
Given reports that foundation assets
have plummeted by 30 percent in
just a few months, nonprofits recog-
nize that our valued foundation allies
are encountering difficult challenges.
To extend foundations a friendly
hand so they don’t feel alone, this
article identifies escalating chal-
lenges that nonprofits face, shares
action steps that nonprofits are taking
to cope with this wicked economy
and offers ways foundations can part-
ner with nonprofits during this ever-
growing economic crisis.

CHALLENGES THAT THREATEN
NONPROFITS 
Nonprofits face three sets of grave—
and escalating—challenges. 

First, the economy rapidly is erasing resources for
nonprofits. With foundation assets evaporating, govern-
ments slashing nonprofit grants and contracts, corporate
profits tumbling, and individuals suffering financially, the
amount of money going to nonprofits has nosedived.

At the same time, demands for nonprofit services are
skyrocketing. With more people losing their jobs due to
layoffs, losing their homes due to foreclosures, and los-
ing all or a portion of their health insurance due to
employers cutting jobs and benefits, more people are
turning to nonprofits for help to meet their basic needs of
food, shelter and health care.1

As if those factors were not bad enough, there is an oft-
ignored yet significant third negative factor: increased com-

petition from the public sector for
donations. In October, for instance, the
University of Texas at Austin launched
a $3 billion capital campaign. The pre-
vious month, the University of
California at Berkeley opened a $3 bil-
lion capital campaign. When huge
institutions start such mammoth cam-
paigns, they hire more than a hundred
additional development officers who
grab every coin they can find. Yet,
America’s small and midsize nonprof-
its—those with incomes less than $1
million (which, by the way, make up 93
percent of the entire sector2)—cannot
afford to hire even one full-time devel-
opment officer each, let alone more
than a hundred. Simply put, communi-
ty-based nonprofits are at an extreme

disadvantage because we cannot compete with the
fundraising machines of larger institutions.  

Any one of these challenges can capsize individual non-
profits; the convergence of all three—suddenly increased
demands, abruptly reduced resources and sharply increased
competition—threatens the survival of many nonprofits. 

WHAT NONPROFITS ARE DOING TO COPE
These challenges are daunting; yet, small and midsize
nonprofits once again have, with grit and determination,
lowered their shoulders to push even harder to meet the
profound needs in their local communities.

To give them general support and specific tools, the
National Council of Nonprofits created a special
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“Nonprofit Economic Vitality Center” on our web site,
www.councilofnonprofits.org/economy. The four sec-
tions of the constantly expanding Economic Vitality
Center focus on the following topics:
> Basic information about the economy and nonprofits

so policymakers, journalists and the general public
have a better understanding about what is happening;

> How the miserable economy is hurting different non-
profit subsectors (e.g., arts & humanities and human
services) and harming nonprofits in different regions
of the country; 

> Successful strategies, proven programs and other tools
for nonprofits to consider; and,

> Innovative funders that courageously are stepping for-
ward to help in this time of dire need.

Despite the purest intentions and the strongest dedica-
tion, community nonprofits cannot continue to do so
much more with so much less for very much longer. Dr.
Paul Light, the noted public service expert, forecasts that
the menacing economy will wipe out 100,000 nonprof-
its within the next two years.3

When these nonprofits crumple, they will leave gaping
holes in their local communities, both in terms of vital
services no longer provided and lost jobs.4 Indeed, that
already is happening across the country as nonprofits
respond to loss of donations and abrupt cuts in govern-
ment contracts. To cite just a few examples, the Urban
League of Boston and the Center for Teen Empower ment
reduced services after each lost more than $500,000
when Massachusetts took emergency action to cut its
budget; the Chicago-area Meadows Community Services
shut down after 20 years of serving low income popula-
tions when it could not raise enough funds; and the
American Lung Association, Focus on the Family,
National Domestic Violence Hotline, and Susan B.
Komen for the Cure (to name only a few) were forced to
lay off employees.5

FOUNDATIONS CAN SUPPLY TOOLS FOR 
CLEARER VISION
To help ease the pain, foundations can partner with non-
profits by helping with three tools that provide clearer

vision: a crystal ball, safety goggles and a microscope.

