waiting more than two months for an assessment.
The grantmakers quickest to respond to applications include QANGOs such as statutory
authorities, followed by business and corporate funders, philanthropic groups, and finally
local governments.

Our distribution graph shows the level of variation in decision-making by funders.
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Analysis of SmartyGrants data by Our Community Innovation Lab data scientist Joost van der Linden
shows federal agencies have significantly improved wait times in the past five years from a median of
more than 100 days to 68 days in 2018.
At the same time, median wait times for all grantseekers have fallen from more than two months in
2013 to just over 50 days in 2018.
“While there are clearly some grantmakers who buck the trend, when taken together, we can see that
overall grantmakers are cutting down the waiting time for grant applicants,” Mr van der Linden said.
He said local government grantmakers were the most consistent improvers.
“A clear but modest improvement can be observed for local government grantmakers, with the
median assessment time reducing from 65 days in 2013 to 49 days in 2018.”

Federal government grantmakers show the biggest improvement in assessment times.

Big variations in the overall trends

“A clear but modest
improvement can
be observed for
local government
grantmakers, with the
median assessment time
reducing from 65 days in
2013 to 49 days in 2018.”

The data shows big variations within and across
sectors. For example, while the median wait for
state and territory governments was 62 days,
the distribution graph shows there were plenty of
applications assessed within 50 days.
The distribution graph also shows organisation
types can have two or more peaks when it
comes to decision times.
There are also some outlier organisations with
much longer wait times than the average in their
sectors.
Our figures show that federal agencies and local
governments have been consistent improvers,
while other grantmaking types display a
somewhat stagnant or variable trend.
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Smaller grants are assessed quickly, while decision times for grants worth more than $1000 increase
dramatically, before leveling out past $10,000.

What’s the connection between
grants value and delays?
Not surprisingly, there’s a strong correlation
between the grant amount offered and the time
taken to consider the application.
Applications for amounts of less than $1000
are the most likely to be decided within 30 days.
Significantly, many organisations take three
months or more to decide on grants valued
at less than $1000, which begs the question:
Why are grantmakers taking so long for such
small amounts?
For grants of more than $1000, applicants can
expect to wait longer, with the median timeframe
rising to 83 days once applications breach the
$10,000 mark.

We are, of course, talking about the median
figures here, and once again, there is significant
variation in decision times, across all grantsvalue ranges.
In this article, we’ve drawn on SmartyGrants
statistics to compare program types, and we
urge you to review these figures in conjunction
with our Grants in Australia series, a detailed
examination of grantseeker behavior and
attitudes. The latest report issued was in
August 2018.

MORE INFORMATION
Grants in Australia report: Download the full
report
Innovation Lab: More data-driven science

However, the wait times don’t extend greatly
past that point, with the margin between a
grant of $10k-$50k (81 days) and a grant of
$1m+ grant (88 days) just a single additional
week of waiting on average.
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lTop tips

Five ways to improve the social
impact of your grants
Impact specialist Andrew Callaghan of the
Australian Social Value Bank reveals some
simple concepts to help power up your
social impact credentials. Turn to page
27 for our in-depth interview about his
approach to the rapidly developing field.
Define your outcomes: You need to be clear
on what outcomes you are looking to achieve
through your grant giving. Importantly, these
outcomes need to be realistic.
We often see "miracle jumps” in logic models,
where the leap from short-term outcomes to
longer-term impact is far too big. Organisations
can forget all the principles of attribution and
the externalities that affect their assumptions for
longer-term impacts.
Know that outcomes data isn’t easy, and plan
accordingly: Data collection is complex and can
involve a huge amount of administrative and
logistical thought for grantmakers. Think about
the type of organisations you are going to fund
and whether they have the capacity, systems
and expertise to collect data that lives up to
your expectations. Outcomes data requirements
should be relative to the size of the grants, the
size of the organisations you are funding, and the
purpose you will use the outcomes data for.
Budget for impact measurement: If you want
the evaluation of impact to be carried out to the
same standard as the actual grant program
activities, then you need to provide separate
funding or ensure grant applicants have
adequately budgeted for evaluation.
Good practice in impact measurement
recommends allocating 5–20% of the program
budget to evaluation. While 20% may seem like a
huge amount of your total grant fund available, it
is money well spent if you learn that 80% of your
investment has been ineffective and wasted, and
if this leads to you changing the focus of your
grants or who you fund next time.
Support grant recipients: Many grant recipients
will be highly capable of delivering the programs
or projects they promised in their grant
applications. However, they may not be experts in
evaluating impact or used to the approach you
want them to take in reporting impact.

Consider providing support, including expert
advice to help grant recipients evaluate the
impact of your programs
Grant providers should have a support team who
can advise grant recipients on implementation of
impact measurement or commission experts to
support your grant recipients.
Be consistent in your reporting requirements:
It is important that you as a grant giver can
examine the aggregate performance of your
grant recipients to help you to understand your
total grant impact, and that you can compare
individual grant recipients to each other to help
you to make future funding decisions.
To make this possible, you need to be consistent
in your reporting requirements – in the way data
is collected, in the way it’s presented, and in the
principles underlying it.
As in the accounting profession, you should
undertake an auditing process to ensure that
evidence is collected and analysed correctly.
I like this summary of the reason why from social
value pioneer Jeremy Nicholls: “Assurance can
only come from a third party ... acting on behalf
of those who receive the impact.”

MORE INFORMATION
Why government grantmakers have the
power when it comes to data, p 27
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Are you prepared to wait for success?

