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1 Introduction 

The 2008 collapse of the U.S. financial markets and the subsequent global 
fiscal crisis have had a profound effect on nonprofits in the U.S. Given 
the wide ranging service delivery and advocacy role of nonprofits -they 

represent some 10% of the GDP and full-time employment and play key 
roles in the delivery of health, education, social and cultural services- the 

new financial conditions have caused considerable organizational strains 
at the same time as demand for services has increased. Some nonprofits 
that were directly funded by now failed financial entities have simply shut 

up shop. The New York-based Justice, Equality, Human Dignity, and Tol

erance Foundation (know as JEHT) learned in late 2008 that its major 
sponsor, who had invested most of her wealth in Bernard Madoff's ponzi 
schemes, could no longer support the organization. Although JEHT had 
been disbursing some $US 24 million in grants annually until 2007, in 

January 2009 it ceased all operations. ln the year before its September 
2008 bankruptcy, the financial services firm Lehman Brothers had distrib
uted through its Foundation some $39 million to 200 nonprofit organiza

tions. When Lehman folded, those funded organizations had to scramble 

to close substantial holes in their budgets. 

The general one-line script for nonprofits in the U.S. has been that 
they are now being asked to do a whole lot more with a whole lot less. 
But, not surprisingly, the picture is a lot more complex, and the impact of 

the fiscal crisis has varied significantly between different states and loca- 139 
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tions in the U.S., between different subsectors and between organizations 

within any subsector. Moreover, the situation continues to unfold as non
profits are begin to feel the full impact of the trailing off of the American 

Reinvestment and Recovery Act (the Obama administration's economic 
stimulus package). 

At the time of the writing of this article in late 2010, the general 
trends in economic indicators appear to signal that the worst is over in the 
U.S. 1 This however, has yet to translate financially for many organizations
as they recover from the considerable declines in mcome experienced at 
the depth of the recession. Looking back, we can speculatively break down 
the recession into three periods: the onset (December 2007-February), the 
depth (February 2009-February 2010) and the recovery (February 2010 
onward). The exact date spans of these penods are a matter of dispute and 
even now there are those who cast doubts on the viability of the recov
ery, particularly for nonprofits who depend on the shrinking fortunes of 
government. Even as nonprofits recover, organizations will find themselves 
fundamentally changed and will need to find ways to expand their fund
raising efforts and maximize their output to maintain financial health.� 

This chapter summarizes the survey research that has been done to 
study the impact of the crisis on nonprofits and looks at the literature that 
emerged during this period to advise organizations how best to cope with 
the downturn conditions. lt is important to note that the surveys quoted 
m the following sections generally have considerable sampling errors. The 
surveys most often use self-reporting through online or telephone question
naires and so by definition gather information only from those organizations 
that continue to exist, and those that have the time, resources and interest in 
responding. Moreover, many organizations surveyed, as well as the organiza
tions doing the surveys, may have an interest in misrepresenting the financial 
situation and organizational health of nonprofits in order to either elicit the 
sympathy of donors, or conversely to demonstrate how resilient they are. A 
definitive analysis of how the crisis has impacted on nonprofits in the U.S. 
will have to wait for future research based on more objective indicators. 

2 

"Giving Increases But So Does Demand," The No11pr�/it Tiwcs, November 29, 2010, 

http:/ /www.nptirnes.com/1 Onov I 1129201 O.html. 

Cohen. Rick, "Recession will cha11ge nonprofits I Philanthropy Journal," PJ,if,11,t/,ropy 

Joum,1/, April 6, 2009, http:/ /www.philanthropyjournal.org/news/recession-wiU

change-nonprofits. 
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2 Trends in Giving 

After years of steady growth in private giving to nonprofits throughout the 

1990s and early 2000s, various surveys reported considerable declines in 2008 

and 2009. According to the Center on Wealth and Philanthropy at Boston 

College there was an estimated decrease in giving of 6% in 2008 and a further 
4.9% drop in 2009 in donations from individuals to the sector in general3 , and 

the Chronicle ef Philanthropy reported an 18% decline in cash contribution to 

large charities in 2009. 4 A survey conducted by the Alliance of Arizona Non
profits in February of2009 showed declines in revenue by"an average of 18%" 

with many Arizona nonprofits expecting further declines. 5 

However, the most recent surveys appear to signal a turnaround.The 

Chronicle ef Philanthropy reported that in the second quarter of 2010, cash 

giving to big charities grew by a median of 3.1 % compared with 2009. 6 

This seems to be the general trend for larger nonprofits, such as the Fidel

ity Charitable Gift Fund, a fund that focus on large private donors, which 
in August 2010 reported that it raised 67% more in the first six months of 

the year than it did in 2009 (Fidelity is a relatively new fund and part of the 

increase represent the success of their business model). 7 According to the 

Blackbaud Index of Charitable Giving, large organizations saw big increases 

in revenue in February of 2010, but this was largely attributed to a spike in 

donations that resulted from the January earthquake in Haiti.8 Other sur
veys indicate an upward trend in revenue throughout 2010, although with 

3 Wallace, Nicole, "Giving Dropped 4 .9% in 2009, Researchers Estimate," T/1e Chrot1icle 

of Philanthropy, May 27, 2010, http:/ /philanthropy.com/biogs/prospecting/ giving
dropped-49-in-2009-researchers-estimate/24346. 

