



[image: Cover]














[image: Book Title Page]

















Copyright



Copyright © 2019 by Phil Buchanan


Foreword copyright © 2019 by Darren Walker


Cover design by Pete Garceau


Cover image © iStock/Getty Images


Cover copyright © 2019 Hachette Book Group, Inc.


Hachette Book Group supports the right to free expression and the value of copyright. The purpose of copyright is to encourage writers and artists to produce the creative works that enrich our culture.


The scanning, uploading, and distribution of this book without permission is a theft of the author’s intellectual property. If you would like permission to use material from the book (other than for review purposes), please contact permissions@hbgusa.com. Thank you for your support of the author’s rights.


PublicAffairs


Hachette Book Group


1290 Avenue of the Americas, New York, NY 10104


www.publicaffairsbooks.com


@Public_Affairs


First Edition: April 2019


Published by PublicAffairs, an imprint of Perseus Books, LLC, a subsidiary of Hachette Book Group, Inc. The PublicAffairs name and logo is a trademark of the Hachette Book Group.


The Hachette Speakers Bureau provides a wide range of authors for speaking events. To find out more, go to www.hachettespeakersbureau.com or call (866) 376-6591.


The publisher is not responsible for websites (or their content) that are not owned by the publisher.


Library of Congress Cataloging-in-Publication Data has been applied for.


ISBNs: 978-1-5417-4225-3 (hardcover); 978-1-5417-4223-9 (ebook)


E3-20190311-JV-NF-ORI














For Lara















AUTHOR’S NOTE



This book would not exist were it not for the support of the Board of Directors and staff of the Center for Effective Philanthropy (CEP), the nonprofit organization where I have worked for the past seventeen years. Although the views expressed in these pages are mine, I have drawn heavily on research and knowledge developed by CEP. I am grateful for all the support I have received in undertaking this project. Fifty percent of all royalties associated with the sale of this book for the first year following its publication will go to CEP to support its ongoing work.















FOREWORD



We live in a time of many urgent challenges. Inequality has widened the gap between the rich and the poor. In the United States, the free press is under attack, while mass incarceration tears at the fabric of our society. Racism and nationalism are on the rise around the world, while people find their opportunities inhibited by persistent injustices based on their gender, race, sexual orientation, ability, or citizenship status. Meanwhile, climate change threatens the planet and people everywhere. The list goes on.


These challenges seem daunting on their own. They might even appear insurmountable when we consider the finite resources we have to solve them. Yet what gives me hope is that people from every walk of life see those problems—in their local communities, nations, and world—and ask, How can I help?


For many people and through many decades, one answer to that question has been philanthropy. In fact, when Andrew Carnegie wrote his 1889 essay “Wealth,” he envisioned philanthropy as a necessary and effective means of ameliorating the worst conditions the free market produced. The idea that the wealthy were obligated to give away money during their lifetime was radical at the time. Following the publication of Carnegie’s essay, what we now know as the modern field of philanthropy emerged. As a result, millions of people have access to tools and resources with which to improve their lives.


In the 130 years since Carnegie’s original essay—now known as the Gospel of Wealth—the number of people, foundations, and resources joining the field of philanthropy only continues to grow. At the same time, we have continued to learn, and we know more today than Carnegie could have imagined. We have gained experiences, understanding, and perspective from decades of success and failure. We have new technologies, data, research, and tools available to help us. We have learned more about how to be effective—how to understand the root causes of problems, build institutions, and partner with communities to ensure they have a voice in the decisions that affect them. We have new insights into how structural inequalities, unconscious biases, and systemic injustices have influenced what we’ve done wrong in the past and where we are today.


And yet, for as much as we’ve learned, understanding philanthropy’s impact remains a challenge. For many of us who want to do good, there is always the question of how to do it right.


Of course, it’s important to remember two things. First, money alone cannot solve problems.


Money can fund institutions that make lasting change by putting in work across generations. It can support individuals doing good work and help them realize their ideas. And the people who run these institutions, support these individuals, and scale these ideas—people throughout the nonprofit sector—are, as this book suggests, the unsung heroes of our society. At a moment when trust in so many institutions is in decline, civil society organizations such as these are fundamental—doing the work beyond the purview of government or business, work that our communities and society desperately need.


Now, more than ever before, many are looking to civil society to promote virtues of fairness and equality—to help shore up and save our democracy. And there is a crucial role that philanthropy can play in that effort. It can and should help restore the commitment to justice that drives our society to care for itself. Beyond engaging in charity, it can combat the underlying forces testing the heart of our democracy, whether it’s the current assault on journalism, the curtailing of basic democratic rights such as voting, the ever-widening inequality gap, or systemic racism and discrimination. On top of these benefits, this sector has the ability to cross divides and build bridges, to connect and convene people interested in making this world better from every sector, and to restore empathy and remind people that we have more in common than we realize—in our hopes for the future, experience of the human condition, and desire for justice.


Which brings me to the second piece that’s important to remember: Just as money alone does not solve problems, philanthropists are not alone in doing this work.


In my own career in philanthropy, I have been fortunate to call on Phil Buchanan for wisdom and counsel. Every time I have sought his help, Phil has cut through the noise and gotten to the root of the issue. He is a master problem solver, and he never fails to formulate solutions that incorporate the best methods and most potent thinking.


No one has a better view of the diversity of this sector, the range of organizations and needs, the emerging trends, and troublesome errors. He is a student of the field, a skilled researcher and author of numerous thoughtful reports. His unique perspective—as someone who has led a growing organization, advised countless others, and even given himself—has made him an invaluable thought partner and trusted advocate of the sector and its future.


Put simply, Phil has dedicated nearly two decades and this early part of the twenty-first century to improving philanthropy for decades to come.


What’s more, as president and chief executive of the Center for Effective Philanthropy (CEP) for the past seventeen years, Phil has advised countless individual donors and foundations and built CEP into an indispensable resource for all those who hope to make a difference. Thanks to his leadership and stewardship, CEP has become an essential repository of insightful data and best practices.


This book is no different.


In these pages, Phil not only synthesizes the many lessons he’s learned over the course of his time at CEP, but presents the wealth of knowledge he’s acquired through his long career. He combines data and stories with practical advice for givers of every kind and category and helps all of us who want to help figure out how to do it most effectively.


Of course, Phil’s leadership is not only defined by his brain or the extensive knowledge he brings to the table. It is also defined by his heart.


Phil models the kind of passionate advocacy for the individuals and organizations doing good that all funders and philanthropists should aspire to. He knows this work is done by people, for people, and that funding can only be effective if it acknowledges that. He understands, better than most, that the health of our civil society is inextricably linked to the health of our democracy.


Indeed, an active and effective civil society is crucial to the success of any democracy, especially one that draws its power and strength from “we the people.” The organizations, institutions, foundations, and advocacy groups that compose this “third sector” of society give citizens the space to organize and make their voices heard, and serve and represent their needs and interests. So, when leaders like Phil work to strengthen civil society, they simultaneously strengthen the foundation of our democracy: the people.


That’s why this work and this book are so important.