# Financial alternatives

Are social impact bonds still the
grants of the future?
By Matthew Schulz, journalist, Our Community

A few years ago, it seemed that everyone
was talking about social impact bonds, a
“pay for success” model for welfare-related
programs, as the name suggests.
In reality, it’s a complex and often costly business,
because as grantmakers know, outcomes can be
very difficult to prove.
Social impact bonds are a way of getting private
investors to fund for-purpose programs, with their
ethically minded investing repaid if sought-after
outcomes are achieved.

Organisations seeking longer-term funding deals
have been keeping a close eye on these financial
instruments as an alternative funding source.
At the Australian Institute of Grants Management,
we didn’t have to go far to find someone with
experience with these bonds. Cathy Truong, the
executive director of our sister enterprise and
giving platform GiveNow, has some great insights
as a result of her past roles. We asked her for her
thoughts about the state of play of these bonds.

It’s usually governments that issue the bonds, and
their pay-off is that social improvements – such
as less crime – will also reduce the financial hit
on the government budget in the longer term.
The main players in a social impact bond often
include:
Government: In Australia this has tended to be
state governments, which seek to spread some
risks to the private sector, save on program costs,
and access new funds.
Private investors: Many philanthropic funds,
foundations and corporates have social
development goals they want to reach. Often,
they’re happy to accept a reduced return for that
social good.
Not-for-profits: Only larger-scale not-for-profits
can handle the complexity of the arrangements
currently required for these bonds.

Our Community staffer Cathy Truong has a
background working with social impact instruments.
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Social impact bonds have the potential to bring in much greater resources than governments or not-for-profits
would normally be able to access.

Tell us a bit about your background in social
impact bonds.

Sustained, quality data capture can be a valuable
contribution.

My first serious interaction with the social impact
bond market was as the executive officer of
the Trawalla Foundation. We invested in the
Benevolent Society Benevolent Bond released
in 2013. I also worked for six months at Impact
Investing Australia, which was an organisation
designed to drive the rollout of these sort of
social investment instruments.

That combination of access to large sums
of funding, a strong evaluation framework,
and a medium-term horizon allows for smart
and innovative interventions to support
the community.

Are social impact bonds still a hot topic?
Social impact bonds came to prominence a few
years ago. They were really “hot” in Australia back
in 2014 when optimism was high. We are now in
the “suck-it-and-see" phase. A number of social
impact bonds were released between 2013 and
2017, and all are “running through their paces” as
most commonly they have a five-year horizon.
Incidentally, social impact bonds also get called
social benefit bonds or simply social bonds.
What’s good about them?
They are perceived as a great addition for
the sector, as they open the door for private
sector funding. With most of the social issues
the community deals with, we know that we
could have significant impact with large-scale
funding. And it’s not realistic to expect this from
government budgets or private donor drives.
A business corporate knows that when it needs to
fund expansion into an activity it can’t self-fund, it
goes to the market asking for support in the form
of a bond. Social impact bonds bring this “tool”
and thinking to the social sector.
Another thing that is attractive about a social
impact bond is that it forces participants to
engage in quality data capture and rigorous
evaluation frameworks. While not everything can
be measured, many key indicators can be.

Is this a live option for grantmakers in state,
federal and local government agencies in
Australia and New Zealand?
Social impact bonds work best for state
governments – local governments are too small
to absorb the start-up resources required to get
this sort of instrument going.
At the federal level, the government in most
cases, doesn’t usually have control of the policies
required to ensure smooth operation of the
bond. That’s partly because state governments
are usually the existing funders for areas where
these sort of interventions work best, such as
in detention centres, homelessness and family
services.
Given the number of trials, can we expect
them to become more common?
Possibly. The current challenge is whether the
early bonds will achieve what was expected;
that is, positive outcomes for the community
and investors getting an above-market return.
Success here will obviously spark future interest.
The big challenge is that there is so much
infrastructure required to allow the impact
investment market to thrive: reliable data
sets, social banking processes, effective and
standardised evaluation frameworks, trusted
advisory services and intermediaries, and
government expertise in the process. And that’s
just for starters. Until these things exist, the market
is not likely to develop rapidly. And at this stage,
the market is still young.
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Potentially social impact bonds are just a more complex way of doing what funders are already seeking
to achieve.

So is this just an expensive way of getting
things done that could be done using
traditional funding methods?

So how can investors know that the proof being
asked for – to measure the interventions and
therefore pay out – really is up to scratch?

In some ways, yes. With sufficient funding,
community-sector organisations could just get
on and develop the interventions that are highly
likely to succeed. Fully funded organisations
would implement their own evaluation
frameworks, because they are as interested as
any other agent in knowing what works, and
what the key influencers are. The reality is that
not-for-profits don’t have access to this scale
of resources.

There are checks and balances in the
system. First, the metrics are agreed to by the
government and the participating not-for-profit
before it is taken to the market.

So there are some big barriers to adoption?
I believe there are three big downsides that inhibit
the widespread adoption of social impact bonds.
Firstly, they’re expensive and resource-intensive to
establish.
Secondly, they require data sets that most
sections of the not-for-profit sector can only
dream about. To think we could have proper
evaluation frameworks - with appropriate
data - for the mainstream part of the sector
is ambitious.
Finally, the system depends on the presence of
a control group in order to prove the efficacy
of the intervention; you need an unaffected
population to compare to. In the real world this is
hard to find. (Ed: For more about counterfactuals,
read our report on the benefits of randomised
control trials featuring the Behavioural Insights
Team’s Rory Gallagher.) It also means that you
can’t have more than a few social impact bonds
operating in any one area of the sector at once –
if you’re running multiple interventions at once
you can’t be sure which of those is contributing
(or contributing most) to your impact goals.