4 Blum, Debra E. and Chris Thompson, "In 201 O's Second Quarter, Big Charities See 

Slow Giving Growth," The Cl1ronicle of Philanthropy, September 6,2010, http://philan
thropy.com/arcicle/ln-2010-s-Second-Quarter/124239f)sid=&utm_source=&utm_ 
medium=en. 

5 Allia11ce of Arizo,w No11pro_fits - 2009 Eco11omic Survey, Alliance of Arizona Nonprof

its, February 2009, http://www.arizonanonprofits.org/arizona-nonprofitslfeb-09-az
nonprofit-economic-survey-results.aspx. 

6 Ibid. 

7 Hall, Holly, "Nation's Third Largest Charity Sees Revival in Giving," 77,e Chro11irlc 

qf Philanthropy, August 11, 2010, http:/ /philanthropy.com/blogs/prospecting/nations
third-la rgest-chari ty-sees-revival-in-gi ving/26165. 

8 Blackbaud, "The Blackbaud Index of Charitable Giving - Full View," Black/Jaud.com, 

http: I I www. blackba ud. com/bb I index/bb-giving-index. aspx#s1ze. 141 
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fluctuations throughout the year, and there has been a considerable increase 
in online giving (which is partly due to the growing acceptance of on.line, 

social media and other electronic portals for donations). 9 However, not all 

segments of the nonprofit sector appear to be benefitting equally from the 

recovery in giving, with the Blackbuad Index indicating that while large 

organizations are seeing significant increases in 2010, revenue for small orga

nizations has remained steadily positive but more modest, and medium-sized 

organizations still have reduced revenue 111• 

The private giving trends can be broken down according to the 

following categories: individuals, corporations and foundations. 

Individuals 

A 2010 poll by Harris Interactive indicates that individuals gave 

in smaller amounts and to fewer organizations and that the per

centage of people who said they were not making any charitable 

donations increased throughout 2009, from 6% to 12<Yc,. But people 

were volunteering slightly more than they were in previous years. 11 

In contrast, according to the Cygnus Donor Survey released in 

June 2010, the impact of the economic recession on philanthropy 

appears to be moderating with only 8% of typical donors planning 

to give less, compared to 2009 where 17.5% responded the same. 

However, a higher percentage of affluent donors (17%) indicated 

that they would give less this year, which may continue to pose a 

problem for many nonprofits that depend more on donors who 

make large cash donations. 12 

Corporations 

Corporate giving is slowly bouncing back but a majority of big 

businesses say it will be awhile before they return to their pre-

9 Wallace, Nicole,"New Index Finds Charitable Giving Is Up Compared With Last Year," 

Tire Cliro11irlc of Plril,wthropy, June 15, 2010, http://philanthropy.com/blogs/prospect

ing/ new-iudex-fiuds-chari table-giviug-is-u p-compared-with-last-year /24 793. 

10 Blackbaud, "The Blackbaud Index of Charitable Giving - Full View," B/<1ckbaud.cor11, 

http:/ /www.blackbaud.com/bb/index/bb-giving-index.aspx#size. 

11 Harris Interactive, Substantial Numbers Still Willing to Donate Time and Money, 

November 10, 2010, http:/ /www.harrisinceraccive.com/NewsRoom/HarrisPolls/ta

bid/ 447 /mid/ 1508/articleld/611 I ccl/ReadCuscom%20Default/Default.aspx 

12 Burk, Penelope, Tire Cr.�11us Dor1or Survey - vVlrere P/,il,111rhropy is Headed ir1 2010 (Cyg

nus Applied Research, Inc.,July 2010). http://www.cygresearch.com/2010-Study/ 
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recession levels. In a survey of 162 of the country's largest com

panies," 54% of businesses say they gave less cash, 30% gave more, 

and 16% gave roughly the same." However, in-kind donations have 

increased as well as volunteering. Corporations have also indicat

ed a more narrowed focus on organizations that "align with their 

business goals and expertise" and can provide measurable results. 13 

Foundations 

Yearly trend studies conducted by the Foundation Center of the 

75,500 grantmaking foundations in the U.S. indicate that awards 

increased from 2007 to 2008 but then fell 8.4% in 2009 (indepen

dent and family foundations reduced their giving by 8.9%, corpo

rate foundations by 3.3% and community foundations by 9.6%.). 

The Foundation Center anticipated that the grant levels would 

remain flat in 2010 and then there would be modest growth in 

2011.14 

Although there are conflicting findings with current assessments 

ranging from bleak to optimistic, the majority of recent reports 

show that private giving is slightly up from 2009, signaling what 

may be a hopeful road to recovery. The following trends in giving 

during the crisis can be observed: 

1. Corporations, foundations and individuals have narrowed their

focus towards causes that matter to them most and that provide

measurable results.

2. Corporations and individuals have increased volunteering efforts

as a way to mitigate the financial impact of the recession on orga

nizations.

3. Giving to international aid organizations has had a notable increase

in 2010, though this n1ay be due to the tremendous surge of do

nations that were given to relief organizations following Haiti's

devastating earthquake.

13 Barton, Noelle and Caroline Preston, "Big Companies Hold Steady in 2010 Gifts," TI,e 

Chronicle of P/Jilant/Jropy,August 7,2010, http:/ /philanthropy.com/article/Big-Compa

nies-Hold-Steady-in/ 123792/?sid=&utm_source=&utm_medium=en. 

