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NOT-FOR-PROFIT GOVERNANCE AND PERFORMANCE STUDY 2021

Building a brighter
future for all

CommBank is very proud to continue
its support of the AICD NFP Governance
and Performance Study.

Over the seven years of our involvement with this
key body of research, we have seen the not-for-
profit sector face, and overcome, a wide array of
challenges. It speaks to the strength, tenacity and
innovative spirit that are the hallmarks of the tens
of thousands of people who make up this vitally
important sector of the Australian economy.

As the COVID-19 pandemic continues to bring
significant upheaval to our lives, it has also
brought with it a heightened awareness of the
role not-for-profits play in our society. Demand
for support and services from the sector continues
to increase, particularly in the areas of domestic
and family violence, homelessness, food relief and
mental health.

CommBank has developed a range of resources
and programs aimed at supporting all sectors of
the Australian economy. From our cyber security
initiatives to help people stay safe online, through
to our Next Chapter program which supports our
customers and their families who are experiencing
domestic and family violence or financial abuse,
we remain committed to our vision of ‘building a
brighter future for all’.

On behalf of the team here at CommBank, we
hope you find the 2021 research of value and that
it helps to shape and guide the conversations you
are having with your fellow board members, and
executive leadership teams.

Julienne Price

Head of Schools, Not-for-Profits and
Women in Focus

Commonwealth Bank of Australia

aicd.com.au/nfpstudy2021
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NOT-FOR-PROFIT GOVERNANCE AND PERFORMANCE STUDY 2021

Not-for-profit governance
in the spotlight

Over the past two years, Australia has
endured a catastrophic bushfire season
and a devastating health pandemic that
have tested our community’s resilience
and ability to coalesce.

However, we can also contemplate how well

the leaders of our NFPs have governed their
organisations in such testing times and continued
to deliver upon their purpose.

This, the 12th edition of the Not-for-Profit
Governance and Performance Study, tells

a predominantly optimistic story. For most
organisations the financial outlook is relatively
positive over the medium-term, but it will take some
years to recover the ground lost through COVID-19.
The effectiveness of organisations is well-rated and
survey respondents also reflected on the continuing
improvement in the quality of governance. Most
encouraging, the outlook (while facing some major
challenges regarding workforce) is upbeat with

a view that innovation and evolving operational
models would mean that clients could be served
even better over coming years.

We remain committed to our mission to build

the capability of a community of leaders for the
benefit of society. We are extremely proud to have
continued to increase the number of scholarships
for leaders of smaller NFP organisations in the
2021/22 financial year, with 186 recipients being
selected to attend our highly regarded Governance
Foundations for NFP Directors course. These
recipients were chosen from almost 800 high-
quality applications, a number which emphasises
the commitment of the individuals in this sector to
professional development.

We will support those aspirations through the
resources we provide members and the community
generally, including our dedicated NFP Resource
Centre, NFP Governance Principles, and our
continued advocacy for better policy and practices
to govern the sector. Our purpose is to strengthen
society through world-class governance, and
improving the capability of leaders within the NFP
sector is essential to achieving that purpose.

Angus Armour FAICD
Chief Executive Officer and Managing Director
Australian Institute of Company Directors

aicd.com.au/nfpstudy2021 4



NOT-FOR-PROFIT GOVERNANCE AND PERFORMANCE STUDY 2021

Executive summary

For more than a decade, the AICD’s Not-
for-Profit Governance and Performance
Study (NFP Study) has sought to delve
behind the headlines and explain the
unique challenges facing the boards and
directors in this vastly diverse sector.

The 2021 NFP study has again been conducted
against a backdrop of organisations being under
enormous pressure and immense disruption. Many
of the organisations caring for our most vulnerable
or providing vital services to the community, are
being tested like never before.

The 2020 study highlighted that in many sub-
sectors, COVID-19 had intensified the financial
pressures that existed prior to the pandemic,
while other sub-sectors were surprisingly far less
impacted. This year, the results of our research
continue this theme, with more surprising findings
about the role of directors in a crisis.

Remarkably, the financial impacts have not been

as damaging as many predicted. Eighty-four per
cent of respondents reported making a profit or
breaking even in the 2020/21 financial year, and
more optimistically, three-quarters of respondents
believe they will be in a stronger financial position in
three years’ time.

