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Introduction

In the social sector, there are currently few incentives for using evidence to show impact. How might we create a 
sector where there are incentives for using evidence? How can we create a world where dollars follow evidence?

We invited Kathy Richardson and John Gargani to share their perspectives on the roles and responsibilities needed 
to create such a sector.

John Gargani
President, 
Gargani + Company

Kathy Richardson 
Executive Director
Our Community 
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Insights from Kathy Richardson 

Kathy Richardson 
Executive Director, Our Community 

In October 2014, I thought I just might have cracked the code. I was about three-quarters of the way through a seven-
week safari across the United States investigating tools and practices that Our Community could use to catapult the 
Australian social sector - en masse - all the way over the fence and far into the field of evidence-based practice.

I’d heard some good stories along the way, but there had also been some moments of deep despair. “It won’t work,” 
many people were telling me. “It’s too complex. There are too many variables.” “There’s no way you can do this 
systemically.” “You’ll never pull it off.”

Then, I met a young woman who’d seemingly revolutionized the provision of homelessness services in her locality 
through the clever use of data. She’d come up with a system, based on analysis of past practice and results, to better 
categorize the people seeking help to determine how best to apply the city’s scarce emergency housing resources. 
Score a 1 and you’d be offered overnight accommodation but nothing more (that would most likely be enough to 
kickstart a recovery). Score a 2 and you’d get thorough, ongoing help (overnight accommodation alone wouldn’t help 
your plight). Score a 3 and you’d be turned away (the algorithm showed there wasn’t much that could be done for 
you). All the trials had shown it was really working. She’d done it!

While I was congratulating her, my mind jumped ahead to how I was going to take this tale back home to Australia 
and apply its lessons to help the tens of thousands of not-for-profit groups we work with to shift to evidence-based 
practise. The answer was good data!

Then, I came crashing down to earth. “It didn’t work,” she was telling me. “The social workers wouldn’t use the 
system. They gamed the survey to ensure it would produce the results they wanted.”

On reflection, I couldn’t blame them. If I was the one sitting across from a person in desperate need, I too would find 
it pretty hard to say, “Go away, you’re a lost cause.”

So where does that leave us? How do we shift not-for-profit organizations towards evidence-based practice when 
there are clearly other forces at work? How do we convince well-meaning, hard-working groups to abandon the 
things they’ve always done – after all, they believe they’re effective, perhaps they help some people sometimes, and 
their funders are already on board – and use their precious resources to do the things that have actually been proven 
to work?

Despite what many people think, individual donors are not strongly motivated by evidence. We’ve operated Australia’s 
longest-standing online donations website, GiveNow, since 2000, and one thing we’ve learned is that people give 
not because they’ve seen the stats but because someone has asked them to give. People give to people.

Institutional donors - grantmakers - are a better bet as drivers of change towards evidence-based practice. They’re 
generally more strategic than individual donors. Most have an outcome in mind as their goal when they distribute 
their pot of funds. They want to cure cancer, say, or improve the natural environment or reduce homelessness.
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They’re also more likely to feel pressure to deliver on their aims. Their trustees or (in the case of government 
grantmakers) government secretaries or departmental chiefs want to know that the precious funds under their 
control are being used to the best possible effect.

There’s another reason why institutional grantmakers could present the best chance we have to shift behavior. 
Nonprofits, in the main, are willing participants in the shift to evidence-based practice. The problem is they’re so busy 
doing the things that need to be done - planting the trees, supporting the sick, running the festival, finding housing 
for the homeless - and they’re so chronically short of funds that they have neither the time nor the money to put in 
place the systems that will help them track their impact.

Grantmakers have the capacity and the means to help. They can develop and disseminate generalized or sector-
specific templates. They can run or fund workshops and training. They can provide one-on-one assistance where 
appropriate.

Importantly, grantmakers can also allow a proportion of their grants to be used for measurement and evaluation. In 
fact, they can insist on it, making it a condition of their funding that not-for-profit organisations track and report on 
their progress. By our estimates, Australian grantmakers dispense around $80 billion a year - that’s a giant bunch of 
carrots.

There are signs of change already afoot. Modern grantmakers (well, the best ones) are strategic, and they want 
to know what outcomes their grants are purchasing. At Our Community, we work with hundreds of grantmakers 
every year. They have collaborated with us to develop what’s become Australia’s leading grantmaking software, 
SmartyGrants, and they’re working with us again to nut out how to add tools to SmartyGrants that will help them 
define and track their outcomes.

OK, great. Grantmakers (in the main) have the resources, not-for-profits (in the main) have the will, and the technology 
is now available that will help us collect and analyze the data.

So, what’s the problem? Why aren’t we there yet?

The truth is this stuff is hard. It is messy.

Technology can’t solve every problem. Human behavior is hard to predict. Putting in place a sensible measurement 
and evaluation framework is complex and expensive. Counterfactuals are confounding. Every answer throws up 
another question. Poorly designed evaluation processes can produce misleading results. Outcomes are long-lived 
but can be slow to emerge. The attention spans of funders and project managers are quick to take hold but short 
lived.