14 Foundation Center, Foundation Giving Trends,June 2010, http://foundationcenter.org/ 

gainknowledge/ research/ nationaltrends . html 143 
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2.1 Public Funding 

Public funding has been hit hard due to steep budget cuts at all levels 

of government and delayed payments. The economic stimulus money of 

2010 helped save state budgets temporarily but with a projected national 

budget gap of about $84 billion in 2011, organizations are bracing them

selves for even bigger financial challenges in the near future. 15 Fundraising 

consultants worry that too many of the organizations that worked hard to 

obtain stimulus funds wound up receiving nothing at all .1c' State budget

deficits have resulted in funding cuts to vital programs and services and 

the imposition of new fees and taxes. Furthermore, delays in payments and 

government contract abuses have caused cash flow problen1s for many or

ganizations that rely heavily on government grants to operate. 17 

2.2 Consequences for Organizations 

Declining revenues and increased costs continue to plague organizations, 

linnting their ability to plan for the future. This has led some organizations 

to lay off workers, hold off on hiring new workers and in the worst cases, 

cut services. In the period between September 2008 and March 2009, 

80%, of organizations surveyed by the Johns Hopkins University Listening 

Post Project reported some focal stress and 40% considered it to be either 

"severe" or "very severe."1° Factors contributing to the stress were declin

ing revenues, increased costs, declining endowments and decreased cash 

flow. Organizations reported significant losses 111 revenue resulting from 

the decline of individual contributions, corporate contributions and foun-

15 Gose, Ben "Charities Face Budget Woes Because of State Shortfalls," T/,c C/1ro11irle qf 

Pl,i/,,,,tl,ro]I)', August 7, 2010, Imp:/ /philanthropy.com/ amcle/Charities-Face-Budget

Woes/ 123790/)sid=& u tm_so urce=& u tm_medi urn=en. 

16 

17 

Hall, Holly, "Handling the Downturn: SLeps to Avoid," Tl,e C/1ro11irlc ,!f P/,i/,,,11/,ropy, 

July 18, 2010, http:/ /phibnthropy.com/blogs/prospecting/handling-the-downcurn

steps-to-avoid/25(,28. 

National Council of Nonprofits, St,,tc Bur/�et Crises: Rippi11x tl,c S,!fcry Net Held by 

No11pro/irs, Special Report March 16, 2010. www.councilofi10nprofits.org/ . .. /Special

Repon-State-Budget-Crises-Ripping-the-Safecy-Net-Held-by-Nonprofits.pdf. 

Salamon, Lester M., Stephanie L. Geller. and Kasey L. Spence, !111p,1rt a( r/,c 2007-09 Ero-

11011,ic Rrn:ssio11 011 No11pro/it 0(�,mi::::,irio11s, The Listenmg Post Project, Co1nmuni4ue No. 

14. http://www.ccssjhu.edu/pdfs/LP _Communiques/LP _Communigue_14.pdf, 1. 
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dation support. 19 In April 2009, The Nonprofit Finance Fund warned of 

the "precarious situation" of many nonprofits due to the loss of revenue, 

which served to highlight the risky financial situation of organizations that 

lacked financial reserves and worked with constrained cash flows.20 

Significant cuts and delays in government funding have produced 

serious cash flow problems for organizations, especially for those that de

pend on state dollars to provide much of their financial support. Even as 

private giving slowly returns to pre-recession levels, the losses incurred by 

state funding cuts will be difficult to recover.21 Human service organizations 

are particularly vulnerable as government funding accounts for over 65% 

of total revenue, with 60\Yi, of organizations indicating that it is their largest 

funding source.22 Though nonprofit-government contracts have always been 

problematic, further cuts and delays in funding have exacerbated the tension, 

highlighting the weaknesses in the relationship between the government 

and nonprofit sector.23 The National Council of Nonprofits released a report 

in March 2010 condemning state and local policymakers for making "deci

sions detrimental to nonprofits" which included funding cuts for services 

that nonprofits are expected to deliver.24 The effects of these decisions, as 
outlined by the report, are not limited to the organizations that depend on 

state money. Cutting funding for organizations that provide vital services has 

shifted the burden onto other nonprofits, forcing them to shoulder the costs 

of increasing need. The National Council noted that nonprofits that rely on 

governm.ent contracts to provide funding for their services have been forced 

to "involuntarily bankroll government services" by reducing costs and ob-

19 Ibid., 5. 

20 The Nonprofit Finance Fund, 2009 State of the Sector Sur11ey, 2010, http:/ /nonprofitfi
nancefund. org/ sea te-of-the-sector-s urveys 

21 National Council of Nonprofits, StaTC Budget Crises: Rippi11g the Safety Net Held by Non

pr�fits, Special Report March 16, 2010,www.councilofnonprofits.org/ ... /Special

Report-State-Budget-Crises-Ripping-the-Safety-Net-Held-by-Nonprofits. 

pdf. 

22 Boris, Elizabeth et al.. Human Ser11ice Nonprofits a11d Go11er11111e,,t Collaboration - Fi11di11gs 
from the 2010 N<1tional Surny of Nonprofit Go11emment Co11tr,zcti11g a11d GraJl(s (Urban 
Institute, October 2010), vii. 