Whether you are the leader of a foundation or an individual with limited money to give, this book has something to offer you. If you are looking for on-the-ground, practical advice on how to execute effective philanthropy, regardless of the scale, it will undoubtedly leave you intrigued, informed, and, more than anything, inspired.


It does not matter what you do for a living or even how much money you have to contribute. This book is written for doers of all kinds. It’s written for all those who desire to go a step beyond giving and learn how to give effectively.


As we envision the future of philanthropy for the twenty-first century, as we push this field beyond simple generosity, we can continue to make philanthropy a more precise, targeted, and effective tool for justice. This book helps us learn how.


I am so glad that if you are reading this book, you too can have this benefit my colleagues and I have long enjoyed—the wise counsel and big heart of Phil Buchanan—and take it with you as you give. Together, we can channel all of our resources, energies, and passion toward not just giving done right, but doing good—and doing justice—with our giving.


Darren Walker


President, Ford Foundation















Introduction



IT’S NOT YOUR BUSINESS


WHY GIVING IS A CHALLENGE LIKE NO OTHER


“I JUST WANT to know we made a difference,” one multibillionaire philanthropist, in her sixties, told me.


Even those whose full-time job is giving get anxious about it. “I worry about whether we’re doing all we can, as well as we can. I worry that we’re not. I worry we don’t even really know. I worry all the time,” a foundation CEO shared.


Every week, I have conversations like these with people. They’re allocating resources—a lot of resources—to address pressing social problems. It’s a huge privilege, and indeed most people who meet them and learn what they do are rather jealous. But it’s also an awesome responsibility, so they worry. Those who work at institutions where giving is their job and individual givers alike see the impact of their philanthropy as among their most important legacies (second only—and not always second—to their kids and grandkids), and they don’t want to squander it.


This worry about maximizing the good of giving has been the recurring conversation for more than seventeen years of my professional life, as the founding chief executive of the Center for Effective Philanthropy (CEP). Research we’ve conducted on foundation CEOs reveals not only a widespread sense that philanthropy must do better, but also uncertainty about how. In analyzing results from a survey and in-depth interviews with these leaders, we found that the overwhelming majority believe foundations can make a significant difference in society, but few believe they’re realizing their full potential.1


This uncertainty and concern aren’t all that different from the anxiety of my friends and family members—people of more regular means—who wonder whether their own charitable contributions are making a difference. You’ve probably wondered the same thing as you’ve written a check, made a contribution online, or directed a gift from a donor-advised fund you hold at your local community foundation. After all, it’s not nearly as easy to gauge the impact your giving has as it is to check the performance of your 401(k). That’s because, while investments can be easily measured by their returns, the impact of giving is much more challenging to assess.


So Many Questions


This book is for givers at all levels who struggle with how to make the most difference. It’s for the megadonors and the everyday givers—the overwhelming majority of American households that contribute to charitable organizations. They do so because their hearts compel them to; they want to make a difference when it comes to issues and causes they care deeply about. But, in their head, they ask:


Am I on the right track to make the impact I seek?


What do I need to understand about the nonprofit sector and philanthropy to give well?


Should I give when asked by someone knocking on my door, or by the cashier at the store, or in response to a natural disaster?


Am I focused on the right goals? Did I choose the right giving strategies to achieve them?


Is my money really going where I intend?


How will I gauge progress?


What resources can help me do my giving well?


It’s overwhelming; I get it. And if there’s anything I’ve learned during my time working on these issues and helping givers face these questions, it’s that answers are elusive. But my hope is that, in the pages that follow, I’ll help you understand the unique challenge of giving as well as the essential ingredients for effectiveness, so you can know that you’ve maximized your chances of contributing to real, lasting impact.


I also hope to help persuade you of philanthropy’s great contributions—historical, present day, and potential future—to making the United States and this planet a better place. To be an effective giver, you need to learn from what’s worked, or you’ll be doomed to make the same, predictable mistakes many new givers make.


In the United States, giving has done more good than even many givers realize, and though many challenges remain, it has contributed to much of what makes this a great country. It has also contributed to global progress in improving the human condition; this is by any number of measures the best time in human history to be alive. That point feels especially important to underscore now, amid an increasing torrent of external criticism of philanthropy.


Giving and Nonprofits Aren’t Like Business


Criticism of philanthropy, which has been on the upswing in recent years, comes especially from those who promote the idea that business or market-based approaches offer the answer to the giving challenge. I can’t tell you how many times I’ve heard someone say that philanthropy isn’t effective and that nonprofits and donors need to act more like businesses—although it isn’t clear what that statement even means. This thinking has been going on for a while. I heard it nearly two decades ago while getting my MBA at Harvard, and it’s only grown more intense since then.


Indeed, it seems that much, if not most, of what business school faculty, management consultants, Silicon Valley tech titans (or titan wannabes), and others have written about philanthropy in the past few decades takes the view that charitable giving and the nonprofit sector more broadly are broken and in need of an injection of “business thinking.” People invoke that term as a synonym for “well-managed” or “effective.” I worked as a strategy consultant in the business world, and I can tell you this: It’s not. Moreover, this claim does a disservice to the incredible array of highly effective nonprofits and nonprofit leaders in the United States.


“We must reject the idea—well intentioned but dead wrong—that the primary path to greatness in the social sectors is to become ‘more like a business,’” argues Jim Collins, one of the few prominent business thinkers who seems to understand philanthropy and nonprofits. “Most businesses—like most of anything else in life—fall somewhere between mediocre and good.… So then, why would we want to import the practices of mediocrity into the social sectors?”2


I agree with Collins, and I’m concerned that the constant critiques of nonprofits as “lesser than” are beginning to alter the public’s and lawmakers’ views, contributing to damaging policy changes such as the effective curtailment of the charitable deduction in the tax reform bill that took effect in 2018. (It’s likely to significantly reduce the number of filers itemizing and therefore benefitting from the deduction.) I’m also concerned that the counsel to operate like a business is confusing and runs counter to achieving impact. Most nonprofits and nonprofit leaders I know are rigorous, data-driven, and fully aware of how different their work is than that of business—requiring different approaches to goal selection, strategy development, implementation, and performance assessment.


The most effective givers understand this difference, too. These philanthropists know that, while their business acumen (or that of their forebears) may have created their wealth, giving effectively requires a different set of skills. It necessitates a different level of collaboration and relationship-building, deep humility, and a recognition of how difficult it is to chart cause and effect. In each of these ways, and many others, it’s different than what it takes to be effective in business. It is its own unique challenge, requiring its own unique discipline. That’s what technology entrepreneur and investor Mario Morino found out after the business he helped build was acquired in 1995. Morino, a self-made multimillionaire who grew up in a working-class family in Cleveland, is now in his seventies, with two decades of giving behind him and many lessons learned.


“I probably did as much background research as anyone, and I’d argue I didn’t do enough,” he told me. “I was really arrogant.” Morino said he was too quick to assume that what worked in his business experience would translate to his giving. Over the years, he has become one of the most thoughtful givers I know, and his influence has been significant. But, as he’d be the first to tell you, it hasn’t been easy.