Directors have continued to devote more time on their
roles during the past year, but have largely focused on
governance issues, and avoided being too involved in
operations. In doing so, they rated the effectiveness
of their organisations highly, and noted overwhelming
confidence in their executive leadership teams.

For the first time, twenty per cent of directors
reported as being remunerated by their organisations.
This was most common in Development and Housing,
and Health & Residential Aged Care sub-sectors.

The fundamentals of governance remain high

on director’s agenda, and risk management
frameworks were widely recognised as effectively
shielding NFPs throughout the pandemic. In fact,
less than ten per cent viewed their risk frameworks
as being ineffective. Throughout the pandemic we
have heard of the critical importance of focusing
on the organisation’s purpose, and respondents
also reflected on this need and to ensure that their
strategy aligned.

There were major operational changes implemented
during the pandemic, and many of these changes
will remain after the pandemic has moved on.
Ninety-five per cent stated their service delivery
had changed somewhat, and close to half believed
that post-pandemic opportunities would increase.
Key priorities for the next twelve months included
responding to these opportunities, as well as
dealing with workforce issues and a greater focus
on innovation. Interestingly, merger activity and
discussion were at an all- time low.

The style of this year’s study has changed following
a review after last year’s report. The major key
findings are still explored within this report,
however, there are a range of other findings some
of which are listed below. In early 2022, we will
introduce an online dashboard that will enable
readers to delve deeper into the details of the
research and trends.

aicd.com.au/nfpstudy2021 5



Other key findings

Protecting lives and wellbeing
of clients had the highest
frequency of directors
considering this as the single
top priority.

Changes expected over the
next twelve months for NFP
organisation most commonly
included increases in
innovation (17%) and increases
in service volume (17%).

The COVID-19 outbreak has

clearly affected NFP operations.

A large majority (81%) were
more cautious with client and
staff safety than advised by

governments and almost all report

they are continuing to respond

well to the COVID-19 emergency.

COVID-19 touched almost every
NFP in terms of the services
provided. Only five per cent
reported not adjusting their
services at all.

The highest priority was given
to maintaining regular goal
reviews for the organisation
and improving the board
composition (including skills,
diversity, and succession
planning).

Almost half of organisations
achieve an annual income of
between $1 million to less than
$20 million. Almost a quarter
(23%) earn under $1 million
and 31% earn more than $20
million per annum.

While the majority of NFP
organisations across sub-
sectors made a profit or broke
even, those with the highest
proportions making losses
were Religion (25%) and
Health and Residential Aged
Care (22%).

A notable proportion (35%)
of NFPs used their financial
reserves to fund their
operations during the last
financial year.

A substantial percentage of
respondents (82%) agreed
that the NFP sector needs
more financial help from
governments.

NFPs are clear in their belief
that their State or Territory
Government is handling the
COVID-19 situation well (75%).
Conversely, when asked about
their views of the Australian
Commonwealth Government,
the majority (56%) disagree
the Commonwealth
Government is handling it well.

An overwhelming proportion
of NFP Directors (81%) are
worried about the strength of
the Australian economy.


aicd.com.au/elevatingstakeholdervoicestotheboard

KEY FINDING ONE
COVID-19: The financial

impact and outlook

The financial impact of the pandemic
on the NFP sector was highlighted in the
2020 study, and it remains a key issue
again this year. Last year there was

an expectation of further declines in
profitability, however, overall profitability
has improved, and the longer-term
outlook appears relatively positive. The
complexity of the NFP sector and the
impacts of COVID-19 can be seen in

the very different results in financial
performance and financial outlook
across the different sub-sectors.

aicd.com.au/nfpstudy2021 7
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KEY FINDING ONE - COVID-19: THE FINANCIAL IMPACT AND OUTLOOK

Loss / break-even / profit Profit margin

Most respondents (84%) reported their organisation  Almost one-third of organisations reported a profit
made a profit or broke even in the 2020/21 margin of greater than ten per cent (10%).

financial year. . . C e
Eighty-five per cent of NFP organisations

A notable proportion though (15%) made a loss in percentage profit ranged between one and twenty
the 2020/21 financial year. per cent.

Eleven per cent made more than twenty-one per

\ cent profit.

