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Investing In Leadership 
Volume 1: A Grantmaker’s Framework for Understanding  
Nonprofit Leadership Development 

by Betsy Hubbard 

Ask any grantmaker about the distinguishing characteristics of strong and effective nonprofit organizations, and the 
conversation inevitably will turn to leadership. But what kind of leadership do nonprofits need, and what role can 
grantmakers play in strengthening leadership development in the sector? 

 
INTRODUCTION 

Given the vast literature on leadership development and the challenges of translating research and theory into 
practice, this publication explores a sampling of the leadership development literature. It is designed as a first 
step to help inform grantmakers by highlighting: 1) the importance of leadership in the nonprofit sector; 2) 
dominant theories within leadership research; 3) different approaches to developing leadership and investing 
in nonprofit capacity; 4) the link between leadership development and organizational performance; and 5) 
steps to advance the field of nonprofit leadership development.  

 
WHY LEADERSHIP DEVELOPMENT? 

In the private sector, there has always been strong faith in the power of leadership. While it is hard to accu-
rately gauge training and development trends in the nonprofit sector due to a lack of available data, interest in 
this topic in philanthropic circles is clearly on the rise. As some suggest, this interest may be in part carried 
over by private-sector board members. However, there are reasons that are intrinsic to the sector that explain 
why nonprofits and their funders should be interested in — and even worried about — the need for leader-
ship development.  

1. A challenging role. The nonprofit sector seeks to address some of the most challenging tasks in society. 
In addition, an executive director often must play many roles: leader, visionary, manager, fundraiser, spokes-
person, human resource professional, chief learning officer and more. The challenges of leadership inherent in 
most nonprofit organizations require a remarkable degree of skill, knowledge, wisdom and talent.  
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2. New leadership challenges: changing context, greater demands. As the sector has grown larger, 
more professional and more visible, the demands upon leadership have increased. A number of factors have 
contributed to what Brookings Institution scholar Paul Light has described as the current “pressure to per-
form”: 

 Difficult economic times: When the economy suffers, many nonprofits also face an increase in demand for 
their services, especially organizations providing essential services such as food, shelter or health care.  

 Greater competition: The sector continues to expand, whether measured by the number of employees or the 
number of organizations. For an executive director, this means more competition for limited public dollars, 
skilled staff, dedicated board members, and public time and attention.  

 Accountability concerns: For a nonprofit leader, meeting externally imposed standards of accountability not 
only adds administrative challenges but can increase anxiety.  

3. Leadership transitions. Recent studies have confirmed that nonprofits will continue to face a high level 
of leadership transitions in the years ahead. Researchers also have shown that younger, emerging nonprofit 
leaders in many cases lack the readiness and the willingness to fill in the gap.  

4. Predicted labor shortage. The rate of growth in the labor force has been slowing over the past two 
decades as the smaller cohorts following the baby boom entered the workforce. The slowing rate of workforce 
growth has led many analysts to predict that the United States will be facing a prolonged labor shortage, 
which, in turn, will lead to greater competition for talent. This competition may be particularly acute in the 
nonprofit sector, given the steady rate of turnover at the executive level and the difficulty of competing against 
private firms that can offer higher pay and better benefits.  

5. Increasing diversity. Immigration and greater workplace diversity will provide new sources of leadership 
talent. However, managing in a more diverse and multicultural society will also require leaders to be more 
aware of cultural differences and to be particularly skilled in drawing people of different backgrounds, pers-
pectives, nationalities and/or languages together toward common goals. 

 
WHAT IS LEADERSHIP? 

In order to understand different perspectives on leadership, it is worth undertaking a brief and limited review 
of the dominant theories in the field of leadership studies. These include: 

 Trait theories — focus on the characteristics (mental, physical and personality factors) that mark great 
leaders.  

 Behavior theories — focus on leaders at work and the behaviors that contributed to their success.  

 Contingency theories — focus on the situational factors that might limit or affect the practice of leader-
ship, including internal and external environment, type of organization and position within the               
organization.  
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 Followership or power-influence theories — focus on the relationship between leaders and followers and 
how this relationship affects or limits the practice of leadership.  

 Charismatic and transformational theories — focus on how leaders serve as change agents and promote 
employee morale and commitment during turbulent times.  

During the 1990s, a new perspective on leadership gained prominence. This view challenged more traditional 
notions that leadership is found either in individual attributes or in certain positions on the organizational 
chart. It suggested a paradigm shift: that leadership is a property of groups. 