This means that the not-for-profit must opt in
to the social impact bond. We have to trust that
the not-for-profit believes in the intervention,
accepts that the metrics are appropriate, and is
capable of efficiently managing the complexity.
Otherwise, they wouldn’t - or shouldn’t - progress
with a proposal.
Secondly, it is usual practice for the not-for-profit
to also be an investor, which further aligns their
involvement with the market.

MORE INFORMATION
Stanford Social Innovation Review: More than
one way to construct a social impact bond
Our Community Matters: The buzz on social
impact bonds (PDF)
Victoria: Partnerships Addressing
Disadvantage, stage two of SIB pilot
Victoria: Swinburne University report into
homelessness SIB investment
NSW: Explore news from the Office of Social
Impact Investment (OSII)
Benevolent Society: $10m social benefit
bonds a groundbreaker aimed at families
Impact Investing Australia: Blueprint for
action to scale impact investment (PDF)
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w Overseas research

Why US funders and the not-forprofits they help 'need to talk'
By Matthew Schulz, journalist, Our Community

United States research reveals a disconnection between funders’ perceptions of the way
they’re helping, and the reality for the not-for-profits on the receiving end.
The report Strengthening Grantees: Foundation and Nonprofit Perspectives, published late
last year by the Center for Effective Philanthropy (CEP), found that foundations are out-oftouch with grantseekers’ needs.
According to the study, US not-for-profits are most in need of help with fundraising,
staffing and communications. Those organisations also say that general operating
support – what would be described in this part of the world as core funding – has the
biggest impact on their strength.
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The study, based on a survey of 170 not-forprofit CEOs as well as 187 foundation leaders,
shows strong similarities to concerns raised by
grantseekers on this side of the Pacific.
Our Community’s Grants in Australia studies
(2017 and 2018) and the Asia Pacific Social
Impact Centre (ASPIC) report Philanthropy:
Towards a better practice model highlighted
a “disconnection” between grantmakers’ and
grantseekers’ perceptions of the help being
provided.
“Non-profits and foundation funders are not
in alignment in how they view funders’ roles in
strengthening non-profit organisations, how
much they believe funders care about grantee
organisations’ overall health, and how aware they
believe funders are of grantees’ needs,” said CEP
vice president Ellie Buteau, who co-authored the
report.
Part of the issue is that grantseekers are saying
what funders want to hear, not what they really
want.
She said that both funders and recipients
must both play a role in narrowing that gap
through better communication and to break this
unproductive cycle.
“Nonprofits should ask for what they really need
– not what they think funders want to provide –
and foundations should be working to minimise
the power dynamics that prevent non-profit
CEOs from feeling that they can ask for what they
need,” Ms Buteau said.

The Center for Effective Philanthropy (CEP)
is a not-for-profit aimed at informing and
improving the work of philanthropic funders, and
is based in Cambridge, Massachusetts, and San
Francisco, California.

The Center for Effective Philanthropy’s Ellie Buteau.

MORE INFORMATION
Download now: Strengthening Grantees:
Foundation and Nonprofit Perspectives
Grantee voice: Provide more assistance
beyond the grant (six-part series)
AIGM publications: Grants in Australia (2018)
| Grants in Australia (2017)
Grants Management Intelligence: The truth
about funders’ attitudes (p27, Nov 2018)
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l Faster classifications

CLASSIEfier: Using machine
learning to paint a picture of
social sector trends
By Paola Oliva-Altamirano, Data Scientist, Our Community

SUMMARY: Tracking the flow of funding and other support to social sector organisations
in Australia has historically been difficult because of inconsistencies in categorisation, or
the absence of categorisation entirely.
Our Community developed CLASSIE to serve as a universal classification system for
Australian social sector initiatives and entities.
We are now developing an algorithm to reduce or remove the need for manual (human)
classification. Once released, CLASSIEfier will allow us to classify historical records on
behalf of grantmakers and other social sector supporters, and reduce the need for
human intervention in classification of current and future records.
In 2016, Our Community launched the
Classification system for Social Sector Initiatives
and Entities (CLASSIE). This taxonomy – based on
the US-based Foundation Center’s Philanthropy
Classification System – provides a tool for
classifying information related to Australia’s social
sector in a standardised way.
Roughly $80 billion is given away in grants
every year in Australia (Grants in Australia 2018
research study), but we are yet to establish a
clear overall picture of the flow of money by
sector, location and beneficiary. Using CLASSIE
in the Australian grantmaking environment is
enabling us to start filling in the blanks.

Furthermore, current and future grant
applications represent only a fraction of the data
we would like to classify, given that SmartyGrants
holds almost 400,000 historical grant application
records.
Against this background, CLASSIEfier was
born. CLASSIEfier is an algorithm designed to
automatically apply the CLASSIE taxonomy to
grant applications, or indeed to any relevant
social sector data.