15% 26%

Made a loss Broke-even,
or close to 28%

l 4%
Less 1%-5% 6%-10% 11%-20% 21%-50% 50%
% % than 19 d
O 0 an 1% anda over
Made a profit Don't know
n =998

The percentage profit is total profit divided by total revenue.

n=1735 “When the pandemic first

hit, our first reaction was to
“We were eligible for some conserve cash because of the
of the Government stimulus unknown nature of how the
that came through and we pandemic would evolve. But
passed that on dollar-for- within 3 months that policy
dollar through concessions changed when we could
for targeted families who clearly understand what was
needed assistance.” happening with our finances.”

aicd.com.au/nfpstudy2021 8



Profitability by sector

KEY FINDING ONE - COVID-19: THE FINANCIAL IMPACT AND OUTLOOK

Religion, and health and residential aged care
organisations were the most likely to make a
loss. This has continued a trend in the health and
residential aged care sector over recent years.

Religion

Health and residential aged care

Business and
professional associations

Environment

Culture, arts, recreation and sports

International activities

Development and housing

Social services

Law, advocacy and politics

Education and research

Philanthropic intermediaries and
volunteerism promotion

n = min 30 max 406
Sample size differs across sub-sectors.

25% 33% 42%
22% 22% 56%
18% 29% 53%
17% 30% 53%
16% 28% 57%

15% 38% 46%
13% 32% 55%
1% 23% 66%
10% 47% 43%
10% 28% 62%
8% 34% 58%

Make a loss I Break-even, orcloseto [l Make a profit

“It’s the perennial problem of getting funded for the

service delivery unit, but not overhead. Ultimately

you erode the back end of the organisation because
you can’'t fund overhead. So, most organisations who
have made the pivot to working online, they discover

their IT system just doesn’'t have the capacity, your

cyber security is not up to date..”

aicd.com.au/nfpstudy2021
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KEY FINDING ONE - COVID-19: THE FINANCIAL IMPACT AND OUTLOOK

Actual income compared to budget

One-quarter of respondents (25%) reported their “For our board, the most
2020/21 income came in under budget, while almost . . ’
three-quarters (74%) of the organisations were lmp.ortanF 1Ssue we ?e .
above or close to budget. dealing with strategically is

diversification of our funding.
Because post-COVID-19,
budgets have blown out.”

25% 35%

Income was Income was
under budget above budget

Medium-term financial outlook

Most NFP organisations had a positive outlook with
seventy-three per cent forecasting a slightly, or
' much stronger financial position in three years.

Most of those forecasting a weaker financial
1% position thought it would only be slightly weaker.

39%

Income was close Don't know

to budget
48%
n =1741
25%
Sources of income
Government block funding and general commercial
activities were listed as the top two sources of 15% 10%
income for organisations.
4%
Government 189% _
block funded Much Slightly No change Slightly Much
weaker weaker stronger stronger
Activities n=1725

for service

Member Fees 13%
Government funded _ 1%
for outcomes
Other 7%
Sponsorships 5%

n =1748

Arithmetic mean used: Respondents were asked to allocate
one hundred per cent of their organisation’s income to

the categories above. This eliminated any outlier answers
enabling the use of the average (mean) for this question
rather than trimmed average.

aicd.com.au/nfpstudy2021 10



KEY FINDING ONE - COVID-19: THE FINANCIAL IMPACT AND OUTLOOK

Financial recovery post-COVID-19

Forty-one per cent of organisations responded that
they either were not financially affected or are
better off, since the onset of the pandemic.

A further thirty-nine per cent, would be back to
pre-COVID-19 profitability in less than two years.

A very small proportion

of organisations estimate

they may not financially recover from COVID-19
for more than five years, if at all (2%).

Our organisation
was not financially
impacted by COVID-19

We are financially better
off since COVID-19

We expect recovery
in less than 6 months

We expect recovery
in 6 months to 1 year

We expect recovery
in more than 1 year
to less than 2 years

We expect recovery
in more than 2 years
to less than 3 years
We expect recovery
in more than 3 years
to less than 5 years

We expect recovery
in more than 5 years

We may never recover

n=1722

24%

17%

23%

1%

1%

“You've probably discovered
parts of your balance sheet
you've never looked at more
closely than ever before. You
get very focused on it. All of my
organisations have revisited
and redone our cash reserve
policies, because of this focus
now on recognising and being
much clearer on how much
reserve we need to carry.’

QUESTIONS FOR DIRECTORS
- What should our targeted profit margin be?