In practice, “collective leadership” involves facilitating participation, understanding divergent perspectives and 
drawing upon the collective wisdom of the group. It is an approach to problem-solving that reflects a deeply 
democratic ethos. A more collective orientation to leadership is often considered especially appropriate for 
complex, messy situations that lack clear answers or even clearly defined problems. In such situations, a top-
down model of leadership — a traditional approach in which a single leader operates primarily from his or her 
own perspective, experience and judgment — is unlikely to prove successful.  

 
WHAT IS LEADERSHIP DEVELOPMENT? 

Traditionally, the field of leadership development has focused on developing the abilities of individual leaders, 
which both reflects and reinforces the notion that leadership is a property of individuals. Yet as a more collec-
tive understanding of leadership is gaining prominence, this is beginning to change.  

Some in the field are drawing a distinction between leader development and leadership development to un-
derscore the difference between focusing on individual performance and group performance. Using the 
framework developed by David Day, leader development focuses on intrapersonal development (such skills as 
self-awareness, self-regulation and self-motivation) while leadership development focuses on interpersonal de-
velopment (social awareness and social skills).  

Theorists and practitioners who recognize this distinction are actively working to develop strategies for pro-
moting leadership development in organizations — yet as the Center for Creative Leadership acknowledges, 
“We are just beginning to develop knowledge and expertise in the aspects of leadership development that go 
beyond individual development.” 

Table 1 seeks to illustrate different leadership development strategies in a way that is useful to grantmakers. It 
is based on a brief review of a wide range of nonprofit leadership programs. This framework is built around 
three types of capacity: individual, organizational and collective. These types are represented in the columns, 
which could also be described as representing leader development, organizational development and leadership 
development (or social capital). The framework also looks at three “targets” of development — individuals, 
organizations and communities — which are represented in rows. Taken together, all nine cells suggest possi-
ble strategies for supporting the work of the nonprofit sector beyond the direct funding of programs or      
services.  
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 TABLE 1 :  INVESTMENTS IN CAPACITY 
 I N D I V I D U A L  C A P A C I T Y  O R G A N I Z A T I O N A L  C A P  A C I T Y  C O L L E C T I V E  C A P A C I T Y  
I  
N
D   
I  
V  
I  
D
U
A
L  
S  

F
O
R  

 

To build the capacity of individuals to contribute 
to society  
 
Sample Activities:  
> General leadership skills (such as communica-
tion, cultural awareness)  
> Reflection, sabbaticals  
> Rewards, recognition  
> Personal values and vision work  
 
Example:  
Rockwood Leadership Program’s Art of Leader-
ship is a three-day training on skills necessary for 
successful social change work. For more infor-
mation, visit www.rockwoodfund.org.  

To build the capacity of individuals to lead organi-
zations  
 
Sample Activities:  
> Management training  
> Coaching  
> Peer exchanges/circles  
> Job challenges  
> Internships/field assignments  
 
Example:  
Public Education Network and Eureka commu-
nities launched the PEN Eureka Leadership 
Fellows Program in 2004 to enhance the work 
of PEN’s members through Eureka’s self-
directed peer learning model. The fellowship 
consists of an orientation week in which fellows 
learn from one another and visit with one of 
Eureka’s men-tor agencies. The program is 
sponsored by the Ford Foundation. For more 
information visit www.eureka-communities.org.  

To build the capacity of individuals to collaborate 
with others  
 
Sample Activities:  
> Collaborative skills training  
> Networking activities  
> Team or group projects  
> Seed money for joint projects as part of leader-
ship programs  
 
Example:  
The William C. Friday Fellowship for Human 
Relations, a program of the Wildacres Leader-
ship Initiative, is a two-year program that helps 
North Carolina residents strengthen their lea-
dership skills and their ability to collaborate 
effectively with others. For more information, 
visit www.wildacresleadership.org.  

O
R
G
A
N  
I  
Z
A
T  
I

O
N
S  

F
O
R  

To build the capacity of current or future staff to be 
effective in their jobs  
 
Sample Activities:  
> Staff training/continuing education  
> Staff development plans  
> Field-based fellowships or training  
> Pipeline programs (for minorities, young 
leaders, etc.)  
 
Example:  
The Fannie Mae Foundation’s James A. Johnson 
Community Fellowship seeks to recognize con-
tributions to the affordable housing and com-
munity development fields through providing 
grants and stipends to individual fellows, grants 
to the organizations they are involved with, and 
training and net-working opportunities for 
fellows. For more information, visit 
www.fanniemaefoundation.org.  