It gets worse. The system we’re working within is actually working against us.Grantmakers themselves often don’t 
have the tools they need to help them define their own outcome goals, matchthem with their grantees’ goals, and 
define what data they need to collect (much less crunch it all together). They have money to give away but not much 
to spend on themselves.
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They’re rewarded for getting the money out the door efficiently and with good photo opportunities, for collecting 
the receipts to prove that the funds weren’t misspent, for avoiding bad headlines. They’re not rewarded for changing 
the world.

Meanwhile, their grantees - the organizations at the pointy end - are time poor and resource restrained. They’re 
rewarded for doing, not analyzing. They’re asked to innovate. No one wants to fund them to do what they’ve been 
doing forever (even if they know it’s working). They’re punished if they spend too much money (or, in many cases, 
any at all) on salaries, overheads, and administration, although nobody can explain exactly how they’re supposed to 
distribute surveys without a photocopier. They’re put on the blacklist if a project turns out differently than expected.

All this results in a system that’s about reporting, not learning; talking up the positives rather than reflecting on how 
to do better next time; avoiding complexity; obsessing over headcounts. The system has in-built design faults that 
are working to impede a shift to evidence-based practice.

What’s required is a revolution in how we think about grantmaking. In an era where science is increasingly being 
defunded and ignored, we need to go the other way. At high school we were taught to identify a problem, do some 
research, pose a hypothesis then set about testing it. We didn’t get marked down if our hypothesis was not supported 
by the results. The experiment was only a dud if we failed to learn from it, failed to share what we were learning with 
others, failed to progress.

We need to turn our communities into laboratories (though remembering that people are not lab rats). We need to 
clearly define our outcome goals (put our missions back at the core). We need to research and articulate our cause-
and-effect hypotheses and re-engineer our processes so we can draw a clear line from goal to results.

We need to lift our expectations (know more about what we’re doing) while working within our competencies (don’t 
try to solve world peace; ask one important question and answer it reliably).

All this can be done. We’ve always had the wit and the will; now we have the technology. Let’s do it.
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Insights from John Gargani

John Gargani
President, Gargani + Company

Commerce is a relationship between two parties - buyer and seller. A manufacturer sells bicycles to enthusiasts. 
An investor makes loans to small businesses. The public buys produce from grocers. In commercial relationships 
such as these, a buyer and seller offer each other something of value, and each decides whether the exchange 
is fair. No one else’s evaluation need matter, nor the impact of the exchange on others. The buyer and seller are 
responsible only to each other up to the point of maintaining their commercial relationship. They also hold each 
other to account. If either fails to make a fair offer, the other may decline the exchange. This is how commerce works 
- mutual responsibility enforced by mutual accountability, or more accurately, this is how it once worked.

We now live in an age of augmented commerce. Manufacturers sell bicycles to earn a profit and improve air quality. 
Investors make loans to generate a return and create new jobs. Consumers buy organic produce to meet a basic 
human need and mend the environment. Today’s buyers and sellers endow commercial relationships with altruistic 
purposes that, while not previously excluded, were rare. Not anymore. Augmented commerce has become firmly 
established in the private sector - and beyond. We would not be surprised to find a nonprofit organization selling the 
bicycles, a philanthropist making the loans, or a community collective buying the produce to advance their social 
and environmental missions.

With new purposes come new relationships. At a minimum, augmented commerce must satisfy three. They unite 
buyers, sellers, and a third group that is difficult to describe and name. For simplicity, let’s limit the group to people 
affected by what the buyer and seller do (we could also include places, like forests, and things, like democracy). Let’s 
think of them as distinct from buyers and sellers (they may not be). And let’s assume they constitute a single group 
(usually there are many). So, if a manufacturer sells bicycles and enthusiasts buy them, the third group consists of 
everyone else who breathes air. The English language has no word for these people, just as it fails to provide us with 
words for many concepts related to social impact. It may be worth pondering why. In any case, let’s call the third 
group stakeholders, even though the label also applies to buyers and sellers. It’s the best we can do.

The three relationships of augmented commerce essentially form a triangle. I call it the social impact love triangle - 
born of good intentions, motivated by caring, and a recipe for heartbreak. Imagine a young couple meeting for dinner 
to plan their future. You would not demand prior notice, a seat at their table, and veto power. You have no right. 
So it is with stakeholders in traditional commerce. A couple meeting for dinner to plan your future is quite another 
thing. You have every right to prior notice, direct participation, and veto power, especially if they can enact their plan 
without you. So it is with augmented commerce. At a superficial level, the two meals appear similar, people talk and 
eat, but the rights and obligations of the diners are entirely different. Likewise, traditional commerce appears similar 
to augmented commerce, people buy and sell, but to whom these actors are responsible and accountable changes.