- How does our profit margin compare with
other organisations within our sector?

- Do we need to diversity our income sources?

- What might impact both our income and
expenditure over coming years?

- Does our reserves policy need to be re-visited?

- Is our cash flow sufficient to meet our
financial obligations?

aicd.com.au/nfpstudy2021
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KEY FINDING TWO

Directors’ role
continues to evolve

&

The expectations of directors intensified
during the pandemic with an increased
time commitment again this year.

The majority of respondents stayed
focused on governance issues without
delving too deeply into operational
matters. They also appeared in
‘lockstep’ with their executive teams,
rating organisational decision-making
extremely high. For the first time,
remuneration of directors reached
twenty per cent of respondents.

aicd.com.au/nfpstudy2021
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KEY FINDING TWO - DIRECTORS” ROLE CONTINUES TO EVOLVE

Time spent on director role
compared to last year

Seventy-four per cent of respondents report their
time spent on work is about the same or somewhat
more compared to last year.

Less than half the timei 2%
Somewhat less 8%

About the same A%

Somewhat more 33%

Twice as much
time, or more

12%

Don't know/|

Not applicable 4%

n =1399

Time per month spent on director duties

Forty-five per cent of directors are spending more
than three days per month, on director duties.

Less than 1 hour | 1%
1to 4 hours
5 to 8 hours

1to 2 days 31%

(9 to 19 hours)

3 to 5 days
(20 to 40 hours)

6 to 8 days
(41 to 64 hours)

More than 8 days
(More than 64 hours)

n =1405

“There’s been a greater level

of board involvement at an
operational level. The meetings
are longer, and the reports are
longer as all board members
need to be across the issues.”

“Our board met weekly, or
sometimes more than weekly
in the first few months. It

was very intense. We had to
be across so many different
details.”

aicd.com.au/nfpstudy2021 13



KEY FINDING TWO - DIRECTORS” ROLE CONTINUES TO EVOLVE

Payment of board members Discussion about paying board members
For the first time, twenty per cent of respondents Eighty-two per cent of organisations have not
were remunerated. discussed the option of paying board members.
82%
52% 26%
. Unpaid, but
Unpald expenses are
covered
18%
' Yes No
n=1395
()
20% 2%
Paid Other
“Paying directors will

change the nature of the way
community invested voluntary
organisations are run. I think
it’s an inevitability, but I don’t
think it should be embraced
unless necessary.”

n =1787

aicd.com.au/nfpstudy2021 14



KEY FINDING TWO - DIRECTORS’ ROLE CONTINUES TO EVOLVE

Payment of board members (by sector)

The sectors featuring the highest percentage of organisations paying their
board members are development and housing (41%), health and residential

aged care (32%), and business and professional associations (24%).

Development and housing
Health and residential aged care
Business and

professional associations
Environment

Education and research

Business

Culture, arts,

recreation and sports

Law, advocacy and politics
Philanthropic intermediaries and
volunteerism promotion
International activities

Religion

None of the above

n =1785

6%

6%

6%

5%

5%

B Paid

41%
32%
24%
19%
17%

16%

37%

B Unpaid

39%

40%

32%

56%

57%

57%

68%

59%

74%

62%

68%

35%

B Unpaid, but expenses are covered

17%

26%

41%

23%

25%

26%

25%

34%

19%

31%

19%

24%

Hl Other

3%

2%

4%

2%

2%

2%

1%

0%

2%

3%

8%

4%

“A lot of NFP boards have been generally volunteer
boards. The days of a volunteer board, especially in a
sector like aged care, are probably coming to an end.
The risk and the required level of knowledge and skill
have changed dramatically over the last couple of years.”

aicd.com.au/nfpstudy2021
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KEY FINDING TWO - DIRECTORS” ROLE CONTINUES TO EVOLVE

Director remuneration (by sector)

Of the organisations that pay their board members, the average
remuneration payment across all NFP sectors is $17,605. In a
breakdown by sector, business and professional associations offer
their board members the highest average payment with $32,098.
Education and research has an average remuneration of $20,959.

Business and

professional associations

Education and research

Environment $11,806
Culture, arts, recreation _ $10,063
and sports

$20,959

n =326
Some sector figures are omitted from this graph due to
insufficient responses to this question to be reliable.