Soon after CLASSIE was developed, its "subject"
and "population" sections were incorporated into
Our Community’s grants administration platform,
SmartyGrants, enabling grantseekers to select
the subjects and populations of their grant
applications, or the grantmakers to do that on
their behalf.
Currently, 15% of SmartyGrants grantmakers use
CLASSIE, and they have generated around 6000
classified grant applications to date.
While we are confident grantmakers’ use of
CLASSIE will continue to expand, our current
system relies on users to classify their own grants,
and we know from experience that manual
classification – using humans to read and
classify each application – is time consuming.
Dr Paola Oliva-Altamirano.
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CLASSIEfier: How does it work?
We are building a supervised machine learning
algorithm that will read a grant application – or
any text related to the social sector – and predict
the main subjects and populations involved.
First, the machine learning algorithm must
be trained with a large set of already
labelled applications to enable it to learn the
representative writing patterns and vocabulary of
each CLASSIE label.
The figure below shows an example using grant
applications in the health sector.

Once CLASSIEfier is tested and
implemented, it will be able to classify
almost any text relating to the social
sector. We will offer this tool for use by
grantmakers and other social sector
supporters who wish to understand
more about their own funding and
support patterns, and by those who
wish to know about and participate in
mapping of universal trends.

Our supervised machine learning process
W hen new
data goes in

The machine learning
algorithm (CLASSIEfier) is fed
historical data that has been
labelled as “Health”
applications
CLASSIEfier learns the
vocabulary and
patterns found in
“Health” applications

CLASSIEfier can then identify
applications with similar vocabulary
and patterns and classify them as
“Health”

CLASSIEfier stages 1 and 2: Keyword
matching
The initial challenge we encountered was
finding enough “labelled” applications to train
the CLASSIEfier algorithm. The existing number
of classified records in SmartyGrants (6000 in
total, featuring 900 CLASSIE labels) was not large
enough to train the algorithm effectively.
Our testing has shown that at least 2000
applications per CLASSIE label are needed to
generate good results. It is impractical to reach
those kinds of targets by manually classifying the
data. Thus we developed a keyword-matching
algorithm to automatically extract applications
containing keywords related to particular
CLASSIE labels. For example, if the subject of an
application is “health”, we also expect to find
keywords such as “health”, “hospital”, “disease”,
“nurse”, “doctor” and “clinic”.

Thus, the first stage of the CLASSIEfier project
was to select keywords, and the second stage
involved extracting applications that exhibited a
strong keyword match.
With the keyword-matching algorithm we
classified 128,000 applications with 80% accuracy.
We then used these classified applications as
a training dataset to feed the machine learning
algorithm.
While developing CLASSIEfier, we concluded
that it is not feasible to classify human natural
languages with 100% accuracy. We found many
cases where keyword matches led to a wrong
classification.
For example, an application containing the words
“church”, “religious” and “Christian” would be
classified under “Religion” even if the application
concerned a fete at a Catholic school. We will
explore this issue further in a future article.
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Stage 3: Testing machine learning
CLASSIE comprises a hierarchical taxonomy, where many categories themselves have “child”
categories.

Health

In-patient
medical care

Hospital care

Diseases and
conditions

Burn care

Cancers

Brain and nervous
system disorders

Digestive system
diseases

Breast cancer

Autism

Lung cancer

Meningitis

This is a simplified view of how CLASSIE subjects are structured, with the actual taxonomy including
many more categories.

Consider a grant application aimed at helping
teenagers with autism. This application will have
the following classifications:
Subjects:
• “Health” at level 1
• “Diseases and conditions” at level 2
• “Brain and nervous system disorders” at level 3
• “Autism” at level 4
In classifying this application, the grantmaker
or grantseeker may select the level 4 category
“Autism”; doing so will automatically nest the
application in the corresponding classification
at higher levels (“Brain and nervous system
disorders”; “Diseases and conditions”; “Health”).
Beneficiaries:
This application will have two beneficiaries:
• “Children and youth (age 0-17)” at level 1
• “Adolescents (people aged 13-17)” at level 2

And also, perhaps:
• “People with disabilities” at level 1
• “People with intellectual disabilities” at level 2
As this example shows, most grant applications
can be categorised by more than one label,
which of course increases the complexity of
training our machine learning algorithm.
To overcome this challenge, we are training
CLASSIEfier at separate levels. At level 1, CLASSIE
contains 18 subjects (e.g. health; art and culture;
sport and recreation) and 56 beneficiaries (e.g.
children; students; indigenous people; people with
disabilities).
At level 1, applications are quite distinctive,
making it easier for the algorithm to identify
writing patterns and vocabularies. In addition,
level 1 is the most popular (i.e. most populated)
level from our already classified applications, so
we have more training data available. For most
level 1 categories we already have the required
minimum of 2000 grant applications.
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Dealing with 'black holes' and niche
classifications

One CLASSIEfier, multiple uses

As we progress to other levels, the “granularity” of
the classification increases. This makes it harder
to achieve the minimum 2000 records needed
to train the machine learning algorithm. For
example, our keyword matching algorithm found
just 200 applications with the label “People of
North American descent”.

Once CLASSIEfier is tested and implemented, it
will be able to classify almost any text relating to
the social sector. We will offer this tool for use by
grantmakers and other social sector supporters
who wish to understand more about their own
funding and support patterns, and by those who
wish to know about and participate in mapping
of universal trends.

There are a number of niche subjects and
populations that are not supported by the model
(e.g. widows and widowers, Confucist groups,
interfaith groups, domestic workers). We call
these labels – those with few or no applications,
meaning the algorithm cannot be trained to
recognise them – “black holes”.

The tool can be used to classify data not only
within the SmartyGrants system but also across
other enterprises, including GiveNow (Our
Community’s donations platform), Funding
Centre (our grantseeking database), and Good
Jobs (our jobs search platform). External uses
may be found for the tool too.