23 Ibid., 23. 

24 National Council of Nonprofits, State Budget Crises: Rippi11g the Safety Net Held by 

Nonprofits, Special Report March 16, 2010, www.councilofnonprofits.org/ ... /Special
Report-State-Budget-Crises-Ripping-the-Safery-Net-Held-by-Nonprofits.pdf. 1. 145 
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raining br idge loans with high levels of interest in order to meet contracted 
benchmarks.25 The report also notes a r ising trend of government proposals 

to "squeeze m.oney" from nonprofits through the elimination of tax exemp

tions and the imposition of new fees (e.g. some city governments, knowing 

they cannot levy "taxes" on nonprofit education, health and social services 

facilities, have begun to institute new fee structures for the delivery of city 

services designed specifically to collect revenue from large nonprofit land

holders). This could permanently alter the relationship between the govern

ment and nonprofit sector and place an even bigger burden on nonprofits as 

they struggle to meet the growing demand for their services.21
' 

In addition to declining revenues, nonprofits have had to deal with 

the increasing costs of health benefits and wages. Larger organizations were 

more likely to experience increasing costs as they have larger staffs and ac
companying escalating benefits.27 But all organizations, regardless of size, have 

been hit by the recession in one way or another. In response to the economic 

conditions, organizations have cut costs by reducing services, foregoing salary 

increases, reducing their budgets, implementing hiring freezes and laying off 

staff, all in spite of the growing need for services.28 These decisions have been 

crucial for many organizations to maintain financial stability. Unfortunately, 

some of it has come at the expense of staff n1.orale as employees worry  about 
losing their jobs. But the majority of organizations indicate a solid to com

mitment to the number of people they serve, showing that it is the clients' 

interests that they have in mind when making these challenging decisions?) 

Despite the dire challenges, more than two-thirds of the organi

zations in the 2009 Johns Hopkins Listening Post survey indicated that 

25 Ibid , 5. 

26 Ibid., 7. 

27 Salamon, Lester M., Stephanie L. Geller, and Kasey L. Spence, I111p,1ct ,f the 2007-09

Economic Rcressiou on Noupro/it 0(�1111iz,1tio11s,The Listening Post Project, Communique 

No. 14. http:/ /www.ccss.jhu.edu/pdfs/LP _Communiques/LP _Communique_14.pdf 

28 

29 

National Council of Nonprofits, Str,lt��ies Bei11g Used by Nonprofit Le,ulers To Cope wit!, 

the N,11iou '., Eco1w111i( Crisis, Economic Stimulus & Recovery, August 10, 2009, http:/ I 

www.councilofnonprofits .org/sites/default/files/Special'X,20Report%209%20-%20 

Sera tegies-Being-Used-by-Non profit-Leaders-To-Cope-with-the-Na tions-Econo m

ic-Crisis. pdf 3. 

Salamon, Lester M., Stephanie L. Geller, and Kasey L. Spence, I111;wt of t/1e 2007-09

Ew110111ic Recession 011 No11pro/it 0(�1111iz,1tious, The Listening Post Project, Communique 

No. 14. http://www.ccss.jhu.edu/pdts/LP _Conununiques/LP _Conummique_14.pdf 
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they have been "successful" or "very successful" in coping with the crisis. 

Well-managed organizations are instituting classic organizational strategies 

for risk management in hard times, including cost reductions and scenario 

planning, and some have found that they are in fact expanding as they 

take over contracts from other failed nonprofits and attract new funding 

through fiscal stimulus packages. Many in the sector have simply been 

"philosophical" and have pointed out that they have survived recessions 

in the past and that, although this is the end of the boom times, they are 

not worse off now than they were in past lean times.Non profits have been 

urged to see hard times as an opportunity for needed restructuring and 

repositioning; probably the most overused expression of the last years has 

been that "you never want a serious crisis to go to waste", a quote attrib

uted to  President Obama's Chief of Staff Rahm Emmanuel.30 

3 How Should Organizations Respond to the Fiscal 

Crisis? 

The economic recession has spawned a wide range of literature that docu

ments how organizations are coping and advises on how best to manage orga

nizations in times of crisis.31 Uncertainty about the future has made planning 

difficult as organizations struggle to cope with the impact of the recession. 

Some organizations are exploring mergers as a way to ensure the survival of 

their programs, while most are simply learning how to do m.ore with less. 

3.1 Mergers 

The fiscal crisis has forced many organizations to restructure, consolidate 

or worse, shut down entirely. 32 Mergers have provided a way for struggling 

30 "In Crisis, Opportunity for Obama", Wall Street Joumal, November 21, 2008, 

http:/ I online. wsj.com/article/SB122721278056345271.html 

31 See for example, Bridgespan Group, Managing in Tough Times: A Collection of 

Resources for Nonpr�fits and Funders Navigating Turbulence, http://www.bridges

pan.org/LearningCenter/Default.aspx?id=2786 

32 Banjo, Shelley and S. Mitra Kalita, "Recession Forces Nonprofits to Consolidate - WSJ. 
com," Wall Street Journal, February 2,2010, http:/ I online. wsj.com/article/SB 10001424 
0527 48704 586504 5 7 4654404 227 641232 .lmnl ?mod= WSJ_hpp _MID D LETopStories. 147 



148 

EL IMPACTO DE LA CRISIS ECON6MICA EN LA ECONOMiA SOCIAL Y SOLi DARiA 

Dra. CARMEN PARRA y Dr. FERRAN PORTA (Directores) 

organizations to continue their missions while they shore up finances to 

appear more attractive to funders. i3 In the Bay Area, a portion of the emer

gency funding set aside by the San Francisco Foundation for struggling 

organizations was used to create a Nonprofit Transition Fund that gives 
those interested in pursuing mergers, financial assistance to pay for lawyers, 
planners and facilities managers. 34 Similarly, The Lodestar Foundation in 