$32,098

aicd.com.au/nfpstudy2021
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KEY FINDING TWO - DIRECTORS” ROLE CONTINUES TO EVOLVE

Quality of governance

compared to three-years ago

A sizeable proportion of respondents (83%) rate
their governance as somewhat or much better than
three years ago. Conversely, only four per-cent felt it
was worse.

44
39%
14%
1% 3%
Much Somewhat About Somewhat Much
worse worse the same better better
n=1714

Board response to COVID-19

One-third (33%) of organisations reported their
boards have been operationally involved in the
response to COVID-19.

No input from the board 2,
has been needed :

Minimal - the organisation's
response has been 12%
managed by the executive

The board has been kept

from the executive

The board has been actively
involved (providing _ 339,
specialist advice, working :
with staff or on

frontline services)

Other (please specify) I 2%

n=1716

“Board members haven't been
able to visit our on-the-ground
staff at our sites for 12 months.
It’s made a disconnect between
the board and the operational
part of the organisation.
Nothing replaces going to the
site and having a cup of tea
with one of the staff members."

“When COVID-19 started, for
the first few months, the focus
of the board meetings weren't
dealing with our strategic plan,
as we would do in normal
times, or are back to doing
now. It was all the emergency
and catastrophe-based things
and how we should deal

with them.”

aicd.com.au/nfpstudy2021
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KEY FINDING TWO - DIRECTORS” ROLE CONTINUES TO EVOLVE

Executive team’s effectiveness

Directors showed confidence in their executive
teams’ effectiveness. Ninety-three per cent agreed
they were ‘confident their executive leadership is
making good decisions’.

71%
22%
4% 29,
| —
Strongly Somewhat  Somewhat Strongly
agree agree disagree disagree
n=1775

“Focus on skills of the board
and executive, if you get that
right you'll have good boards
and a strong executive. Skills,
skills and skills.”

QUESTIONS FOR DIRECTORS:

- Are we focusing on the key issues affecting
our organisation?

- Do we need to be closer to the operations of
the organisation?

- Would remuneration of directors
improve board performance and/or
succession planning?

- Do we have an approximate relationship with
our executive team?

- Are we comfortable with our succession
planning for our executive team?

aicd.com.au/nfpstudy2021
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KEY FINDING THREE

Directors focus on

purpose, risk, and strategy
during testing times

/77— Since the beginning of the pandemic,
E—@ the AICD has heard many directors
express a desire to renew their focus on
fundamental issues of purpose, risk, and
strategy. These same themes appeared
strongly in both this year’s survey
responses and focus groups.

aicd.com.au/nfpstudy2021 19
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KEY FINDING THREE - DIRECTORS FOCUS ON PURPOSE, RISK, AND STRATEGY DURING TESTING TIMES

Organisation’s effectiveness at achieving their purpose

Seventy-seven per cent of respondents believe their organisation
is mostly, or highly effective at achieving its purpose.

Eight per cent believe their organisation is ‘highly ineffective’.

40%
37%
8% 9%
Highly Mostly Somewhat Neither ineffective Somewhat Mostly Highly
ineffective ineffective ineffective or effective effective effective effective
n =1862

“We're really good at measuring “Our purpose is to end
the outcomes we’re supposed homelessness. We can measure
to produce for the funding we that in terms of how many
receive, but our higher-order people we house and the
purpose is generally so long services we provide. But were
term, so how do you build a only measuring what we do,
measure that tells you you're we’re not measuring what we
heading in the right direction?” can’t see or don’t know.”

aicd.com.au/nfpstudy2021 20



KEY FINDING THREE - DIRECTORS FOCUS ON PURPOSE, RISK, AND STRATEGY DURING TESTING TIMES

Effectiveness of risk framework
in responding to COVID-19

While the majority (74%) were comfortable with
their risk frameworks, interestingly seven per cent
reflected it did not work well at all.

34% 34%

18%

7% 6%

Not well  Slightly Moderately  Very Extremely
at all well well well well

n=1716

“Nobody on the board put
‘pandemic’ on our risk register.
That one hit us - blindsided.
Nobody thought we'd have a
pandemic and have to shut
everything down. It’s opened
our eyes to the possibilities and
how creative we have to be in
risk planning.”

“Risk has become more
prominent in our board
meetings than any other issue
in the last few years.”

Director focus on strategy

Amongst other priorities, many directors will be
focused on their organisation’s strategy over the
coming months.