Givers are often seeking to address the most entrenched problems—the very ones that have defied market or government solutions. That intractability means success won’t come quickly. While many givers are anxious about whether they’re achieving results, as Morino and those who seek out CEP for counsel often are, others have the opposite problem. They think they’ve accomplished a great deal when they haven’t. “Everyone’s puking on the sidewalk while this guy is taking a bow,” Morino explained in his characteristically blunt way.3


Morino would agree that we need to be on the lookout for innovative and creative approaches that will work better than the old ones. But he’d also say that he’s learned that there are few easy answers and no quick fixes.


Giving Has Been a Powerful Force for Good


We tend to focus on the challenges and problems we see. After all, there are many today, including disturbing threats to our democratic institutions, growing inequality, and a rising tide of racism. But it’s also important to remember the progress we’ve made. As New York Times columnist Nicholas Kristof put it, 2017 was “probably the very best year in the long history of humanity.” On metrics from the number of people in poverty, to illiteracy, to childhood mortality, to disfigurement from disease, to blindness, there has been enormous progress.4 Givers have contributed to this progress and much else: supporting the research that led to commercial aviation and the Internet, combatting environmental degradation and cleaning up rivers and lakes, ensuring that poor children have somewhere safe to go after school or helping them progress academically, curing disease, and caring for the sick and dying.


Giving has made a huge difference in all of our lives. Look at the work of foundations and nonprofits to combat tuberculosis in the United States one hundred years ago.5 Or the work of the Robert Wood Johnson Foundation and many others to reduce the rates of smoking in the United States between 1990 and 2010.6 Or, more recently, the work of the Civil Marriage Collaborative, a consortium of givers that pooled their resources and strategically aligned their grantmaking over eleven years and to the tune of $153 million. They achieved results beyond what anyone would have predicted when the US Supreme Court ruled that the right to marry is constitutionally guaranteed to same-sex couples in 2015.7


Despite the real challenges around us—such as poverty, the threat of terrorism, or the treatment of military veterans—we cannot deny the progress that has been made on many fronts.


Giving—your giving—can make a difference.


I’ll aim to equip you with the facts and insights that will allow you to do just that. This book will describe and refute the most common and damaging myths. It will help you learn from what has worked and build on that success. It will help you understand that you’re not alone in the realization that it’s hard to do good well—much harder, in fact, than building wealth, as Andrew Carnegie famously observed.8


Effective Giving Essentials


In the pages that follow, I’ll lay out what we know about what it takes to be an effective giver. In Chapter 1, I’ll offer a high-altitude look at the US nonprofit sector in all its vastness and diversity, arguing that it plays a distinctive and important role in our society—one that touches all our lives for the better. Then, in Chapter 2, I’ll discuss the giving landscape and the myriad ways to give in pursuit of impact.


In Chapters 3 through 6, I’ll turn to the particulars of what it takes to be effective, which I believe are universally applicable to individual and institutional givers who are dedicated to doing their giving well. It’s about thoughtful goal selection, the identification of smart strategies, great relationships with those you support, and assessment of progress. In Chapter 7, I’ll discuss additional tools that you might employ to pursue your goals. Finally, in the Conclusion, I’ll bring you back to why it all matters.


In addressing each of these areas, I’ll draw on the extensive research CEP has conducted since I was hired as its first staff member in 2001. I’ll also draw on what my colleagues and I have seen up close from our work with hundreds of foundation clients, including most of the world’s largest foundations, as well as the individual donors and families affiliated with those institutions. Whenever possible, I’ll tell you the stories—of givers, nonprofits, and those who benefit from their work—that bring effective philanthropy to life. I’ll sort through the hype about “new” approaches, weeding out the fads from the promising innovations and refuting the most destructive myths. I use examples from both individual givers and institutional ones because I think, regardless of whether you’re giving your own money or you work at a foundation as a program officer, the principles of effective giving apply. I think givers can learn from a broad range of examples. There are lessons for all of us in the giving of John D. Rockefeller and Bill Gates, just as there are lessons for tech titans in the giving of those with more-limited resources.


In the final pages of the book, I’ll introduce you to two people whose lives have been transformed by giving and who have been inspired by the experience to give back themselves. That’s the nature of giving done right: It sparks a virtuous cycle. Like the famous concept of the butterfly effect, which argues that a single butterfly can change weather patterns, effective giving ripples inward and outward, with far-reaching positive consequences for givers and recipients. So, too, can ineffective giving reap far-reaching negative effects, resulting in tornadoes that inflict damage that was never intended.


Developing the Skills for Impact


There are some crucial insights and lessons to be learned by those who want to make a positive difference with their giving: the everyday check writers; the holders of donor-advised funds; the individual donors and families establishing or considering establishing foundations; those who advise donors establishing foundations; family offices of the wealthy and those who staff them; and the staff and boards of foundations and other grantmaking institutions. Whatever your motivation for giving—whether it comes from your religious beliefs, your concern about injustices, values passed along by your parents or family, or your personal experience with a problem or a disease—I hope this book helps you do your giving more effectively. I hope this book is also of interest to those curious about the role of giving in American society, including the growing number of students and academics studying the nonprofit sector and all those who raise money from, and interact with, individual and institutional givers.


I have drawn on a variety of sources to inform the perspectives I share in the pages that follow: CEP’s extensive research, almost all of which has been led by my colleague Ellie Buteau, PhD, CEP’s vice president for research; our experience working with hundreds of foundation and major donor clients, which my colleague Kevin Bolduc, CEP’s vice president for assessment and advisory services, has overseen; insights of members of CEP’s extraordinary board of directors as well as our more than forty staff members in our Cambridge, Massachusetts, and San Francisco offices; writing and analysis of others whose work I respect; and personal observation based on my interactions with thousands of givers as well as many nonprofit leaders.


I should note that many of the givers I discuss, especially the institutional ones, are clients of CEP, and many also provide some grant support to the organization. Some of the stories I tell focus on people with whom I’ve worked closely, including current and former members of our board of directors. I seek always to bring sober eyes to my discussions of their work. When describing donors and foundations, I relate only publicly available data or information from direct interviews with those involved. In several instances, I describe client engagements or conversations using pseudonyms instead of real names, and I’ve taken pains to ensure those examples aren’t identifiable.


I focus primarily on the US context simply because it’s what I know best. I don’t claim to have all the answers, but I believe there are certain practices, principles, and approaches that will help you achieve greater success in your giving. In many—maybe even most—cases, the tenets of giving effectiveness run directly counter to conventional wisdom and to what you may have heard or read.


I believe givers can play a role in our society that other actors can’t or won’t, and that when they do it well the impact is profound. I’m inspired by many of those with whom I’ve had the privilege of working and from whom I have learned much. I hope, over the pages that follow, to inspire you to do the hard work required to be effective.


The fundamentals of effectiveness in giving are timeless and difficult to master. Just as there’s no shortcut for the aspiring young soccer player through the painstaking process of developing her foot skills—juggling the ball for hours on end—so, too, the effective giver must learn and practice to become good. The effective giver must develop the skills and techniques that separate the philanthropic stars from the also-rans.