We are aware that the existence of black
holes in our data model could result in further
marginalisation of non-mainstream subjects and
populations. In an effort to address this, we are
using the previously described keyword matching
algorithm to find grant applications that would
fall under these categories.

Thus we can further standardise how information
is managed, allowing illumination of trends and
comparisons within a specific account or domain
as well as within and across sectors.

Still, we expect not to be able to eliminate black
holes entirely, at least at first. Therefore, each
release of CLASSIEfier will include notes that
identify the black holes in the data, in the interests
of transparency about where the model falls
short.
At this stage, we are focused on classifying
applications up to level 2. Our ability to classify
to levels 3 and 4 will depend on how much data
we can collect from CLASSIE users in future years,
and how well keyword matching performs in
practice.

CLASSIEfier is the first of many artificial
intelligence initiatives that Our Community
is pursuing. We hope to further develop our
capacity in this area with the now we’ve opened
Our Community House, where we will be working
with not-for-profits to build their own capacity to
work with data.

MORE INFORMATION
About the CLASSIE system
Other Innovation Lab news
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Reform program

FRRR rolls out new grants
structure
By Matthew Schulz, journalist, Our Community

William the wombat, a tourism drawcard in Thallon, southwest Queensland, is an FRRR grant beneficiary.

Australia’s premier non-government grants
funder for regional and rural areas has
revamped its grants structure.
The not-for-profit Foundation for Rural and
Regional Renewal (FRRR) – which has distributed
$85 million since 2000 to nearly 10,000 projects
across the country – will now group its grant
programs into three streams.

• People, Place & Prosperity will focus on smaller
grants addressing community issues in smaller
communities.
• Targeted Impact will range from small to
medium grants addressing major issues of
disadvantage and inequity.
• Leading Change will focus on larger-scale
grants to address “system-level challenges or
opportunities”.

A breakdown of the new grants streams. Graphic: FRRR
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FRRR CEO Natalie Egleton said the streamlining
project would further strengthen the
organisation’s efficiency and effectiveness and
make it easier for communities to get the support
they needed.
She described the new granting structure as
“more contemporary, flexible and accessible”.
FRRR said there would be fewer programs under
the three streams, but the breadth of work across
its many focus areas would not change.
Announced last year, and now being rolled
out, the biggest changes will centre on the
new People, Place & Prosperity stream, with a
new general grants program, Strengthening
Rural Communities, bringing together existing
programs with similar focus areas. This includes
the former Small Grants for Rural Communities,
REAPing Rewards, and CATCH programs.
Focus areas such as education, ageing, culture,
heritage, community infrastructure, economic
development, community and organisational
resilience and health will still receive funds, through
the Strengthening Rural Communities program.
Smaller grants remain central to FRRR’s
mission, and significantly, 'Strengthening Rural
Communities – Small & Vital Grants' will now be
open year-round.
FRRR said its aim in streamlining the grants
structure was to simplify the process for
community groups seeking grants, while
providing the organisation with flexibility and
responsiveness when dealing with its 600 donors
and partners.
“Local leaders know exactly what their
community needs and where grant funding will
make the most difference," Ms Egleton said.
"But we had feedback that sometimes groups
weren't quite ready to apply when our grant
rounds were open, and they needed slightly
larger grants because these days things
cost more.
"So, we've responded by introducing
Strengthening Rural Communities - Small & Vital
grants. It’s been well received by community
groups, with more than 100 applications in
progress just two weeks after its launch.”
The revamp is in line with new plans for FRRR for
“sustained growth and deeper impact”, which also
saw the organisation shift both its grants and
donor management systems online.
A driving force of the project is the organisation’s
landmark Impact Report, released last year,
and reported in detail in the April 2018 edition of
Grants Management Intelligence.

FRRR CEO Natalie Egleton.

The 34-page study traced 26,000 grant
applications to better understand and improve
the FRRR offer.
The study prompted a revision of the
organisation’s “theory of change” and provided
a string of insights into the strengths and
weaknesses of its programs.
Findings highlighted the importance of context in
spending – allowing FRRR to differentiate similar
programs with different purposes across disaster
response versus recovery; to address unmet
need around organisational capacity; and to
analyse the tricky business of categorising grants
appropriately.
The report also reinforced the significance of
FRRR's smaller grant programs, which, while
challenging to administer, can also leverage
bigger impacts – often through partnerships.

MORE INFORMATION
FRRR: How the organisation is taking its
grants to the next level
Download: Read the full FRRR Impact Report
2010–2016
DSS: Government revamps program for
women and children
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7 Getting results

Measure twice, cut once:
Why social impact measurement
is an essential skill
By Matthew Schulz, journalist, Our Community

Grantmakers are in prime position to
steer their masters towards best practice
when it comes to impact and outcomes
measurement, an Australian expert says.
Australian Social Value Bank (ASVB) impact
specialist Andrew Callaghan has analysed
new Australian government strategies for
“commissioning for outcomes” and says
grantmakers should be ready to lead when it
comes to understanding impact and achieving
measurable results.
After a decade in the rapidly developing field,
Mr Callaghan continues to be surprised by
the government and corporate sectors’ lack
of strategic leadership and general lack of
understanding about the work, even as more
governments are adopting impact measurement
as an essential part of funding.
It’s a worrying observation, and it comes as
Our Community’s executive officer and “chaos
controller”, Kathy Richardson, pegs outcomesoriented grantmaking as the biggest single shift
in the sector in recent times.