Twenty-four per cent (24%) rated “clarifying
strategic direction” amongst their top three
priorities for the coming year. This, along

with, “responding to changes in the operating
environment” reflects the major upheavals in
operating environments and the need to ensure
these align to purpose.

38%
24%
Clarifying Responding to changes
strategic in operating environment
direction

n =1820

QUESTIONS FOR DIRECTORS:
- How well are we measuring our purpose?
- Does our strategy still align?

- Has our key operational model changed
substantially?

- When did we last review the effectiveness of
our board?

- Is our risk framework appropriate?
- Have our risks changed substantially?

- How well prepared are we for the next
major crisis?

The AICD's NFP Governance Principles provide
further guidance on purpose, strategy and risk.

aicd.com.au/nfpstudy2021
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KEY FINDING FOUR

Mergers still not
on the agenda

Many observers of the NFP sector had
S | thought that merger activity would
‘== | begin ramping up in 2021. However, the
results of this year’s study found little
sign of this materialising. Discussions on
potential mergers are at a ten-year low.
The rate of organisations winding up is
also at the lowest point since the study
commenced in 2012.

aicd.com.au/nfpstudy2021 22
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KEY FINDING FOUR - MERGERS STILL NOT ON THE AGENDA

Mergers and winding up

Only a very small proportion of organisations report
they will be winding up (1%) or discussing winding
up (5%) within the next twelve months.

Almost a fifth of NFP organisations though (18%)
are discussing a merger.

We are currently

95%
undertaking a merger| g,

We vill be discussing [ RREMEEEE ©2*

merger in the next
12 months 18%

we vl be | 55

winding-up/closing| 1o,

We il discuss IERREEE 95

winding-up/closing 5,

No Yes

n = from 1587 to 1658

Probability of merger

Of those NFP organisations who reported merging
or discussing merging within the next twelve
months, forty per cent report the chance of merger
is less than fifty per cent and thirty-two per cent
report being more than fifty per cent certain of a
merger taking place.

Less than 25% 20%

25% to less than 50% _ 20%

About 50% 28%

More than 50% to 75% 12%

n =357

aicd.com.au/nfpstudy2021 23



Rationale for merger discussion

KEY FINDING FOUR - MERGERS STILL NOT ON THE AGENDA

For organisations undertaking or considering mergers or winding up, the top three reasons that featured most frequently
were to ‘broaden the range of services’, to ‘increase the number of people served’, and to ‘better meet our mission’.

Broaden our range of services
to existing service users

To Increase the number
of people served

Better meet our mission

Improve efficiency

Develop or maintain our market share,
including reducing competition

We are not financially sustainable

We have insufficient resources to
transform to meet market needs

Be more attractive to funders

Increase our size

Due to changing compliance
requirements or costs

Encouraged by government

Our mission is no longer relevant

n =242

13

16

22

19

14

14

1"

12

20

35

36

34

30

16

12

B 1st reason provided

15

B 2nd reason provided

38
34
31 24

30 30
26 21
14 12

19

25

18
40 60 80

QUESTIONS FOR DIRECTORS:
- Would a merger assist in achieving our purpose?

- Would a merger assist our financial viability?

28

28

100

M 3rd reason provided

- What sort of organisations would we consider merging with and why?

- Will there ever be a time when our organisation is not needed, and what
would we then do?

aicd.com.au/nfpstudy2021
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KEY FINDING FIVE

Challenges and
opportunities ahead

The need to reform business models
during the pandemic has enabled
organisations to operate very differently
through and in a post-COVID-19
environment. Grasping opportunities
through innovation are top of mind for
many directors.

a)

Against the backdrop of these
opportunities, however, there are major
challenges such as workforce shortages
and clients who may need greater care
and support than ever before.
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KEY FINDING FIVE - CHALLENGES AND OPPORTUNITIES AHEAD

Impacts of post-COVID-19 environment

Almost half (49%) of the respondents believe the post-COVID-19
environment will increase opportunities available to their organisation.
The second-largest response (32%) is that little or no impact is expected
to organisations post-COVID-19.