A meal for two can be reset for three. Traditional commerce is less malleable. So, the square peg of augmented 
commerce is frequently forced into the round hole of a traditional system, with heartbreaking results. That is not 
because traditional commerce is inherently bad; it provides many benefits to society. Rather, traditional commerce 
has four structural features that prevent stakeholders from holding lawful buyers and sellers accountable. Let’s briefly 
consider them and then imagine a better way forward.
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Choice. In traditional commerce, buyers and sellers choose what they exchange. Because they have many potential 
partners, they can hold each other to account. When we force augmented commerce into the traditional system, 
choice becomes asymmetrical. Buyers and sellers exercise it, stakeholders cannot. So, consumers may choose to 
buy organic apples to safeguard the local environment, but locals may not choose organic apples for consumers to 
achieve the same end.

Standing. In traditional commerce, only the interests of buyers and sellers matter, and they have equal standing. 
When we force augmented commerce into the traditional system, the interests of stakeholders also matter but 
remain subordinate. For example, impact investors may be willing to make loans to small businesses at below-market 
rates in order to create jobs, but unless the investors are satisfied with the rate, whatever it may be, they will not issue 
the loan - regardless of what stakeholders would have them do. The interests of those making the exchange come 
first.

Participation. In traditional commerce, buyers and sellers advocate for themselves. Both have seats at the negotiating 
table, which ensures each has veto power. When we force augmented commerce into the traditional system, buyers 
and sellers must intercede on the behalf of stakeholders. There is no room for a third seat, thus no stakeholder veto.

Evaluation. In traditional commerce, customers are the best evaluators because they choose, pay for, and consume 
the product. If a customer likes the taste of the apple she purchased, she buys another. In augmented commerce, 
customers are poor evaluators. Eating an apple reveals little about how farmworkers and others are impacted by 
buyers and sellers. Impact is famously difficult to ascertain. It tends to manifest at some distance from the customer 
and well after the product is consumed. It requires substantial resources and expertise to measure impact, perhaps 
more to discover how much stakeholders value it.

What is the alternative to conducting augmented commerce in an ill-suited traditional system? Some call it 
integration, and there are various perspectives on what it entails. I like to describe it as mediated commerce. From 
this perspective, integration flattens the social impact love triangle into a single mediated relationship - buyers 
connected to stakeholders connected to sellers, and back again. Within this arrangement, the interests of all 
actors have equal standing. All three must endorse an exchange, or, conversely, any one may decline it. So mutual 
responsibility is enforced by mutual accountability. If all three groups have reliable impact information and alternative 
partners, market forces would ensure that money flowed to organizations that create impacts valued by all. We avoid 
heartbreak.

This is wonderful in concept. It is also impossible, but no one expects to integrate commerce this way. Rather, 
integration seeks to create a system of commerce in which buyers and sellers act as if stakeholders are mediating 
their behavior. The as if is important. Our challenge is to approximate mediated commerce through other means. 
This is a complex strategic undertaking. So let’s simplify again.

There are four principal strategies for changing market behavior. We can 1) inform, 2) persuade, 3) incentivize, and 
4) obligate. I focus on the first and fourth strategies - inform and obligate - which I believe warrant special attention.

The first strategic step is a doozy. Augmented commerce cannot succeed without reliable impact information. 
Currently, there is a dearth of it. The solution is to conduct more evaluation, but for this, we need a critical mass 
of qualified professionals. Currently, we have not achieved it. Developing more professionals would require 
transdisciplinary training programs that synthesizes management, finance, accounting, entrepreneurship, qualitative 
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research methods, statistics, measurement, computer science, data visualization, design thinking, psychology, and 
evaluation. Currently, these training programs do not exist. The content of the training should include sophisticated 
methods for understanding the pecuniary and nonpecuniary value that stakeholders, sellers, and buyers place on 
the myriad economic and noneconomic impacts their actions create along the entire value chain. Currently, these 
methods do not exist. Unless this changes, I fear augmented commerce will forever be relegated to a small niche in 
an otherwise indifferent market.

The fourth strategic step, obligation, is probably the most controversial. It can only be enacted through regulation, 
which is viewed by many as an impediment to commerce. Nonetheless, it holds great promise. On the supply side, 
regulation may obligate public reporting of impact, establish minimum evidence standards, and require third-
party audits of impact reports. It may also require organizations to collect data about which impacts are valued by 
stakeholders, and to disclose their plan for delivering that value. More aggressively, it could ban trade in harmful 
products like cigarettes and require trade in beneficial products like healthy foods. On the demand side, governments 
could institute a value-added discount, the opposite of a value-added tax, that rewards buyers in proportion to the 
value their purchases create for stakeholders.

The risk of regulation is that government cannot do it well and, in the worst case, institutionalizes the problems 
augmented commerce was intended to solve. Given how corporations, impact investors, and social entrepreneurs 
have self-regulated, I cannot imagine we could do much worse. The justification for regulation, in fact, all four 
strategies, is simple and powerful. Those who engage in augmented commerce voluntarily assume a responsibility to 
stakeholders they do not have otherwise. To live up to that responsibility, they must be accountable to stakeholders. 
In the absence of that, we create a social impact love triangle that inevitably leads to heartbreak.
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