“There’s a lot of wasteful information collected
– and time wasted – that could have been
spent running the programs that were given the
grants, if the grantmakers were clear about the
information they wanted people to collect in the
first place.
“This includes being clear on the kind of outcomes
you’re looking to achieve from those grants and
having a simple and cost-effective way of being
able to give provide that evidence.”
Too often, he says, evaluations are conducted
after the money has been spent, putting
grantmakers under pressure to justify spending
with low-quality assessments.
“In some cases, I wouldn't say organisations are
making it up … but not far off it.”
This is where grantmakers can step in and step
up.
Turn to page 15 for Andrew's five top tips for
improving your social impact process.

Mr Callaghan says funders can stay in front
of their problems by formalising a social
measurement process early with this quick
checklist:
• What is the procedure for communicating to
the people you're giving grants to?
• What is the support mechanism to ensure
recipients are able to collect the data needed?
• What is the process for auditing the data to
ensure it is sound?

Don't waste your time, collect the
right information
“I've worked on evaluations of large-scale
government programs and grant-giving
programs in Australia and New Zealand, and I've
seen that lack of clarity and consistency in what
we're asking for leads to a diverse range of types
of reports,” Mr Callaghan says.

Impact specialist Andrew Callaghan.
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Grantmakers in government have potential access to a vast trove of data to help in their work.

Why government grantmakers have the power
"Grant providers should understand that there
are not a lot of people who would know how to
do this well. And the people who do know how
to do it well realise how hard it is to continually
measure effectively across different types
of programs and to get the data out within
appropriate time frames,” Mr Callaghan says.
Grantmakers in local, state and federal
government organisations are among those
at the coalface of the new measurement
economy, either driving change or adopting new
techniques.
They are front and centre partly because they
have access to the cheapest and most effective
way to conduct data analysis: using data that
already exists, instead of collecting it from
scratch.
Government grantmakers have access to data
banks others can only dream of, and the power
to work at the scale that’s needed.
“Grant providers can be the leaders in showing
how it can be done, partly because of the data
sets that they have available,” Mr Callaghan says.

sensitive information, allowing grantmakers to
inform recipients, “keep doing what you're doing,
because we can see changes happening with the
people that you're targeting.”
This method, Mr Callaghan says, was used
successfully in the United Kingdom through a joint
government and privately funded “social impact
bond” (see our report on page 16 about social
impact bonds) that aimed to reduce recidivism
rates by tracking subjects’ court appearances,
bail commitments and returns to prison.
Proper understanding of social impacts
has massive implications for the funding of
government programs. In New Zealand, the
government continues to develop its Social
Investment Agency, which uses big data to help
the government to prioritise its spending by
targeting the most vulnerable.
Mr Callaghan describes that approach as
“borrowing money from the future”, or taking a
“forward liability” approach, based on the premise
that spending now – on programs to reduce
crime, for example – will save the government
millions, and perhaps billions, in the longer term.

He cites the example of imaginary government
grantmakers wanting to boost the financial
resilience of beneficiaries of government support,
where agencies can both track any reduction in
benefits claimed and watch the effects over the
longer term.
Governments can access statistics on crime,
health, school attendance and more, backed by
systems to protect that data. Governments are
also able to partner with others by drawing on
data collected by grant recipients, which can be
confidentially or anonymously analysed "behind
the scenes”.
This enables a government entity to assess
a program’s effectiveness without releasing

New Zealand’s Social Investment Agency is using big
data to tackle wellbeing.
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Mr Callaghan accepts he’s not just an observer
of the various implications of adopting social
impact measures. He has skin in the game,
as a practitioner who would like to see more
organisations use the ASVB’s approach, a
variation of the cost-benefit analysis (CBA)
methodology adopted by many governments
globally.

pitching for funding should be moving to
"align their organisation’s outcomes” to those
frameworks.

The wave of the future: Governments
establish outcomes frameworks

The ASVB predicts, “In the future, it is highly likely
that any organisation … unable to measure
outcomes will find it hard to meet government
selection criteria for contracts or funding.”

New South Wales, for instance, has adopted a
Human Services Outcomes Framework (HSOF)
for its funding strategies, with outcomes now
embedded into service contracts too.

Governments and departments of all persuasions
as well as foundations and corporates are
creating new guidelines requiring partner
organisations to prove the efficacy of their work.
Last year, for example, as the AIGM reported, the
Department of Social Security moved to revamp
its $217 million families and children program,
focusing on outcomes at the expense of the
former program-related funding model.

There are significant similarities and important
differences in the way the Western Australian
government has approached the issue, Mr
Callaghan says.
The overall aim of measuring achievement in the
human services and social sector domains is the
same, but in the west the government has not yet
made outcomes a requirement of contracts.

The ASVB has been examining the release of
outcomes frameworks for service areas in New
South Wales and Western Australia.

More significantly, the WA Department of Premier
and Cabinet has commissioned the state’s social
sector peak body, the Western Australian Council
of Social Services (WACOSS), to develop that
framework, rather than develop it internally.