And just as skills for soccer differ from those required for success in basketball, what’s needed to be effective in your giving is different from what’s needed in business. It’s not easy. It takes a lot of work, deep thought, humility, and a willingness to grapple with difficult-to-answer questions. But it pays off in greater progress toward your giving goals, whatever they may be.


It’s worth the effort.
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NONPROFITS AND THEIR UNSUNG AMERICAN HEROES


TIFFANY COOPER GUEYE grew up in the 1980s in the predominantly poor, African American Boston neighborhood of Dorchester, raised by her grandmother, who received food stamps. Gueye attended public school in an almost exclusively white, affluent suburb through a busing program intended to desegregate Boston-area schools. It was in that elementary school that she learned firsthand of the dramatic differences in opportunity determined by the neighborhood in which you happen to grow up.


The affluent Boston suburb was also where Gueye experienced racism. She recalls the third grade when, for weeks and weeks, she had tried and failed to play on the tire swing in the schoolyard. Every day, she was too late—her classmates beat her in a race to get to the swing first. By the time it was her turn, recess was over.


One day, Gueye finally was the first to reach the swing. But a classmate grabbed the swing from the other side and tried to stop her from using it. Gueye explained to the girl that she was there first so it was her turn.


The girl stared at Gueye and said, “Well, at least I’m not black.”


At that moment, it sank in that she was one of only a few African Americans bused to an overwhelmingly white school that was swimming in resources—in sharp contrast to the school near her grandmother’s Dorchester apartment. Her white classmates walked to school through their leafy neighborhoods, on streets lined with massive houses, or took a short bus ride. Gueye’s day began before 6:00 a.m. and included hours on the bus. This incident became the defining one in Gueye’s decision to spend her career working to close the gap between minority kids from low-income families and their better-off peers.


Motivated by this experience, Gueye went to Boston College, where she majored in psychology. Following her third-grade dream, she began working at a national nonprofit called BELL, which stands for Building Educated Leaders for Life. Gueye earned a PhD in educational research, evaluation, and measurement, also from Boston College, while working full-time at BELL. She was named CEO when she was just twenty-nine.


BELL helps inner-city kids succeed academically by countering “summer learning loss” via rigorous summer programs. (Summer learning loss—or academic backsliding during the summer vacation—occurs for all students but is much more pronounced among those in lower socioeconomic strata.) With funding from foundations, BELL has gone through the most rigorous possible evaluations—randomized control trials (RCTs) that compare the results for the kids in their programs with those for identical populations that didn’t go through their programs. Think of clinical trials for drugs applied to social programs—one population gets the program, one doesn’t, and the results are compared.


The RCTs, conducted by third parties, showed BELL’s programs to be effective. They found statistically meaningful differences in academic performance between those who participated and those who didn’t. BELL now has a budget of $20 million and is widely considered a model program. It reaches more than 16,000 students annually and is working with the YMCA to scale up dramatically to reach tens of thousands, maybe eventually hundreds of thousands, more young people.


Gueye, now in her late thirties, served for nine years as CEO until she stepped down in the summer of 2017. That spring, Boston College awarded her an honorary degree in recognition of her extraordinary leadership.1



“You Can Read a Balance Sheet?!”


Despite her achievements, you’ve probably never heard of Gueye until now, and if you’re like many, you may not recognize just how talented nonprofit leaders often are. Look at the way people write about nonprofits: “The nonprofit model is broken,” Ryan Seashore, founder and CEO of CodeNow, declared on TechCrunch.com. “Unless you’re part of a unicorn nonprofit… then your organization likely has too much overhead, too much bureaucracy, and a lack of focus on impact. Everything feels slow,” he continued, and “not enough like a for-profit startup.”2 This is a widely held view in the technology startup world. Reddit cofounder Alexis Ohanian uses almost identical language to Seashore’s, writing in Wired: “Let’s be real: The nonprofit model is broken. The twentieth-century way of guilting people into giving to an opaque, inefficient organization with massive overhead is no longer a viable model.”3


Despite their impressive accomplishments, Gueye and other nonprofit leaders don’t get the respect they deserve. They’re idealists, they’re passionate, and they’re hard working. The best of them are, like Gueye, also amazing managers and leaders, brilliant strategists, and both finance- and data-savvy. They need to possess all the skills of a business CEO and many, many more. That may not be the stereotype about nonprofit leaders—but it’s the truth.


Gueye told me how an MBA student in a class where she was a guest speaker was surprised when he learned about all that Gueye needed to do in her role, including ensuring quality programs, raising money, overseeing rigorous evaluations, and managing the financial and operational sides of the organization.


“It’s amazing,” the student said, astonishment in his voice. “You really understand finances, too, and how to talk about your income statement and balance sheet.”


“Why would you expect anything else?” Gueye said. “I run a $20 million organization.”4


The student had assumed that because she ran a nonprofit, she was “soft,” not a numbers person. Maybe a visionary and a “do-gooder,” but not a strong manager. His tone was patronizing.


But Gueye’s role required her to do everything a CEO of a business does, including understanding the financials, and a lot more. It’s in many ways a harder job than the jobs of her for-profit counterparts, not an easier one. Nonprofit leaders are a little like Ginger Rogers, who—as a cartoon famously described her—did everything Fred Astaire did, but backwards and in high heels.


Understanding the unique role of the nonprofit sector as well as the distinct challenges nonprofit leaders face is essential to being an effective giver. Too many givers fail to take the time to really gain this understanding. This chapter provides an overview of the lay of the land—an orientation to the terrain you’ll need to understand and navigate to be effective.


No Respect


Misconceptions about nonprofits are common, and not just among MBA students. I know many givers who have a dim view of nonprofit leaders. But, to be effective, you need to reject the stereotypes and understand the unique challenges of running a nonprofit and what nonprofits most need from their funders. After all, you are dependent on the nonprofits you fund to deliver results.


The nonprofit sector, in all its vastness and diversity, is the “people’s sector.” It is a distinct part of the American fabric, with its history in the religious freedom the early European settlers sought.


Alexis de Tocqueville famously remarked on Americans’ tendency to come together in pursuit of various causes in the 1830s:




Americans of all ages, all stations of life, and all types of disposition are forever forming associations. Americans combine to give fêtes, found seminaries, build churches, distribute books, and send missionaries to the antipodes. Hospitals, prisons, and schools take shape in that way. Finally, if they want to proclaim a truth or propagate some feeling by the encouragement of a great example, they form an association.5





One hundred and fifty years later, John Gardner—founder of Common Cause and secretary of Health, Education, and Welfare under President Lyndon Johnson—described the sector as one




in which we are committed to alleviate misery and redress grievances, to give rein to the mind’s curiosity and the soul’s longing, to seek beauty and defend truth where we must, to honor the worthy and smite the rascals with everyone free to define worthiness and rascality, to find cures and to console the incurable, to deal with the ancient impulse to hate and fear the tribe in the next valley, to prepare for tomorrow’s crisis and preserve yesterday’s wisdom, and to pursue the questions others won’t pursue because they are too busy or too lazy or too fearful or too jaded.6





The nonprofit sector plays a distinct role, as Gardner so beautifully described. And individual nonprofits play many different roles: advocate, provider of aid to those in need, watchdog, educator, association.


