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Abstract
Nonprofit organizations face complex ethical dilemmas, often requiring decisions that

balance stakeholder expectations, donor intent, cultural contexts, and organizational values.
This Teaching Paper integrates realistic scenarios with practical tools to guide nonprofit
leaders, managers, and students through the ethical decision-making process. Four dilemma
scenarios—fund allocation, volunteer bias, controversial donations, and cultural sensitivity
—highlight recurring challenges. Complementing these are recommended tools, including
structured decision-making models, checklists, ethics committees, training programs,
feedback systems, and online resources. Drawing on Bryson’s (2018) emphasis on strategic
frameworks, Drucker’s (1990) principles of nonprofit accountability, and Patton’s (2011)
reflective evaluation, this paper bridges theory and practice. The case study illustrates how
combining scenarios with structured tools enhances ethical resilience. Reflection questions
and practical tips ensure adaptability for diverse organizational contexts. By pairing
dilemmas with solutions, this paper equips nonprofits with both the awareness and the

mechanisms necessary for ethical governance.
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Executive Summary
Nonprofits frequently encounter ethical dilemmas in areas such as donor restrictions,

volunteer management, controversial partnerships, and culturally diverse program
implementation. This Teaching Paper presents four representative scenarios and matches
them with practical decision-making tools.

The scenarios illuminate tensions between donor intent and community needs, fairness in
recruitment, reputational risk in funding, and balancing cultural respect with ethical
standards. The tools provide organizations with structured ways to respond, ranging from
rational and moral decision-making models to ethics committees and anonymous reporting
systems. Together, they create a practical framework that nonprofits can adapt to their own
contexts.

For academics, these scenarios serve as teaching cases. For practitioners, the tools provide

actionable solutions to strengthen governance and safeguard organizational trust.

Purpose and Learning Objectives
The purpose of this Teaching Paper is to help nonprofit leaders, staff, and students learn to

identify, analyze, and resolve ethical dilemmas with practical tools.
By the end of this paper, readers will be able to:
* Recognize common types of ethical dilemmas in nonprofit practice.
e Apply structured ethical decision-making models to real-world challenges.
e Utilize tools such as checklists, committees, and training programs to strengthen
governance.
e Reflect critically on cultural, organizational, and contextual considerations.

e Build organizational systems for accountability and transparency.

Background and Context
Ethical dilemmas in nonprofits often stem from resource scarcity, diverse stakeholders, and

high public expectations. Bryson (2018) argues that structured processes ensure alignment
between decisions and mission. Drucker (1990) emphasizes nonprofits’ accountability not
only to donors but to society at large. Patton (2011) highlights reflection and evaluation,
both of which are vital for learning from ethical experiences.

Research shows that scenarios are effective teaching tools (Markkula Center, 2020), while
decision-making frameworks and ethics committees support consistent practice (Ebrahim &
Weisband, 2007). This combination—scenarios plus tools—creates both awareness and

capacity for ethical resilience.
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Practical Guide
Part I: Ethical Dilemma Scenarios

Scenario 1: Conflicting Interests in Fund Allocation

Tension between donor intent (healthcare) and urgent needs (education).

— Tool application: rational decision-making model, stakeholder analysis, donor
communication.

Scenario 2: Bias in Volunteer Recruitment

Perceived favoritism undermines morale.

— Tool application: recruitment checklists, diversity policies, training for fairness.

Scenario 3: Accepting Donations from Controversial Sources

Large gift from a corporation with a controversial past.

— Tool application: ethics committee review, reputational risk assessment, transparent
communication.

Scenario 4: Navigating Cultural Sensitivity

Implementing programs in diverse cultural contexts.

— Tool application: Rest’s Four-Component Model, cultural competence training,

stakeholder consultation.

Part Il: Ethical Decision-Making Tools
1. Ethical Decision-Making Models

O  Rational Model: structured problem-solving process.
O  Rest’s Model: integrates sensitivity, judgment, motivation, and character.
2. Checklists
O Practical reminders to ensure fairness, transparency, and compliance at each
decision stage.
3. Ethics Committees and Councils
O  Oversight and impartial review of dilemmas, improving legitimacy.
4. Ethics Training Programs
O Role-playing, case discussions, scenario simulations.
5. Feedback Systems
O  Anonymous reporting channels, surveys, whistleblower protection.
6. Online Resources
O Ethics Resource Center, Institute of Business Ethics, Markkula Center, Global

Ethics Network.
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Case Study

An African community health NGO received a donation earmarked for malaria prevention

but faced urgent requests from local schools for education materials. Using its ethics

committee, the organization applied the Rational Decision-Making Model. It mapped

stakeholder perspectives, considered donor intent, and assessed reputational risks.

Ultimately, the NGO negotiated with the donor to redirect part of the funds to education,

maintaining both donor confidence and community trust. Reflection on the process was

documented and fed into future fundraising policies.

Common Challenges and Tips

Donor restrictions: Balance intent with actual community needs — Build flexible
agreements.

Perceived bias: Volunteer recruitment and assignment require transparency — Use
documented criteria.

Reputational risks: Controversial donations can undermine trust — Use ethics
committees for review.

Cultural dilemmas: Ethical norms differ — Engage local leaders and adapt practices

without compromising principles.

Reflection Questions

1.
2.

Which scenario resonates most with your organization’s experiences, and why?

How can your organization institutionalize ethics tools (checklists, committees,
reporting)?

What role should donors play in ethical decision-making?

How do cultural contexts affect your definition of ethical practice?

Limitations and Considerations

Scenarios cannot cover every possible dilemma; they serve as illustrative starting
points.
Tools require organizational resources and commitment to be effective.

Ethical standards are shaped by culture and law, requiring contextual adaptation.

Academic Value
This Teaching Paper combines scenario-based learning with practical tools, offering value to

both scholars and practitioners. Academically, it illustrates the integration of decision-
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making models into applied nonprofit ethics. Practically, it equips organizations with
concrete mechanisms to address recurring dilemmas. This dual approach strengthens the

nonprofit sector’s capacity for ethical resilience.

Conclusion and Next Steps
Ethical dilemmas will remain part of nonprofit life. By practicing with scenarios and

applying structured tools, organizations can strengthen their ethical frameworks, improve
governance, and build trust. Next steps include integrating these exercises into training
programs, expanding the role of ethics committees, and developing sector-specific

adaptations of the models and tools.
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