The ASVB’s basic argument is that organisations
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Mr Callaghan supports the decision. “You're
essentially allowing the sector – who are out
there working on the ground – to get consensus
and to build up an agreed framework of collective
impact for the sector.”
For tackling large-scale social issues, "that is a
really good way of making sure everyone has
agreed to that model”.
The NSW approach of creating those frameworks
internally mirrors Victoria’s process, he says. In
both cases, those states have developed a “bank
of metrics” for organisations to employ.
But he predicts a challenge for those states
in translating and applying what he describes
as “population-level” metrics. He’s referring to
measures that test for improvements at state
level but could prove problematic for assessing
smaller-scale grants.
He cites the imaginary case of a not-for-profit
working with schools to combat absenteeism
across several schools. While the government
stipulates the use of indicators by postcode,
this fails to capture results that might apply to
just a few dozen students in a string of different
postcodes.
“How does that relate to individual organisations
that get a grant for $20,000? How are they meant
to relate those metrics to the impact they're
having? That's where the disconnect is.”
Instead, he says, funding organisations must
aim for a set of principles that can capture
information consistently across organisations and
can also be combined across programs.
Not surprisingly, Mr Callaghan says that which
models you choose for measurement and
evaluation depends on the use case, but it helps
to consider the purpose.
“At a more basic level where traditionally there
was a pot of money, whether it's a grant or
whether it's to deliver services, consider: what's
the thinking going on within a department and
how they're formulating that offer out to the
people who win those grants or that funding?
What are they getting back? How useful is it?”
Once those basic questions are answered, it is
easier to improve that system and get on with the
main game of "maximising impact through the
use of that data”.

Can we agree to disagree? Models for
measurement
These NSW and WA approaches are but two of
countless frameworks being tested across the
globe.
Which begs the question: which model is best?

Social investor Alan Schwartz is seeking a model of
social good that can be measured and traded.

Perhaps the answer will be provided by the
Universal Commons project, spearheaded by
social investor Alan Schwartz, tied to a generous
prize for anyone who can crack the code of
valuing social good. (See Grants Management
Intelligence, December 2018)
A single dominant model is perhaps a long way
off, but there is a growing sense of the need
to seek agreement on basic principles and
practices.
"The methodology can be agnostic,” Mr Callaghan
says. “It doesn't have to be cost-benefit analysis
(CBA), or social return on investment (SROI), but
the reality is there has to be agreement on the
principles, there has to be agreement around
a certain level of kind of academic rigor, and
especially that creation of value, which should be
a kind of monetary value if we want social value
to be easily understood.”
Earlier this year the OECD highlighted the problem,
painting a picture of 590 different social impact
investment policies across 45 countries, with most
of the $US228 billion invested targeting “easy
returns”. The OECD believes the current mix is less
than desirable in the battle to achieve the UN’s
stated social development goals (SDGs).
“The challenge lies in defining and measuring
impact,” said OECD development co-operation
director Jorge Moreira da Silva in a recent
announcement.
“Different countries, public and private
organisations are using different yardsticks to
measure different elements.
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Members of the Social Impact Measurement Network Australia (SIMNA) are among those actively setting
standards, pushing for better policies and sharing knowledge.

"To counter the risk of ‘impact washing’, public
authorities have a responsibility to set standards
and ensure they are adhered to.”
Mr Callaghan agrees, drawing a parallel with
accounting standards.
“You have different peak bodies in accounting
which make different judgments around value,
depreciation percentages and other measures.
That's an example of reaching consensus. And
eventually people will start signing up to different
principles and practices.
“If you want to take impact measurement
and evaluation to a level where it becomes a
profession, like accountancy, then you need to
start understanding that it needs large-scale
guidance.”
That guidance includes pushing organisations to
measure the whole picture of the impact they’re
having instead of selectively reporting the most
positive aspects.
Again drawing a comparison with accounting, Mr
Callaghan believes organisations should regularly
report on their social impact, ideally alongside
their financial reporting.
“The company I work for is based on a certain
methodology, using cost-benefit analysis, which
is the way government goes about looking at the
effectiveness of social programs.
“Our perspective is that we're looking to
create something that's cost-effective, lighttouch resource-wise for organisations, but is
rigorous enough to meet the standards of what
government and other funders want.”
He accepts that some academic institutions
and others “fundamentally disagree with putting
monetary value on social outcomes”, but he
believes it is still "early days”.

Yes, but what can we do now?
Grantmakers at all levels of government
– alongside community and philanthropic
foundations and corporate grantmakers – might
think these hurdles make the challenge bigger
than ever. But Mr Callaghan offers hope.
"That's where you have this kind of idea of
contributing towards those larger outcomes.
If you're an organisation that is linked to
government, at whatever level, you need to be
aligning the outcomes of what you're doing to
their outcomes.”
Organisations reporting to funders may not need
to provide reports at the same level of complexity
as their masters, but they must at least
understand how they are contributing to those
“population-sized metrics” and other measures.
Grantmakers must also rethink what they really
expect from recipients, and Mr Callaghan points
the finger at the multitude of acquittal reports
that come with built-in rose-tinted lenses.
“I've produced many impact reports in my life.
But have you ever seen a negative impact report
that's been published? One that says this grant of
$2 million we gave completely failed and had no
impact? That needs to change.”
This doesn’t mean your failures need to be
splashed on the front page of the newspaper,
he says, but it does mean you should
dispassionately learn and adapt from your
mistakes.
When it comes to the cost of evaluation, Mr
Callaghan says all governments have different
spending guidelines, ranging from 5% to 20% of
the budget.
The calculation may be based on size of the
project, or on spending thresholds.
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Rushing for a result might completely defeat the goals you were trying to achieve.