A. Crystal Ball: Helping Nonprofits Look into the Future
Governments, corporations and foundations failed to see
this sudden and sweeping economic collapse brewing,
so individual nonprofits cannot be blamed for failing to
anticipate what happened. And now, with nonprofits’
attention devoted to meeting immediate community
needs, they lack time and resources to look at the big
picture to see what’s going to hit them in the near future.
Yet, nonprofits and the communities they serve need a
crystal ball to be able to see more clearly into the future.

Foundations can help nonprofits position themselves
better for what’s coming by:
> Developing information quickly about how the econ-

omy will look in the next 1–5 years. Corporations, gov-
ernments and the media all seem so stunned by what
snuck up on them that they only can stare at what just
happened rather than peer ahead. If foundations
could help pull together some economic forecasts,
that information would enable nonprofits to break out
of the mind-set of “how do we survive one more day”
and prepare proactively to take appropriate action.

> Convening nonprofits to engage in meaningful dia-
logues on mutual strategies for coping. Foundations
can help convene and/or underwrite meetings that
provide a safe space for people to share ideas and
build collaborative networks. For example, the
Oklahoma Center for Nonprofits held two special
statewide gatherings that allowed nonprofits to com-
prehend better what has been happening economical-
ly, hear reflections of colleagues who had weathered
bad times and exchange strategies for coping.6
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This free website is updated daily as new information
becomes available, so if you have something to contribute
to help the nonprofit sector, please submit that information
for posting at www.councilofnonprofits.org/economy.



B. Safety Goggles: Look at Leveraging 
Foundation Dollars
This is a time for action. Foundations can stretch their
dollars safely by plugging in these power tools: 
> Partnering with—and funding—infrastructure

groups. Foundations obviously see the value of infra-
structure groups, given the wide range of such
groups for philanthropy alone. Nonprofits also need
such infrastructure groups, which can spread infor-
mation and resources broadly and efficiently. Plus,
research shows, nonprofit infrastructure groups play
an irreplaceable role in helping nonprofits in the
public policy arena.7

> Allowing grantees to engage in advocacy work. Now
more than ever, the voices of the people need to be
heard through nonprofits. Foundations need to instruct
their attorneys to review their grant language and work
with informed nonprofits to eliminate any suggestion
that funds cannot be spent on public policy activities.8

C. Microscope: Focus on Refining Foundation Processes
Challenging times force us all to reexamine how we have
done things. As nonprofits focus internally at downsizing
options, foundations also can look internally to see how
streamlining their own operations might help their non-
profit grantees.
> Shifting from project/program funding to general

operating support and simplifying application and
reporting requirements. The more foundations require
nonprofits to go through extensive application process-
es, jump through different hoops and fill out addition-
al paperwork, the more time and resources get divert-
ed from delivering services to the community.

> Expediting grant payments and communicating bad
news about funding ASAP. It will help if foundations
can expedite payments in these times when the “cash
flow” for many nonprofits is tantamount to “cash drip.”
And if foundations have bad news to deliver to a non-
profit—whether it is that the normal grant will be dis-
continued, or be smaller, or even if those decisions are
tentative —they should say so as soon as possible so
the nonprofits can adjust immediately. 

By working together—as funding providers and service
providers—foundations and nonprofits can perform our
shared missions better and help meet our communities’

urgent needs created by
this wicked economy.  �

Tim Delaney is president &
CEO of the National Council
of Nonprofits, the network
of state and regional non-
profit associations serving
more than 20,000 member
organizations. By linking

local nonprofit organizations across the nation through state
associations, the National Council helps small and midsize
nonprofits manage and lead more effectively, collaborate and
exchange solutions, engage in critical policy issues affecting
the sector, and achieve greater impact in their communities.
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