Decrease the opportunities available to this organisation M%

32%

Little or no impact expected to this organisation

49%

Increase the opportunities available to this organisation

Other 4%

Don't know 4%

n=1713
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KEY FINDING FIVE - CHALLENGES AND OPPORTUNITIES AHEAD

Top three priorities for organisations in the next 12 months

"ou

“Responding to changes in the operating environment”, “protecting lives and wellbeing of clients”, and
“diversifying income sources” were most frequently included in respondents’ top three priorities for the

"ou "ou

next twelve months. “Improving board governance”, “understanding and managing costs”, “remaining
solvent”, and “improving productivity” were considered priorities by fewer (NFP) directors.

Responding to changes in
operating environment

254 199

Protecting lives and wellbeing of clients 432 99 86

Diversifying income sources 156 223 197

Clarifying strategic direction 176 147 17

Improving service quality 129 167 139

New service/product development 139 159 136

Workforce Planning 73 155 163

Forming strategic partnerships 74 115 169

Increasing own source income 89 117 VAl

Re-designing business model 60 104 71

Understanding and managing culture [fd) 86 94

Improving board governance [N 61 99

Understanding and managing costs [ 76 79

Remaining solvent 70 @ 41 54

Improving productivity 15 42 54

Other 35 29 22

0 100 200 300 400 500 600

B 1st priority B 2nd priority B 3rd priority

n =1978
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700
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Changes expected in the next 12 months

KEY FINDING FIVE - CHALLENGES AND OPPORTUNITIES AHEAD

Substantial increases are expected for the NFP sector for ‘innovation’ (17%), ‘total volume of service provided’ (17%),
‘capital investment’ (16%) and ‘client numbers’ (16%). Also high on the agenda in both the survey responses and the
focus groups were the changes regarding workforce, this includes workforce development, remote working, and changes
in staff numbers. There is also a strong recognition that there are not sufficient workers to take on roles across all sub-
sectors, but particularly aged care and disability services.

Changes in innovation

Changes in total
volume of service provided

Changes in capital investment

Changes in client numbers

Changes in training and
workforce development

Changes to technology
to enable remote working

Changes in staff numbers (FTE)

Changes in staff pay and benefits

Changes in debt (borrowings)

Changes to office footprint

n =1807

L

2%

3%

7%

7%

17%

17%

16%

16%

12%

1%

“The access to recruitment of
staff has become critical, we’re
just not able to recruit the
type of people that we need in
our roles...”

“A lot of the volunteers are in
the older generation and doing
anything face-to-face is almost
barred. In fact, we’ve stood
most of the volunteers over

70 down, just because of the
health risk.”
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Top three actions for the board

The top three actions for the board that featured most frequently in respondents’ answers were “regular review to track

KEY FINDING FIVE - CHALLENGES AND OPPORTUNITIES AHEAD

"ou

progress against goals or targets of the organisation”, “improve board composition”, and "develop a new strategic plan".

Regular review to track progress against
goals or targets of the organisation

Improve board composition
(skills, diversity and succession planning)

Develop a new strategic plan

Improve the use of digital technology

Review and update risk management plan

Increase governance activities and duties

Closer monitoring of critical functions

Closer monitoring of financial reporting

Improve emergency/crisis response plans

Appoint a better CEO

Appoint a better chair

Other

n =1820

371

163 195

19 194

123 163

100 136 157

73 92

(0]
o

37 79 97

59 48 49

53 46 50

40 42 49

o]

200

287 143

167

178

400

271

156

214

600

QUESTIONS FOR DIRECTORS:

- What will our organisation look like in 3 or 5 years?

216

B 1st action
B 2nd action

B 3rd action

800 1,000

- What changes that we introduced during COVID-19 should remain?

- What areas should return to pre-pandemic?

- Will we have the staff needed to achieve our purpose?

- How can we access quality staff?
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CHAIR OF BOARD

NOT-FOR-PROFIT GOVERNANCE AND PERFORMANCE STUDY 2021

DIRECTOR OR SENIOR EXECUTIVE RESPONDENTS

24% 27%
a
== 00
. 76% . 73%
RESPONDENT GENDER RESPONDENT AGE
1%
1% % 4%
— 11% — % .
P — %
OO 09
7 O
33%. ~
___.56% 359%

RESPONDENT LOCATION
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BREAKDOWN OF SURVEY RESPONDENTS

NFP SECTOR EXPERIENCE

NFP SUB-SECTOR
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NOT-FOR-PROFIT GOVERNANCE AND PERFORMANCE STUDY 2021

Methodology

This year, the Australian Institute of
Company Directors (AICD) partnered
with Piazza Research Pty Ltd to
conduct the Not-for-Profit Governance
and Performance Study 2021.