As an example, he says, one model might
expect the evaluation of projects worth less than
$100,000 would only need "an anecdotal case
study”; the evaluation of projects worth more than
$100,000 would require quantitative analysis;
while projects worth more than $250,000 would
require “pre-post” social impact evaluation, with
data gathered before and after the intervention.

and get me some nice stats around what's
happening, so that they can present it".

Cart before the horse? Getting the
process right

“That's a waste of the evidence base that's been
collected, because it's not being used in that
decision, [and] if you foresee that's what is going
to happen, then you've got to question why are
you investing in that evidence base if you're never
going to use it?”

Having guidelines doesn’t mean people are using
them properly, and processes are easily derailed
by poor politics, poor timing and poor processes.
It probably wouldn’t take any of us long to dig
up a news report about a grants process that
skipped a few stages, including evaluation.
Mr Callaghan has witnessed projects already well
underway – with grants issued – even before
the desired outcomes of the program or its logic
model are fully defined.
“Then you're tendering for the evaluation at the
very end of a project and need to retrospectively
evaluate a whole program”.
“If impact measurement evaluation is constructed
around evidence-based policy, and evidencebased grant-giving, then fundamentally your
desired set of outcomes should be driving the
design of your activity, not the activities driving
the outcomes you're looking to measure.”
Mr Callaghan warns that trouble can occur
when politics intervenes, when the whim of a
minister means that public servants – who may
not be specialists in the field – are required
under intense time pressure to define reporting
requirements or make decisions that don’t reflect
the evidence.
"A minister is going to give a presentation next
week, so quickly go out and get me some quotes

Authorities and funders can also leap into
the unknown because the evidence doesn’t
materialise in line with policy, or with political or
financial cycles, and the powers-that-be press
on anyway.

He says it doesn’t have to mean a conspiracy
is afoot, but it might mean timelines are
mismatched, or under pressure, or there are
competing priorities between departments.
"Your program is over, and your final report from
each organisation that you've given funding
to comes in at the end of June. You have all
these reports, and people want to do something
straight away, but from an observations analysis
and recommendations side of things, there is still
a lot of work to be done.”
We’d like to see that work done right. Wouldn’t
you?

MORE INFORMATION
Methods and tools: Social Impact
Assessment Strategy Report (HEC Paris)
OECD Report: Social Impact Investment 2019
Vital Signs: A reporting framework
for community foundations (Grants
Management Intelligence, November 2017)
Social measurement special (Grants
Management Intelligence, April 2018)
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gValue judgments

When listening to stakeholders
does your head in
By Amanda Nuttall, Director, Think Impact

A "materiality approach” can address
competing stakeholder expectations by
assessing what’s most important for your
organisation, writes Amanda Nuttall.
How can an organisation be responsive and
responsible without becoming constantly
reactive? How can we meaningfully understand,
measure and communicate the long-term
sustainable value created by our organisations?
And on the other side of the coin, how can we
know when and where value is destroyed or
diminished as a result of our activities? And who
decides what is “value” anyway?
Societal expectations are changing fast, but a
materiality process could help you to “manage
the mayhem”.
While corporate giants have been using this
method for years, governments are increasingly
adopting the process.
Among them include the City of Melbourne, which
used the method to map its strategies against
the United Nation’s Sustainability Development
Goals (SDGs).

Western Australian government agencies Main
Roads and LandCorp, which manage roads, and
land releases respectively use the approach in
annual and sustainability reports.
Materiality presents an opportunity for
grantmakers and funders to do better with
feedback, strategy and transparency in making
informed decisions, using a transparent and
comprehensive picture of how business models
create or destroy value. The analysis technique
also accounts for the different expectations for
your different stakeholders.
So how does a materiality analysis work? It
comes down to understanding that a matter
is considered “material” if there is a substantial
likelihood the information will affect the decisions
of a reasonable person.
A fit-for-purpose materiality analysis is like a filter
that can prioritise what information influences the
creation of value for your stakeholders, and the
issues that would affect people’s decisions.
An analysis requires asking stakeholders what
value they think you are creating, who you are
creating that value for, and where you could
improve.
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Materiality Matrix - example

A materiality matrix, with the impact of issues shown on the x-axis and stakeholder
interests displayed on the y-axis. Source: Think Impact

Stakeholders could include board members, staff,
partners, members, customers, funders, donors,
government and community members.
A good analysis can be the key to greater
transparency and accountability, as well as
understanding, communicating and maximising
value creation.
Materiality analysis can also guide strategic
planning by enabling organisations to
identify future trends, new business risks and
opportunities that could affect their ability to
create medium-term and long-term value.
Being clear about those material topics is
also a foundation for defining the content
of sustainability and integrated reports and
underpins methods in non-financial assurance.
This type of analysis is widely applied by leading
sustainability reporters within the business sector,
but also presents opportunities for the forpurpose sector.
Stakeholders expect that for-purpose
organisations can demonstrate that they are
operating effectively and efficiently.

Rightly, they want to see people acting in
accordance with stated missions, providing
accountability to stakeholders and offering
value for the money invested by donors and
funders. It is also a useful process to map against
international actions such as the UN sustainable
development goals (SDGs).
Think Impact uses the International <IR>
Framework (Integrated Reporting), GRI (Global
Reporting Initiative), AccountAbility’s five-part test
and SASB’s (Sustainability Accounting Standards
Board) materiality maps to create a “materiality
matrix”.

MORE INFORMATION
Comment: Materiality process moves shifts
from art to science (Ethical Corporation)
Greenbiz: The maze of materiality definitions
Energy, sustainability, resources view:
Materiality assessment explained
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