Arizona put up a $250,000 annual collaboration prize in 2008 as incen
tive for organizations "to increase efficiency and eliminate duplication". 35 

As funders and donors become more discerning about which causes they 
choose to support, mergers have become an increasingly a promising tool 
for organizations to survive the economic recession. They also provide a 
proactive approach for healthy organizations to "strengthen effectiveness, 
spread best practices and expand reach". 3(, 

Although mergers have helped many struggling organizations stay 
afloat, some experts caution that it can also be incredibly problem.atic, as 

missions do not always "match up." Rick Cohen of Nonprofit Quarterly 
notes the importance of differentiating between mission acquisition and 

asset acquisition when considering a merger. As the recession continues, 
organizations that are acquired may find that some of their programs be
ing inevitably "shed" so the acquiring organization can survive. In order to 

protect themselves and ensure continuity of services, organizations look
ing to merge must be vigilant about finding ways to protect their programs 

by including provisions in contracts that can ensure a program's survival 
after an acquisition.37 

33 Cortez, Alex, William Foster, and Katie Smith Milway, "Nonprofit Mergers and Acqui

sitions: More T han a Tool for Tough T imes," Bri,(geSJ!<IIJ.0% http://www.bridgespan. 

org/Nonprofit-M-and-A.aspx . 

34 

35 

36 

37 

May, Meredith, "Bay Area charities unite, share aid to survive," S,111 Fr,111ci.,co C/no11icle, 

April 29, 2009, http:/ /www.sfgace.com/cgi-bin/article.cgi'f=/c/a/2009/04/29/BA

SA 17 AOE9.DTL&hw=nonprofit&sn=OO J &sc=901hctp:/ /. 

Banjo, Shelley and S. Mitra Kalita, "Recession Forces Nonprofits to Consolidate - WSJ. 

com," W.1/1 Street Joum,d, February 2, 2010, http:/ I online. wsj.com/arcicle/SB l 0001424 
0527 487 04 586504 5 7 4654404 227 641232. htmPmod = WSJ_hpp_M ID D LETopStories. 

Cortez,Alex,William Foster, and Kacie Smith Milway, "Nonprofit Mergers and Acqui

sitions: More T han a Tool for Tough T imes," Bri�gcspm1.o�g, http://www.bridgespan. 

org/Nonprofit-M-and-A.aspx. 

"Experts: Nonprofit mergers can be problematic" C/,,1r/otte Observer, 19 December 

2010, http:/ /www.charlotteobserver.com/2010/12/ 19/1920539/ experts-nonprofit
mergers-can. html. 
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Because organizations are faced with difficult choices about where to fo

cus their resources they have had to find effective ways to cut costs with

out severely hindering their ability to carry out their m.i.ssions. 38 A survey 

conducted by The Bridgespan Group documented several cost-cutting 

measures organizations have used to tighten their operational budgets. Pay 

cuts and furloughs have been used as a means to cut costs without elimi

nating employee positions, and reassigning staff, such shifting employees' 

roles towards fundraising, has helped some organizations meet the growing 

demand for their services. 39 The report also highlighted that organizations 

were renegotiating vendor contracts as a way to reduce overhead costs . 

In times of recession, organizations are finding that many vendors would 

rather adjust rates than lose business entirely. 40 According to the Nonprofit 

Quarterly, organizations have also achieved econormes of scale through 

collaboration, by exploring joint purchasing with neighboring organiza

tions and job-sharing as well as by hiring of consultants instead of full

time staff.41 The surveys note the importance of employee participation 

in these measures, as they can potentially impact staff morale and hinder 

productivity. 42 

Another important measure highlighted by the surveys is program 

assessment. By analyzing which programs are critically needed, an orga

nization can find more efficient and effective ways to achieve its mission. 

This can be accomplished by evaluating how well certain programs align 

with the community's needs and the organization's capacity to deliver ser

vices in a quality and cost-effective way.43 Thorough program analysis and 

assessment can help organizations better understand the choices they must 

make to successfully navigate the financial crisis. 

38 Bridgespan Group, Ma11aging in a Tough Economy: How Nonprofit uaders and Their Orga

nizations Are Facing the Uncertainty. 2010 http://www.bridgescar.org/Library/Manag

ingTough.Econorny.aspx 

39 Ibid. 

40 Ibid. 

41 T he Nonprofit Quarterly, It May be Hard Times: How to N,w(�ate ,1 Fi11,111ci,zl D0w11rum, 

2008, http://store.nonprofitquarterly.org/itmaybehati.hcm1 14. 

42 Ibid., 14. 

43 Ibid., 13. 149 
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The Bridgespan Group report also highlights the i1nportance of 