The sector’s role is distinct from government and business. Indeed, nonprofits are often a counterweight to both. As Rockefeller Brothers Fund president Stephen Heintz often says, the sector plays a kind of “checks and balances role” relative to business and government. Its existence contributes to a dynamic tension that is in some ways analogous to the three branches of the US government. By playing this role, former Connecticut College president Claire Gaudiani argued that philanthropy has “saved capitalism over many decades, like a smart, kind friend watches out for a somewhat intemperate but gifted colleague, advising him throughout his life on the need for self-restraint and better judgment.”


Gaudiani offered up numerous examples, such as the campaigns by the nonprofit Environmental Defense Fund and others to ban DDT, convince McDonald’s to stop using Styrofoam containers, and help phase out the use of lead in gasoline.7


“A Wonder of the World”


There is a tremendous diversity of nonprofit missions and approaches. Contrary to a widespread misconception, nonprofits aren’t just about helping people out of poverty—although that, too, is a role many nonprofits play. As Duke University’s Joel Fleishman has noted, “poverty is a problem that, ultimately, only government itself can completely remedy.”8 So aside from poverty alleviation, there are nonprofit research institutes, nonprofit associations, nonprofit museums, and nonprofit policy think tanks. Fleishman, who himself worked for years as a leader at a multibillion-dollar foundation, the Atlantic Philanthropies, wrote that the American civic sector “is a wonder of the world and an unprecedented social phenomenon—not unlike America itself, which, with all its shortcomings, is arguably the most dynamic, inclusive, and democratic society the world has ever seen.”9 The fact that this stirring description of our country feels perhaps less apt today than when Fleishman penned it a little over a decade ago only underscores the importance of this ideal, and of the role of nonprofits and philanthropy in helping America to be its best.


Nonprofits are also a much bigger part of our economy than most people realize. The nonprofit sector makes up almost one-tenth of US gross domestic product (GDP) in terms of total revenue. Employees of nonprofits make up more than one-tenth of the labor force. Millions volunteer.10 And when it comes to writing checks, the people’s sector engages most Americans. The majority of Americans are givers and, while there are some signs the proportion of households giving may have declined between 2000 and 2014 (even as total dollars raised reached record highs), philanthropy remains a great American tradition.11 As Patrick Rooney of Indiana University’s Lilly Family School of Philanthropy often notes, more Americans give to charity than vote in presidential elections.12


Historian Olivier Zunz described the nonprofit world as an expression of our democracy that has engaged wealthy donors, like Andrew Carnegie and Bill Gates, and ordinary citizens, like those who bought Christmas seals to fight tuberculosis or wear pink ribbons to support the battle against breast cancer. Zunz argued that giving is “a quintessential part of being American and another means of achieving major objectives.”13


A powerful contemporary articulation of the role of nonprofits comes from Vu Le, executive director of Seattle-based nonprofit Rainier Valley Corps, which “promotes social justice by cultivating leaders of color, strengthening organizations led by communities of color, and fostering collaboration between diverse communities.” On his blog, Nonprofit AF, Le wrote that nonprofits and philanthropy are responsible for many things we take for granted in everyday life. “If you feel safe walking down the street, it’s probably because there are nonprofits working on neighborhood safety,” he wrote. “If you appreciate all the free art and music around you, it is probably because there are nonprofits supporting kickass artists and musicians.” He goes on to point out many results of nonprofits’ work that are enjoyed every day, such as parks and clean air, organic food, cures for illnesses, the freedom to use a public bathroom or drink at a water fountain—the list goes on and on.14


Interestingly, many in the general public seem to understand this fact. The nonprofit sector has historically been the most trusted in the United States, with citizens placing more faith in it than in either business or government, according to respected measures like the Edelman Trust Barometer. Now, trust in all our institutions is declining rapidly—and that includes trust in nonprofits, which appears to have declined significantly in 2018.15 Whether that’s a temporary blip—perhaps related to the swirl of controversy and scandal surrounding the foundations affiliated with the 2016 presidential candidates—or a permanent decline remains to be seen. My hope is that trust rebounds, and more and more people come to see that, the inevitable bad actors notwithstanding, the nonprofit sector deserves the public’s trust.


As a giver, it’s important to understand the sector’s power and breadth—as well as some essential truths about it. So, let’s dip to a lower altitude now and look more closely at the crucial features of the landscape.


From Harvard to the Homeless Shelter


Ask people about the nonprofit sector and many conjure up images of soup kitchens or the Red Cross providing supplies after hurricanes. But the sector is more vast and diverse than that. Harvard University, with an endowment of just under $40 billion, is a nonprofit.16 So is the homeless shelter with a few hundred thousand dollars in revenue. So, in all likelihood, is your town’s youth soccer association. Many nonprofits charge fees, of course—indeed, fees make up a larger proportion of total nonprofit revenue than charitable contributions—but they also rely on donations to cover their costs. (More on that in a moment.)


Just as the corner dry cleaner has little in common with Google beyond both being for-profit enterprises, nonprofits are a widely diverse set of organizations. Nonprofits in the United States have in common a tax-exempt status. This status requires 501(c)(3) organizations, which are the vast majority of nonprofits, to focus on providing public benefit and to avoid direct political activity. They also are required to reinvest their surpluses rather than paying them out to shareholders or owners. These organizations vary from those working to help people in need, to those working to protect wildlife and the environment, to those seeking to address the underlying causes of problems such as climate change or poverty.


This diversity matters because it means that most general statements about nonprofits are, almost by definition, wrong. So, I recommend that you seek to understand the particular characteristic of the nonprofits working on the issues you care about rather than falling victim to sweeping generalizations or stereotypes about the sector.


Small and Mighty


Though the nonprofit sector is huge, most of the organizations that constitute it are small. Three-quarters of nonprofits have annual budgets of less than $500,000.17 Even the foundation-funded nonprofits that CEP surveys regularly—tens of thousands in the past fifteen years—tend to be small. The median budget is just $1.4 million.


The large number of small nonprofits is often lamented, taken as a sign of inefficiency and waste. Sometimes that’s true. Sometimes a nonprofit should expand to serve more people. You might look, as has the New York–based Edna McConnell Clark Foundation, which has $1 billion in assets, to help highly effective nonprofits like BELL “scale” to expand their programs across the country or around the world.


But bigger isn’t always better. You might also look to strengthen small, local organizations and encourage learning about what works among the nonprofits you fund (your “grantees”)—because sometimes that’s the best way to reach your goals. That’s what founder, president, and sole funder Rose Letwin and the ten staff members at Seattle-based environmental funder Wilburforce Foundation do.