To build the capacity of organizations to deliver 
upon their missions  
 
Sample Activities:  
> Organizational assessments  
> Facility expansion/improvement  
> Technical assistance/consulting  
> Technology improvements  
> Leadership transitions  
 
Example:  
The Eugene and Agnes E. Meyer Foundation’s 
Management Assistance Program provides 
grants for grantees to hire consultants to help 
board and staff accomplish work to develop 
leadership and management beyond everyday 
operations. For more information, visit 
www.meyerfoundation.org.  

To build the capacity of organizations to work 
together toward common goals  
 
Sample Activities:  
> Convening opportunities  
> Association membership  
> Advocacy  
> Collective action  
 
 
Example:  
As part of its Grassroots Leadership Develop-
ment program, the Mary Reynolds Babcock 
Foundation works to build the capacity of gras-
sroots leaders to engage in state policy. The 
foundation funds clusters of grassroots organiza-
tions in collaboration with statewide intermedia-
ries to build the skills of organization leaders to 
get involved in policy debates. For more infor-
mation, visit www.mrbf.org.  

G
E
O
G
R
A
P
H  
I  
C  

C
O
M
M
U
N  
I  
T  
I  
E  
S      

F
O
R  

To build the capacity of community residents to 
serve in leadership roles  
 
Sample Activities:  
> Fellowships  
> Local training programs  
> Grassroots/community organizer training  
 
Example:  
The Coro Community Problem-Solving Fellow-
ship engages African-American college students 
in Pittsburgh to expose them to the economic, 
social and professional resources available in the 
area through net-working, seminars and field 
assignments. For more information, visit 
www.coro.org.  

To build the capacity of organizations by support-
ing the “infrastructure” of the sector  
 
Sample Activities:  
> Management support organizations  
> Management service organizations 
 > Organizational standards (usually statewide)  
 
Example:  
The Annie E. Casey Foundation and the Evelyn 
and Walter Haas, Jr. Fund provide infrastruc-
ture support through funding Executive Transi-
tion Management, a unique approach to 
reducing the risks — and maximizing the poten-
tial — of the executive transition period (see 
page 7). For more information, visit 
www.tranisitionguides.com.  

To build the capacity of the community to work 
together toward common goals  
 
Sample Activities:  
> Community leadership/ problem-solving 
programs  
> Cross-sector collaborations/alliances  
 
Example:  
Kellogg Leadership for Community Change 
promotes and nurtures shared leadership in 
communities across the country. After selecting 
a diverse cohort of fellows in several communi-
ties from around the country, KLCC works with 
these leaders to develop shared leadership skills 
and provides opportunities for them to exchange 
best practices and resources while advancing a 
new collective vision for their communities. For 
more information, visit www.klccleadership.org.  
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DOES LEADERSHIP DEVELOPMENT IMPROVE 
ORGANIZATIONAL PERFORMANCE? 

For grantmakers who are considering leadership development investments as a means of strengthening 
nonprofits, there are two crucial questions to consider. First, does leadership matter to organizational perfor-
mance? Second, does leadership development improve organizational performance?  

Leadership and organizational performance. Leadership is undoubtedly important in organizations; 
the entire field of leadership studies is built around this fact. Yet, performance outcomes rely on more than 
leadership. Organizations are structures that exist in a sea of complexity. While it may be the leader’s role to 
navigate this sea, she or he does not fully control it. Nor does a leader fully control the actions, decisions, be-
haviors and abilities of those within the organization or the stakeholders associated with it.  

On balance, organizational research suggests that leaders generally do make a difference in the performance of 
their organizations. Scholars are attempting to better understand the relationship between leaders and organi-
zational performance using different leadership perspectives, from trait theory to charismatic theory. For ex-
ample, a 1998 study of executive leader personality and entrepreneurial performance suggests that an 
executive leader’s emotional adjustment — defined as the tendency to be secure, calm, self-confident and self-
sufficient — was positively associated with firms that had higher earnings per share and higher stock prices.  

Trying to determine the degree to which leadership makes a difference in organizations (and under which 
conditions) is a daunting research task, especially in the nonprofit sector. Such research requires a clear and 
observable construct of leadership. Perhaps even more difficult, it also requires clear and comparable measures 
of organizational effectiveness.  

Leadership development and organizational performance. As today’s competitive economy creates 
demands for high performance, there is a greater emphasis on linking leadership development to organiza-
tional-level outcomes. Nearly every trade article on best practices calls for leadership development to be linked 
to “strategic business imperatives” and to demonstrate its “return on investment.”  

Knowledge about whether and how leadership development contributes to organizational performance will 
come from program evaluations. A 2002 scan funded by the Kellogg Foundation of 55 nonprofit leadership 
development programs found that very few looked at organizational outcomes as a measure of leadership   
effectiveness. 