"approaching cost-cutting within the context of long-term planning," or 

as some call it, contingency planning.44 By looking at several possible out

comes, leaders can plan for potential scenarios and he prepared for the 

impact it will have on their organizations.40 Paul Light, a professor at New 

York University's Wagner School of Public Service, offered four possible 

scenarios the nonprofic sector and individual organizations would face 

111 the tough economy: a "rescue fantasy" in the form of an unusual gift 

or infus10n of money; a "withering winterland" in which the elimina

tion of workers and services which would prevent the organization from 

accomplishing its nussion; an ''arbitrary winnowing" in which many or

ganizations parricubrly m.id-size organizations closed due to fiscal stress 

leaving the sector leaving the sector with "fewer hut bigger nonprofits 

and a lot of smaller nonprofits that already live hand to mouth"; or a posi

tive "transformation" in which organizations use the faltering economy as 

an opportunity to reinvent them.selves.41
' While external conditions might 

largely detennine how such scenarios played out, organizations have con

trol of their own strategic choJCes, and contingency planning tools, like 

The Nonprofit Assistance Fund's scenario planning worksheet, help or

ganizations prepare for such scenarios and "adapt to changing circum

stances" as they arise.47 According to The Chronicle qf Philanthropy, orga

nizations that have implemented contingency plans are "faring better" in 

the recession, indicating that such tools are not onJy useful but also vital.48 

44 Bridgespan Group, J\.1,111<1xi11,� i11 "Toug/1 Eco111>111y: How No11profit Le,1dcrs ,111d Their 0\�<1-

11i.::,11io11s Arc F<1ci11x 1ltc U11ccr111i11ty. '.2010 http://www.bridgestar.org/Library/Manag

mgToughEconomy,1spx: How Nonprofit Leaders and Their Organizations .A.re Facing 

the Uncertainty." 

45 Ibid. 

46 Light, Paul, "Four Futures", Nonprofit Quarrrrly, Volume 15, Issue 4, Decem

ber 20, 2008 http://www.nonprofitguarcerly.org/index.php?opcion= com_co 

ncent&view = arcicle&id= 1364'Yr,3Afour-fucures&cacid= 150'Y.,3Afrom-the

archives&lcen1id=Y% 

47 Nonprofits Assistance Fund, Scm,nio P/,11111i11x, http://www.nonprofitsassiscancefund. 

org/pages/scenario_plarn1ing. 

4o Gose. Ben. "Worst-Case Scenuios - News - The Chronicle of Philanthropy- C onnect

mg the nonprofit world with news.Jobs, and ideas," Tltc Cltro11iclc of P/1il,111t/1ropy,July 

'.2, '.2009, http:/ /philamhropy.com/article/Worst-Case-Scenarios/ 57034/. 
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3.3 Intensify Fundraising 

The intensified competition for donations and contracts created by the 

financial crisis has highlighted the need for organizations to have clearly 

defined missions that provide measurable results and to communicate 

them effectively to stakeholders. Close to half of the respondents in the 

Listening Post Project report to having "improved or expanded" market

ing (48%) and advocacy (45%) efforts in addition to cutting costs during 

the recession. Organizations have increased their efforts to strengthen 

relationships with key stakeholders, core funders and board mem.bers as 

a way to aid fundraising activity and have sought to develop new market

ing and communication strategies for fundraising.49 

Having a diverse set of revenue streams is crucial especially in 

times of deep budget cuts. According to a survey conducted in 2010 

by the Nonprofit Finance Fund, a majority of organizations (61%) 

have less than three months of cash available while 121_).{, have none. so

The Nonprofit Finance Fund suggests bringing together leaders, board 

members and advisors to review the organization's financial assets in 

three critical areas -cash deposits, investments and revenue- to deter

mine how diverse and safe their funding streams are. 51 The crisis has 

coincided with the rise in online giving and many organizations have 

utilized the Internet to attract new donors and strengthen relationships 

with existing ones. 

As organizations faced difficult choices about how to move for

ward many became more adaptable. Contingency planning, comprehen

sive fiscal strategies and collaboration with other organizations were key 

in determining whether an organization survived the recess10n. According 

to the Listening Post Project, the organizations that pursued only "fund

raising and belt-tightening strategies" were likely to achieve "on par or 

slightly below" outcorn.es, while those organizations that implemented 

49 Tuck, Alan and Ann Goggins Gregory, "Article - Managing in Tough Times Survey 

Update November 2009," Brid,:espm,.or,R, http://www.bridgespan.org./managing-in
tough-times-survey-u pdate-n ovember-2009. aspx. 

50 Nonprofit Finance Fund, A Guide ro Navigaring C/,anging Times, 2010 htcp://nonprof

itfinancefund org/ nonprofit-consul ting/navigating-financial-er 1sis. 

51 Ibid. 151 
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more comprehensive "entrepreneurial" strategies were more likely to re

port financial success. 52 

Ensure Open and Frequent Communication 

A number of surveys and advice documents have emphasized the 

need to strengthen institutional communications, both internal and ex

ternal in times crisis. Staff, boards, and stakeholders should be fully aware 

of the challenges facing an organization and receive that information 

through official channels and not through the rum.or mill. According to 

the Bridgespan Group, "leaders who have weathered past downturns find 

such transparency is one of the best ways to keep teams engaged and 

enthusiastic-focused on the needs of the people they are serving and not 

on the organization's woes". 53 

3.4 Other Impacts of the Crisis 

In addition to the impacts on individual organizations, the crisis is also 

altering other important aspects of the nonprofit sector in the U.S. During 

the economic bubble much of the energy of nonprofits was focused on 

private philanthropy, social enterprise, and business venturing but there are 

now major shifts in attitude as organizations are rethinking their relations 

with the [former] benefactors on their board and entrepreneurs seem to 

matter less. In the U.S. boards had generally stopped being about manage

ment or governance and had begun to focus almost entirely on fundrais

ing, and on the "give or get" (the amount of funds a person had to contrib

ute to an organization to secure a place on the board), but when the crisis 

hit relationships with board members changed dramatically, particularly if 

the board members were from the finance industry. One Executive Direc

tor of a prominent New York nonprofit with [former] blue-chip board 

m.embership commented at a workshop soon after the market collapsed:

"I now hate my board members."