Wilburforce has $100 million in assets, supplemented with generous annual contributions from Letwin, and makes $15 million in grants each year. To meet its goal of protecting natural habitats, it must work with local, often small, organizations. These nonprofits receive grants from Wilburforce because they’re best situated to make a difference on the issues the foundation seeks to address. “We need place-based organizations that understand the local context and have the relationships,” said Executive Director Paul Beaudet. For Wilburforce, then, “scale” is more about an approach than the growth of the specific organizations it supports. “We are not looking for the splashy big bet,” he explained.18


To protect forests in Alaska, for example, Wilburforce makes grants to the Sitka Conservation Society, which had a budget of only $150,000 when the funding relationship started. Why? Because that local organization and its local staff, who know the area and the community, are best positioned to do certain aspects of the work, including mobilizing local citizens, that need to be done to safeguard that environment. Wilburforce helps connect local organizations facing similar challenges, so that they can learn from each other, and it offers other assistance to help those organizations become more effective. But it isn’t looking for those organizations to grow dramatically.


So, it’s important to remember that bigger isn’t always better. Depending on your goals, strategies, and particular context, you may want to support small nonprofits, large ones, or a mix. It all depends.


Whatever your strategy, you should keep in mind the budget and staff size of the organizations you fund when you set your expectations in areas such as reporting and data collection. Sitka Conservation Society, with its small staff, doesn’t have the same capacity for interaction with its donors and funders as larger environmental organizations. But that doesn’t mean it’s not the best organization to focus on its specific mission.


Not Just Donations


How do nonprofits cover their costs? Many people are surprised to learn that the biggest source of revenue isn’t charitable contributions. The majority of nonprofits’ revenues comes from fees paid for services or goods that they provide.19 People often discuss earned revenue for nonprofits as though it’s a new concept, especially those who don’t understand the sector well. But earned revenue is as old as the nonprofit form—think of Goodwill or Girl Scouts (and their cookies) or the nonprofit museum that gets a mix of admission revenue and philanthropic support.


In recent decades, earned (or fee-for-service) revenue has comprised about 70 percent of total nonprofit revenue. That proportion has remained relatively flat.20 Much of this earned revenue comes in the form of payments from government, which is contracting with nonprofits to provide crucial services to citizens. These services include hospitals and human services organizations helping vulnerable citizens from military veterans to foster children. But much also comes from fees. Think of tuition, for example, or dues to a membership association.


Yet even though fee-for-service is the majority of their revenue, US nonprofits raise a tremendous amount of money from charitable contributions—more than $400 billion in 2017, a record.21 And, of course, there are many individual nonprofits that are entirely supported by charitable contributions. The level of giving in this country, consistently about 2 percent of GDP, is an incredible achievement and the envy of the world. The United States is ranked among the most charitable nations in the world.22


What is the right revenue mix for nonprofits? Again, there is no one correct answer. It depends. Nonprofits shouldn’t chase earned revenues—they should pursue earned revenue when doing so is consistent with the achievement of their mission. Are there earned revenue opportunities that are aligned with the aims a nonprofit seeks to achieve? If so, as in the case of Girl Scouts teaching young girls about entrepreneurship while also raising money for programs through cookie sales, for example, then nonprofits should go for it. If, on the other hand, pursuing earned revenue would distract from their mission, then nonprofits should pursue only philanthropic support.


People frequently discuss the “sustainability” of nonprofits. Often, the assumption is that earned revenue is more sustainable than contributed revenue. But that’s not necessarily the case. A loyal base of individual and institutional donors may be as or more dependable than an earned revenue stream. So, you shouldn’t assume that the absence of an earned revenue stream is a problem. The right revenue mix will vary depending on a nonprofit’s goals and context. Givers should understand how an organization is funded, what the mix of revenue streams is, and why that funding strategy makes sense for that organization. If earned revenue makes up a significant proportion of an organization’s overall revenue and is being generated in a way that’s consistent with mission, that’s great—and then its growth becomes a key metric to monitor to understand how the organization is doing.


From Dependency to Dependability


A related myth is that it’s bad for nonprofits to be “dependent” on giving. Why?


It’s time to reframe how we think about dependency. Let’s focus on the positive connotations of being dependable, as in, “She’s a dependable friend.” Because many nonprofits—even when they have a healthy earned revenue stream—still require philanthropic support. And as long as they’re delivering results, that shouldn’t be a problem. Nonprofits that deliver results should be able to count on dependable philanthropic support year after year after year. Results are the best yardstick.


After all, what’s the alternative to a mix of philanthropic and government support for, say, Horizons for Homeless Children, which provides high-quality preschool for homeless kids in Massachusetts? Ask the four-year-olds to start a moneymaking “social enterprise” and cover their own costs?


Horizons for Homeless Children needs ongoing private giving. Even my then-eleven-year-old daughter, Ava, saw that when we visited one of its preschools. She understood that, unlike in her family, these children didn’t have anyone to write a check for tuition. “This place feels exactly like the preschool I went to,” Ava said as we left.


That’s the point! And philanthropy—people giving money to help kids because their parents can’t pay and because they deserve a fair chance in life that education can help provide—is what allows the kids to attend. And while government programs help with some of the cost, they don’t cover all of it.


Yet so-called dependency remains a fear in philanthropy. Grant proposal forms from foundations frequently ask nonprofits to explain how they will be sustainable beyond the support they receive from their donors. Foundation CEOs and trustees, as well as individual givers, frequently ask me how they can avoid nonprofits becoming dependent on them and what the exit strategy is.


Short of the problem being permanently solved or the government stepping in, there often is no exit strategy. Until homelessness is ended and there are no homeless kids, or the government decides to provide universal pre-K education, there will be a need for Horizons for Homeless Children to do its work. Givers shouldn’t expect Horizons to find some new revenue source beyond the support it receives from the government and individual and foundation donors.


Furthermore, I don’t see a lot of evidence that there’s a real risk of dependence by nonprofits on a single funder. My answer to the question of how to avoid dependency is this: “Don’t try.” The reality is very few nonprofits can count many—or any—funders that have been consistently supportive over decades. Funders come and go, and revenue streams change and evolve. There is no dependency problem in the nonprofit sector. If we care about results, what we need is more consistent giving to high-performing organizations, not less.


After all, if you’re clear on your goals as a giver, and if you have confidence that a nonprofit you support is delivering results that relate to the achievement of your goals, what’s the problem? Givers shouldn’t hesitate to support high-performing organizations that are working on important issues for the long haul.


Donors’ Overhead Obsession


I’m sure you’ve heard the question before: “But how much of the donation will really go to the cause and how much will go to overhead?” Maybe you’ve asked it yourself.


It’s a question that comes from a good place—no one wants their money wasted. But it’s the wrong question. It’s like judging a baseball team by their uniforms rather than their wins and losses. What matters are results. To achieve results, nonprofits need flexible support that allows them to make investments in getting better—in technology, performance management systems, or professional development, for example. They should make these investments regardless of whether those budget items are considered to be for “overhead” on the one hand or for the “program” or “cause” on the other.


With a few exceptions, it all goes to support the cause.


A soup kitchen pays for rent, staff salaries, the computers and technology to track its inventory, and whatever food it serves that isn’t directly donated. Many givers would consider only the latter to be program and the rest overhead. But does it make sense for a giver to say they only want their dollars to support the food, when all these other expenses are also necessary for the soup kitchen to feed the hungry?