In addition to providing key findings for the AICD,
research findings will also (for the first time) be
provided within an interactive online dashboard
due to be released in early 2022.

In doing so, we acknowledge the contributions of
BaxterLawley, for provision of data from previous
years, enabling longitudinal analysis.

Survey design and data collection

The 2021 questionnaire was designed to keep a

level of continuity with last year’s survey with some
alterations and updates where needed. The survey
questions were checked against 15 technical quality
checks to eliminate any issues which could impact
question validity.

The questionnaire was loaded on the AICD’s secure
Qualtrics survey platform which was used for data
collection.

Sample design

The AICD Membership database was the sampling
frame for the survey. The survey was sent to all
members and a screener question was used to filter
respondents who were not-for-profit (NFP) non-
executive directors.

The survey was sent to 47,000 members and screener
questions were asked to target NFP members. There
are approximately 22,000 NFP members on the AICD
database and 1,978 responses to the survey. This
represents one of the study’s highest responses and
for the ninety-five per cent confidence interval, this
provides overall results accurate to within a +/-2.1
per cent margin of error.

The returned sample was well distributed with
survey sample demographics closely matching
the percentages of key demographics of the AICD
NFP membership.

Data processing and analysis

The returned survey data was analysed using

Q Statistics software and MS excel. Descriptive
statistics have been provided in tabular and
graphical format and included in this report. When
measuring central tendency, five per cent trimmed
average was mostly used to remove skews caused
by extremely high or low results. For questions

not affected by extreme outlier results the simple
average (mean) was used. In this case, it has been
noted in the analysis description.

Focus groups

In addition to the survey, Piazza Research conducted
focus groups with NFP non-executive directors across
Australia, exploring issues related to this survey. Where
relevant, quotes from the separate focus group report
have been used to compliment and contextualise
some of the issues discovered in this survey.

E PIAZZA

RESEARCH

aicd.com.au/nfpstudy2021 32


https://piazzaresearch.com.au/
https://piazzaresearch.com.au/

08021-2-5_21

National Office

18 Jamison Street

Sydney NSW 2000

t: 1300 739 119

e: contact@aicd.com.au

Australian Capital Territory
Ground Floor, 15 National Circuit
Barton ACT 2600

t: +612 6132 3200

e: act@aicd.com.au

New South Wales
18 Jamison Street
Sydney NSW 2000
t: +612 8248 8400
e: nsw@aicd.com.au
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GPO Box 73
Brisbane QLD 4001
t: +617 3222 5500

e: qld@aicd.com.au
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t: +618 8236 2800
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Tasmania

GPO Box 681
Hobart TAS 7001
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PO Box 380 Collins Street West
Melbourne VIC 8007

t: +613 9245 4200
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t: +612 8248 6600

e: international@aicd.com.au

About us

The Australian Institute of Company Directors is committed to strengthening society through world-class governance. We aim
to be the independent and trusted voice of governance, building the capability of a community of leaders for the benefit of
society. Our membership includes directors and senior leaders from business, government and the not-for-profit sectors.

Disclaimer

The material in this publication does not constitute legal, accounting or other professional advice. While reasonable care

has been taken in its preparation, the Australian Institute of Company Directors does not make any express or implied
representations or warranties as to the completeness, reliability or accuracy of the material in this publication. This publication
should not be used or relied upon as a substitute for professional advice or as a basis for formulating business decisions. To the
extent permitted by law, the Australian Institute of Company Directors excludes all liability for any loss or damage arising out
of the use of the material in the publication. Any links to third party websites are provided for convenience only and do not
represent endorsement, sponsorship or approval of those third parties, any products and services offered by third parties, or as
to the accuracy or currency of the information included in third party websites. The opinions of those quoted do not necessarily
represent the view of the Australian Institute of Company Directors.

Copyright

Copyright strictly reserved. The text, graphics and layout of this guide are protected by Australian copyright law and the
comparable law of other countries. The copyright of this material is vested in the Australian Institute of Company Directors.
No part of this material can be reproduced or transmitted in any form, or by any means electronic or mechanical, including
photocopying, recording or by any information storage and retrieval systems without the written permission of the Australian
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