The failure to examine the organizational outcomes of leadership development may stem, in part, from the 
difficulty in doing so. The Kellogg scan noted that many leadership programs hoped to produce organization-
al outcomes and even asked participants in follow-up evaluations how their learning contributed to their or-
ganizations. Yet this type of self-reporting offers little in the way of real evidence.  

Knowledge about how leadership development contributes to organizational performance is likely to develop 
slowly and over much time.  
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LEADERSHIP DEVELOPMENT AS CAPACITY BUILDING: AN 
AGENDA FOR ACTION 

F O R  G R A N T M A K E R S  I N D I V I D U A L L Y   

Think critically about needs, theories of change and evaluation strategies before funding new 
leadership programs. Grantmakers should consider developing a logic or theory of change model as part 
of their program design process. Doing so will help grantmakers (or their grantees) clearly explain — and ul-
timately test — the theories behind their leadership development programs. Part of the value in logic and 
theory of change models is specifying expected outputs, outcomes and impacts of programs. This process is 
essential to design high-quality evaluation efforts. Such evaluation is not only crucial for grantees to learn 
from their efforts and for grantmakers to assess the return on their investments, but it is the lessons learned 
from program evaluation that will advance the field of nonprofit leadership development.  

Encourage grantees to think strategically and systematically about leadership development. 
Funders may want to consider strategies that promote ownership of leadership development rather than simp-
ly providing low-cost access to leadership programs. For example, rather than establishing a leadership pro-
gram, grantmakers may want to: 1) provide grantees with earmarked funds to develop and implement 
leadership development plans; 2) support job-based development opportunities; 3) try to ensure board buy-in 
and commitment to senior staff development; or 4) encourage grantees to think about leadership develop-
ment as a human resources strategy that is integral to organizational development.  

Explore more sustainable forms of leadership development. Many foundation-funded leadership 
programs are intensive, off-site training programs for executive directors. There is great value in such pro-
grams. But it is also useful to look at models of leadership development that may be more sustainable and 
reach a broader cross section of participants. Grantmakers also should explore how technology can reduce the 
cost of development efforts, and how to implement “action learning” and other models of leadership that em-
phasize in-job, in-context learning over off-site training.  

F O R  G R A N T M A K E R S  C O L L E C T I V E L Y  

Seek to understand whether and how leadership development contributes to organizational 
performance. Investing in leadership development as a means of strengthening organizations and their out-
comes only makes sense if leadership development does, in fact, contribute to organizational performance. For 
grantmakers interested in nonprofit performance, learning more about whether and how leadership programs 
contribute to organizational outcomes should be a priority. Doing so will require careful evaluation efforts 
that include a focus on organizational-level indicators and an effort to share evaluation findings across pro-
grams and funders. Having a better understanding of — and means of measuring — the relationship between 
leadership development and organizational performance would also help encourage investment in develop-
ment activities.  

Identify current leadership development practices within the nonprofit sector. A literature search 
on leadership development will return hundreds of studies based on the private sector, but hardly any for the 
nonprofit sector. Perhaps even more problematic, studies about trends and best practices focus almost exclu-
sively on large corporations. The nonprofit sector would benefit enormously from studies of current leader-
ship development practices and lessons learned among nonprofits. A deeper understanding of how leadership 
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development occurs and is regarded in the sector would contribute significantly to program development, 
while offering examples of how nonprofits — of various sizes and with various missions — incorporate a 
commitment to leadership development both into their work and into their budgets.  

Consider issues of recruitment and retention. Leadership development tends to be the first strategy 
people think of when it comes to supporting nonprofit leaders. It is an important strategy; it is likely that in-
vesting in current leaders helps promote and maintain the quality of leadership within the sector. But deve-
lopmental activities alone may not be able to sustain the sector if “high potentials” are not entering or if 
talented leaders are not staying. One way to improve leadership performance would be to work to retain ta-
lented leaders by addressing some of the factors — such as high stress, long hours, financial worries — that 
drive people out of the sector.  

 
CONCLUSION  

Grantmakers who care about the work of the nonprofit sector should consider investing in the people who do 
that work. The challenges facing the sector are too great to be met without strong, consistent leadership. 
Working independently, grantmakers can reassess grantmaking priorities and partner with grantees to provide 
support that truly enhances nonprofit leadership. Working together, grantmakers can advance the field of 
nonprofit leadership development through sharing best practices and lessons learned, thereby expanding the 
impact of their collective efforts and, hopefully, contributing to strengthened leadership across the sector.  