For too long, funders and watchdog charity-rating organizations have emphasized overhead ratios and sought to judge nonprofits on the basis of the proportion of dollars being spent on program. For decades, nonprofit leaders have protested this focus on how a budget is allocated over what really matters—results achieved—and then played along by emphasizing their low overhead to donors. Nonprofits are generally afraid not to play the game.


The problem is compounded by the fact that definitions are fuzzy, and one organization’s overhead is another’s program spending. The way they allocate their budget shouldn’t matter if they can demonstrate results. What should matter, as UK philanthropy consultant Caroline Fiennes and others have pointed out, is the effectiveness and impact of nonprofits.23


To be sure, there are exceptions. Givers have a legitimate interest in understanding what proportion of their dollars ends up in the hands of for-profit fundraising professionals, for example. A widely discussed 2013 investigative report by the Tampa Bay Times and the Center for Investigative Reporting identified “America’s Worst Charities” on the basis of the proportion of funds raised that were paid to for-profit solicitors. Topping the list was the Kids Wish Network, which raised nearly $128 million over a decade—$110 million of which went straight to the solicitors they hired to raise money. Some of these organizations seem to exist as little more than shells for for-profit fundraisers.24


“More Damage Than Good”


In general, however, overhead is a “poor measure of a charity’s performance,” as GuideStar CEO Jacob Harold, former Charity Navigator president and CEO Ken Berger, and BBB Wise Giving Alliance president and CEO Art Taylor wrote in a 2013 open letter to donors. The letter was remarkable because Berger and Taylor ran organizations that historically had relied on overhead ratios to evaluate nonprofits. They reconsidered and asked givers to consider not just overhead, but “transparency, governance, leadership, and results.” I agree that these are helpful broad categories, and we’ll get to more specifics of how givers can screen nonprofits in Chapter 6. Yes, budget allocation is relevant; for example, in the case of the kinds of abuses I mentioned above. However, as these three leaders of organizations that seek to evaluate nonprofits wrote, “Focusing on overhead without considering other critical dimensions of a charity’s financial and organizational performance does more damage than good.”25


Their effort has started to shift the discussion on this topic. Many foundations, including the Ford Foundation, Bill & Melinda Gates Foundation, and others, have revised or are beginning to reexamine their restrictions on overhead. More important, several major foundations—including Ford, again, as well as Citi Foundation and the Chicago Community Trust—have announced their intention to provide more unrestricted support to organizations whose goals overlap with their own. They’re supporting organizations with flexible grants that the organizations may use however they deem fit to execute against their missions! They join others that have for years provided unrestricted support to a significant proportion of the nonprofits they fund. They get how important this is.


Many individual givers, like Paul Shoemaker, who made his money as an executive at Microsoft, get it, too. Shoemaker was founding president of Social Venture Partners—a network of giving circles across the globe with its headquarters in Seattle. He put it this way: “If we want to make sure that funds go toward an intended social outcome, we must make an agreement on the mutual outcome and let grantees decide how to best spend the funds (the means) to achieve that goal (the end).… If you’re worried that grantees might misspend funds, and if you can’t trust them, don’t make the grant in the first place.”26


While there are signs of change, with more individual givers and foundations recognizing the importance of flexible funding, unrestricted support from the big foundations remains pretty flat, at about 20 percent of grant dollars and between 20 and 25 percent of grants made.27 And too many individual givers still obsess about overhead. To be effective, nonprofits need flexible support.


One reason is to pay competitive salaries. No one enters the nonprofit sector to get filthy rich, nor should they, but neither should they need to take a vow of poverty. It’s a competitive job market like anywhere else. For nonprofits to attract and retain the talent they need to achieve the results they seek, they must be able to pay at a level that realistically accounts for the competing opportunities talented people have.


At CEP, for example, we hire top students from colleges across the country to work as data analysts in our Cambridge, Massachusetts, and San Francisco offices. Total compensation in the first year is about $70,000 to $80,000. This is less than the six figures a candidate would make at, say, McKinsey or Facebook in a similar role—because our budget is limited and because we know people value our mission, culture, and the chance to work at a small organization with a lot of opportunity for advancement—but it’s enough for us to attract the right candidates. Sadly, it’s also significantly more than many nonprofit executive directors are paid.


Where the Action Is


In recent years, there’s been considerable discussion of for-profit companies and hybrid “social purpose” for-profits (also referred to as low-profit liability companies [L3Cs] or B corps) displacing nonprofits. These include companies like outdoor clothing and gear outfitter Patagonia and online prescription glasses retailer Warby Parker, whose investors are willing to accept a lower financial return because they’re also looking for a social one. There also has been much related discussion about the “blurring boundaries” between the business and nonprofit sectors.


Antoine Didienne, the founder of Vavavida, a fair trade and ecofriendly accessories company, wrote that “the social enterprise movement has passed beyond being a trend and is a mainstay of business, which is good news for the world. It is the new normal and is only getting bigger.” He pronounced it “the future of commerce.”28 Another proponent of for-profit hybrid enterprises, Heerad Sabeti, declared in Harvard Business Review that “we are in a new era” in which what he dubs the “fourth sector” will increasingly be where the action is.29 Many proponents of L3Cs and B corps suggest that nonprofits are, essentially, yesterday’s news.


The data tell a different story.


There are roughly 1,600 L3Cs in the United States and 2,600 B corps worldwide.30 Relative to the more than one million nonprofits in the United States alone, their numbers are insignificant. With revenues that exceed $1.7 trillion (US GDP is about $18 trillion), the nonprofit sector is large—and very much where the real action remains for addressing many of our most vexing challenges.31


Indeed, there are few significant operating hybrid models or for-profit “social enterprises” that can credibly claim that they’re doing meaningful work to achieve important social goals. Perhaps that’s because there are only a limited number of areas in which it’s possible to achieve crucial goals related to addressing tough social problems while simultaneously generating a profit. There may be a happy alignment of profit and positive social impact for a solar energy company, for example, but it’s tough to imagine how profits and social impact align when we’re seeking to address homelessness or help foster youth achieve better outcomes. Nonprofits frequently address the very challenges that can’t be addressed while pursuing profits.


Look, I’m happy that companies like the ones I mentioned earlier exist, and I’m always pleased to buy their products. But they remain the exception. Moreover, there’s much they simply cannot affect related to their social impact goals. I’d urge givers to approach companies that claim to be making a significant positive impact with a healthy skepticism, and not to confuse buying a nice new Patagonia jacket with philanthropy.


The bottom line is that giving to nonprofits will continue to be the most important and effective tool—despite other worthy ones—in the toolkit of the effective philanthropist. The biggest variable in determining your impact as a giver is how you approach giving away your money—whether you’re writing checks from your checkbook or making grants through a donor-advised fund or a foundation, whether you’re the donor or a staff member of a foundation. To be sure, there are other useful tools—from influencing policy to impact investing—and we will discuss them. But giving money wisely to the right nonprofit organizations to address your chosen giving goals is central.