Attitudes towards government are also shifting.The upheavals since 

2008 appear to have heightened the sense that nonprofits should be pay-

52 Salamon, Lester M., Stephanie L. Geller, and Kasey L. Spence, l1np,1rt of t/1e 2007-09 Ero-

110111ic Reccssio11 011 No11pro/it 0(�1111iz11tio11s,The Listening Post Project, Communique No. 

14. http:/ /www.ccss.jhu.edu/pdfs/LP _Communiques/LP _Communique_14.pdf, 1. 

53 Bridgespan Group, M<111,1gi11x i11 Toug/1 Ti111es: 7 Steps, 14 November 2008, http://www. 

bridgespan.org/LearningCenter/ResourceDetail.aspx'id=2638 
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ing more attention to their relationship with government . Before the crisis 

the focus was on relations with the private sector, but now more atten

tion is being given to what government can provide and on government 
policies that impact constituencies. After years of ignoring government as 

simply a steady contractor, nonprofit are again focusing on what govern
ment can provide through stimulus funds and on government policy to 

help avoid a worse or next crash. The National Council on Nonprofits is 
urging nonprofit to again assert their "historic role as champions of the 
common good" by helping monitor government operations and ensuring 
accountability. 54 

Human resources concerns have also been impacted. The baby 
boomer activists who founded many organizations in the sector are reach
ing retirement and until 2008 the focus of much of the human resources 
discussions was generational change and leadership vacuums . The concern 
was that the sector could not successful replace all the retiring leaders, but 

post-crisis the new concern appears to be how to get the older genera
tion to retire now that they cannot afford to because much of their equity 
has disappeared . 55 Also, some organizations have reported an increase in 

the number of highly skilled volunteers formerly employed in the private 
sector who want to use their unemployment time "doing good", or they 

are hoping to use volunteering as a way of transitioning to the nonprofit 
sector. 

4 Responding to the Fiscal Crisis in New York City 

A good example of how the sector is responding to the crisis is the work 
being done in New York City. New York City has a population of 8 mil

lion (if it were a state, it would rank it as the 12'h largest in the US), giv
ing it the critical mass to create large-scale city-level initiaitves. There are 
42,000 registered nonprofits in New York City, 2,500 of which contract 

54 National Council of Nonprofits, Stimulus Grant Tips and 77,oughts (Special Reports 

on the Economic Stimulus and Recovery, #2). Washington DC: National Council of 

Nonprofits. 2009 http: I /www.councilofnonprofits.org/ content/ stimulus-grant-tips

and-thoughts 

55 Hall, Holly For Some Nonprofit CEO's, Recession Stress Is Personal, Chronicle of 

Philanthropy, November 12, 2009, http://philanthropy.com/article/For-Some-Non

profit-CEOs/57797 I 153 
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with city government for the delivery of services. The decade before eco

nomic crisis was a boom time for nonprofits in New York (notwithstand

ing the impact of the Sepetember 11, 2001 terrorist attacks). The complex 

capital-generating processes ofWall St were increasingly being applied to 

nonprofits, and the years 2005-2008 were punctuated by multiple meet

ings and seminars discussing how best to increase social venture capital that 

would allow more nonprofits to "go to scale". These sessions were usually 
lead by socially conscious titans of Wall St firms. Through their philan

thropic activities, they had become the new heroes of the nonprofit sector, 
along with an emerging cadre of young social entrepreneurs who transi

tioned from business and law schools into poor neigbhourhoods to start 
social ventures, private and nonprofit, that leveraged their financial sector 

connections, most often through their former classmates and other alum.ns 

of their alma maters. They claimed to apply new business models to solv
ing social problems and eschewed many of the traditions of charity-based 

nonprofits, including low wages and mission-based conununity support, 

and instead seek to achieve social outcomes by operating with the finan
cial discipline, innovation and determination of the private sector business. 

One of the signature mottos that emerged from that period is "you can do 

good, but still do well". But that approaches has now been tempered and 
and NY noprofits are adjusting to the new realities. 

The New York City administration led by Mayor Michael Bloom

berg, instituted a number of programs in 2008-2009 to strength its rela

tions with nonprofits, particularly those with city contracts. These pro

grams, collectively refered to as the Mayor's Nonprofit lnitiative'c', include: 

56 

An online portal for assisting nonprofits. 

A Chief Services Officer to promote service to the conmrnnity 

(like Michigan and California, press releases from the Mayor's Of

fice claim that the appointment is the first in the country!). 

A Nonprofit Contract Facilitator in the Mayor's Office of Con

tracts Services, who is charged with improving the timeliness of 

city contracting, and working with agencies to provide training 

and technical assistance through a Capacity Building and Over

sight project. 

City of New York, Nonprofit Assistance Initiatives, 2010, http://www.nyc.gov/html/ 

nonprofit/hn1tl/initiatives/i11itiatives.sl1tml 
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A Memorandum of Understanding with the nonprofit Human 
Services Council that guarantees Cost of Living Adjustments in 

city contracts. 

• A Master Services Agreement to be used by key city agencies as a

common contracting process.

• The Health and Human Services Accelerator, a new unit that will
focus on increasing efficiency and transparency in the relationship

between government and the 1,300 nonprofit providers that have

contracts with 12 city human services agencies.This is will include

a "data vault" of the relevant documents required for contracting,

such as boards of director lists, audits, signature approvals, insurance

forms, and IRS reports .