Tricky to Measure


The most crucial distinction between the sectors is the challenge of measuring performance. For the for-profit sector, the ultimate performance measures are universal and relatively easy to gauge—stock price or profit, for example. For the nonprofit, the financial statements are important, but they don’t tell you about its effectiveness in reaching its goals.


There is simply no universal performance measure for nonprofits—no way to directly compare, say, the results of an environmental advocacy organization to those of a mentoring program. This is why there will never be an analog to a stock exchange, in which nonprofits are compared across universal measures, and “investors” can decide which ones to support. The idea has been endlessly discussed and never fulfilled because it makes no sense.


It’s not just that there will never be a universal metric. It’s also that our values come into play when comparing nonprofits. If you care more about climate change and I care more about mentoring at-risk youth, we will evaluate outcomes achieved in these areas very differently.


The complexity of assessing nonprofit performance doesn’t make performance assessment any less important; quite the opposite. It’s crucial that nonprofits decide on the key measures that they will monitor to gauge progress against their goals. A good performance management system informs course corrections and allows for continuous improvement. For an organization like BELL, a randomized control trial—the most extensive, expensive, and rigorous measurement approach—was crucial to demonstrating the efficacy of its programs. (BELL also tracks a series of more-timely indicators of its performance on a regular basis.) For other organizations, different approaches will make sense.


Unfortunately, it’s too easy for nonprofits to be deemed “high impact” or “high performance” when they’re not. Some of the same organizations that have been most celebrated and supported because of their performance have actually produced mixed results. These organizations include big-name, respected nonprofits like Teach for America (TFA).


TFA, a teacher training and placement program headquartered in New York, may be impressive on any number of dimensions and was for many years a media darling—the subject of numerous fawning articles. But it’s tough to argue based on the available evidence that it has significantly influenced educational outcomes in a way that comes close to the early hype. Yet it has been for many years among the most significant recipients of foundation support among all education-focused nonprofits.32


TFA was famously founded by Wendy Kopp, who proposed the idea of a teacher corps in her 1989 Princeton University senior thesis. The idea was to recruit the best students from the best colleges and universities and place them in struggling schools for a two-year commitment, and the theory was this would lead to better results. “The group has, on the one hand, attracted a generation of smart individuals who might not otherwise have considered going into teaching,” observed Education Week. “But it has also been accused of ‘deprofessionalizing’ teaching, by bypassing established channels for preparing teachers and tolerating generally high rates of turnover by virtue of its two-year-commitment standard.”33 While TFA has passionate advocates and detractors, it’s difficult to understand what justifies the level of philanthropic giving it has received in light of its results over the past three decades.


Meanwhile, many nonprofits with great results labor in virtual anonymity and struggle to raise money. As a giver, you need to know how to sort through and figure out which is which.


Most nonprofit leaders that CEP has surveyed—those that receive some foundation support—care deeply about performance assessment and work hard to get it right. Our research is clear on that point.34 Too often, however, nonprofits don’t get the support they need from givers to do this important work. In our surveys, we see that two-thirds of nonprofits don’t get any help from their foundation funders—financial or nonfinancial—when it comes to assessment. And too often, givers don’t pay heed to nonprofits on this issue, imposing their demands for “evidence” instead of asking nonprofits what would be most useful. Nonprofit CEOs say they feel they’re being asked for information that givers want, not necessarily what would help them to manage more effectively as leaders of their organizations.35


Saving Lives


It’s a difficult terrain, the nonprofit world, with diverse challenges that are distinctly different from business challenges for-profit leaders face. Yet many leaders thrive and are passionate about their work and the missions of their organizations. I think of another such leader, Gregg Croteau, who runs UTEC, a nonprofit in the old mill town of Lowell, Massachusetts, a small city thirty miles northwest of Boston with a population of 108,000.


If not for his work clothes, you’d almost mistake Croteau for one of the young people he seeks to help: He is boyish looking, with a strong build that likely helps the mostly young men he’s trying to reach take him seriously. He projects confidence and street smarts. Croteau, who is in his late forties, grew up just north of Boston in Revere—“you can identify us by our gold chains,” he jokes—and lives and breathes his work. A group of teen leaders formed UTEC in 1999 in response to rampant gang violence. The organization hired Croteau in 2000, when a $40,000 grant from the city was secured to get the organization off the ground. He responded to a small ad in the help wanted section of the local newspaper that read, “EXCITING OPPORTUNITY. Teen Center needs Executive Director to create structure, dev. capacity, win sustaining funds, coordinate programs.”


Croteau knew this was the job for him. The son of a schoolteacher and a municipal employee, he had worked with young people since he was an undergraduate and knew he wanted to continue to work in service of something bigger than himself. In the early days at UTEC, he was learning on the job. “A good day was breaking up a fight,” he recalled.


Today, UTEC, which aims to “nurture the ambition of proven-risk youth to trade violence and poverty for social and economic success” in Lowell and the neighboring cities of Lawrence and Haverhill, is literally saving lives. UTEC has been held up as a model by both the current and former governors of Massachusetts and is nationally recognized for its results. It has a staff of forty-five and a budget of more than $6 million as it seeks to reach the members of the more than forty active gang sets operating in the region, as well as those young adults currently incarcerated. UTEC serves 800 to 900 young people each year, working intensively with about 160 to get them out of criminal activity and into a productive job.


Any given day finds Croteau and UTEC’s “street workers” sitting at a bedside in a hospital after a shooting, visiting a gang member in prison, or attending a funeral. These are the places where UTEC staff find they can best begin the process of recruiting a young person to leave street life behind.


Alternatively, you might find Croteau working with staff who help UTEC’s participants study for their GED. Or you might find him at one of UTEC’s several social enterprises—including a mattress-recycling facility, a catering outfit, a café, and a woodworking shop that sells its cutting boards to Whole Foods—that bring in a million dollars in annual revenues and give its clients their first foothold in the working world. Or you might find him negotiating to secure a contract to supply almond and honey nut butter to grocery stores in the Northeast through UTEC’s new commercial kitchen, which will employ another sixteen former gang members. Or you might find him raising money from business leaders or foundations. Or you might find him meeting with legislators to convince them to reform our criminal justice system.


You might find him on the phone with city leaders, trying to identify a new, larger facility for UTEC’s mattress-recycling operation, as he was one day when I visited with him in late 2017. Hearing young people outside his office dropping F-bombs as he talked, he paused for a moment, put his hand over the phone, said, “Language!” and went back to discussing real estate and options for the recycling facility, without missing a beat.


“Sorry!” one of the teens said back.


Unsung American Heroes


Croteau is an educator, mentor, counselor, spiritual advisor, manager, businessman, fundraiser, policy advocate, mediator, and peacemaker all wrapped up into one. His job is infinitely more complicated and difficult than running an equivalent-size business—and yet his salary is just a fraction of what he could make elsewhere. He’s passionate about what he does and totally focused on results—judging success by an array of metrics that include declining numbers of shootings and arrests. The overwhelming majority of young people who enter UTEC’s programs stay out of jail and remain employed. UTEC’s recidivism rate (those getting rearraigned after returning from incarceration within one year) is 10 percent, compared to the state average of more than 50 percent.
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