The Mayor's Office of Contract Services and the Fund for the

City of New York offer bridge loans through the Returnable Grant
Fund, so the City is not only the contractor but also in effect the

guarantor during cash flow difficulties. Other city-sponsored fiscal

programs to assist nonprofits in weathering the fiscal crisis through

lines of credit and group purchasing.

These initiatives are coordinated through a series of working

groups convened by the Office of the Deputy Mayor for Health and Hu

man Services that include city agency and nonprofit representatives as well 

as academics, consultants and representatives from private philanthropy. As 

a result of these meetings a number of new initiatives have been started, 

including a new fiscal manual, to be developed by the he Health and Hu

man Services Accelerator and Mayor's Office of Contract Services, which 

would ultimately establish common indirect cost rates for administration 

of human services programs. This manual can also be the vehicle for de

termining allowable costs under contracts and providing flexibility for ser

vices contractors.The City also intends to develop a uniform taxonomy to 

define the terms and elements of services across different programs, City 
departments, and provider agencies. 

It should be noted that in New York City the relationship between 

city government and nonprofits is also marked by the fact that the City has 

a track record of creating its own nonprofits and the Mayor himself is a ma

jor philanthropist. The Mayor's Fund to Advance New York City (formerly 

known as Public-Private Initiatives) is a city government sponsored non

profit which facilitates innovative public-private partnerships. The Fund 

relies on private donors to support a wide range of social and cultural 155 
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public programs. The Mayor is the city's richest man and its most gener

ous philanthropist, giving over $40 million annually in grants through the 

Bloomberg Family Foundation and many millions more through other 

charities and foundations. The complex nature of the interplay between 

the Mayor's roles as the City's chief executive and its chief philanthropist 

became even more evident in March 2010 when he appointed Patricia 

Harris, the First Deputy Mayor in the city administration, as the chief ex

ecutive and chairwoman of the Bloomberg Family Foundation, positions 

she would hold in conjunction with her city responsibilities. 57 

5 Conclusion 

In late 2008, the New York University professor Paul Light predicted that 

100,000 nonprofits in the U.S. would close as a result of the fiscal crisis. 58 

While it is impossible to confirm that his dire prediction was realized, 

there is no doubt that the fiscal crisis has had significant consequences on 

the nonprofit sector and some organizations may never recover. Trends in 

giving show an improvement from 2009 however, this has yet to translate 

financially for many organizations that are still suffering from the steep 

revenue declines of the previous year. According to the Nonprofit Finance 

Fund, "Nearly 90';(, of organizations expect 2010 to be as difficult or more 

difficult than 2009 and only 12% expect 2010 to be financially easier." 59 

Various commentators anticipate that it may take up to a decade for the 

nonprofit sector to fully recover. w 

57 "Top Bloomberg Aide Will Lead His Charity Board", New York Ti111es, March 31, 2010. 

http:/ /ww w.nytimes.com/20 l 0/04/0 l / nyregion/01 harris.html 

58 McCambridge, Ruth, "Back to the Future: Paul Light's Recession Predictions Revis

ited" , Nonprofit Qu,lrfer/y, December 15, 2010 http:/ /www.nonprofitquarterly.org/ 

index. php 'option =com_content&view =article&id =8071 : back-to-the-future-pa ul

ligh ts-recession-predictions-revisited&catid = 153: features&! temid = 336 

59 "A Guide to Navigating Nonprofit Finance Fund, A Guide ro Ni1v(�11/i11.� C/1,111li11g 

Ti111es, 2010 http:/ I nonprofitfinancefund.org/ nonprofit-consulting/navigating-finan

cial-crisis. T imes." 

60 McCambridge, Ruth, "Back to the Future: Paul Light's Recession Predictions Revis

ited" , Nonprofir Q11,1r1crly, December 15, 2010 http:/ /www.nonprofitquarterly.org/ 

index. php 'option =com_con tent&view=article&id = 8071 : bac k-to-the-fu ture-paul

lighcs-recession-predictio11s-revisi ted&catid = 15 3: features& I temid = 336 
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Overall, the impact of the crisis has been deep and organizations 

have had to adopt a number of coping strategies to survive, forcing many 

to cut costs amid the growing need for their services. Organizations that 

implement contingency plans and devise comprehensive strategies to deal 

with the fiscal crisis will most likely outlast those that merely employ in

dividual measures such as cost cutting and fundraising. But according to 

Cathryn Mattson of the Bridgespan Group, if leaders use the crisis as an 

opportunity to become "stronger," they may be able to come out of it even 

"healthier and more sustainable as a result." 61 

The crisis has also served to recalibrate the relations between gov
ernment and nonprofits. A shift in attitude in response to the financial 
crisis has served to reinforce a range of initiatives that favour of more col

laborative relations with government. There continue to be contradictory 
dynamics and there is pushback from those concerned about develop
ing too close a relationship with government, but the general tendency 
is towards developing more interdependency and collaborative relations 
between the sectors.62 

61 Bridgespan Group, M,lll,1,�i11g i11 <1 Tough Eco110111y: How No11profi1 Leaders 1111d T/1eir O,g11-

11iz,1tio11s Are F11ci11g the U11cert,1i111y. 2010 http://www.bridgestar.org/Library/Manag

ingToughEconomy.aspx 

62 Casey, John, A New Era of Collaborative Government-Nonprofit Relations in the 

U.S.'· Nonpr�fit Policy Forum, 2011, publication pending. 157 




