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What Every Charity Needs to Know
By Michael J. Rosen

HARD SCRABBLE 

A New Year’s Challenges

THE FIGHT TO  
END POVERTY

Initiatives to reduce the federal deficit could lead to funding difficulties for 
the nation’s charities that address the problems of poverty. Those challenges 
could ripple through the entire nonprofit sector. That’s why it’s essential that 
you anticipate what may happen and prepare your organization now for the 
hurdles you may soon encounter.
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I grew up food-stamp poor. When I heard about possible 
federal budget cuts as the U.S. national debt nears 

$22 trillion, I began to wonder how the nation’s most 
vulnerable might be affected. I also began to think about 
the potential effect on the entire nonprofit sector.

Globally, poverty has been on a sharp, steady 
decline. “In 1990, 37 percent of humanity lived in what 
the World Bank defines as extreme poverty; today 
that number is 10 percent,” writes Gregg Easterbrook, 
author of It’s Better Than It Looks: Reasons for Optimism 
in an Age of Fear. Yet, even given that good news, 
nearly one billion people continue to suffer in extreme 
poverty around the world.

In the United States, poverty has also been on the 
decline while individual purchasing power has been on 
the rise. For example, “On the first day of the twentieth 
century, the typical American household spent 59 
percent of funds on food and clothing. By the first day 
of the twenty-first century, that share had shrunk to 
21 percent,” Easterbrook reports. “US poverty has 
declined 40 percent in the past half-century.” Still, 
despite the enormous economic progress, poverty 
continues to darken the lives of millions of our  
fellow citizens.

Through sound public policy, economic expansion, 
production efficiencies, and the work of the nation’s 
charities, most people are living better lives today. 
However, with more work remaining, charities 
continue to strive to lift more people out of poverty 
while dealing with the effects of poverty on individuals 
and communities.

To make their poverty-fighting efforts possible, 

many charities rely heavily on government grants and 

contracts. However, these sources of revenue are 

now at some risk. President Trump has asked federal 

agencies to identify opportunities to cut their budgets 

by five percent each. The result could be that the 

agencies will limit their proposed cuts to waste and 

ineffective programs. Alternatively, they could suggest 

cuts that bring maximum pain in order to justify their 

budgets and enhance their power in Washington.

Whether or not the federal government trims its 

budget, all nonprofit organizations can do five things 

immediately to prepare for those possible challenges 

and ensure funding stability and organizational 

effectiveness:

1.  STREAMLINE ORGANIZATIONAL 
MISSION

Even before the Administration called upon Cabinet 

officers to identify budget cuts, the United Way of 

Greater Philadelphia and Southern New Jersey had 

streamlined its mission to focus on poverty. Following 

a nearly two-year review process, the United Way 

decided to concentrate its efforts. In addition to money 

donated through the United Way for specific charities, 

the organization raised $24.7 million for its current-

year Impact Fund that will support organizations 

fighting poverty.

The United Way’s move will allow it to enhance its 

anti-poverty impact in a region that includes Philadelphia, 

where the poverty rate is 25.7 percent, the highest 

among America’s 10 largest cities according to the 2016 

census estimate.

Each nonprofit organization should review its mission 

statement periodically to avoid mission drift and ensure 

that it remains focused on priorities. 

2.  REMAIN NIMBLE

Whether anxious about government cutbacks or 
changes in donor priorities, charities need to be nimble. 
Change at the United Way did not come without pain. 
The organization eliminated 37 of its 97 staff positions, 
according to a report on Philly.com. While painful for 
staff, Bill Golderer, the organization’s president, says that 
“more money needs to be returned to the community and 
the mission, a much greater percentage.”

United Way staff members are not the only ones to 
feel pain. As the organization refines its focus, more than 
half of the 233 charities that received United Way money 
last year will come away empty-handed this fiscal year.

One example is Surrey Services for Seniors. With a 
budget of $4.5 million, the charity received $120,000 
from the United Way last year and will receive nothing 
now. Robert Madonna, CEO of Surrey Services, told 
Philly.com that it would have been helpful if United 
Way had more gradually reduced funding. “I laid off a 
marketing person last week, a $50,000 employee. … I had 
to do it now,” he said.

When planning, every nonprofit organization must 
develop contingencies for unexpected, significant 
changes in government or private funding. Careful 
planning will allow organizations to continue offering 
services with minimal disruption.

Left: Abandoned row houses in Philadelphia: more than 1 in 4 
residents live below the poverty line, the highest rate among 
America’s ten largest cities. Photo by Matt Rourke.
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3.  DIVERSIFY FUNDING STREAMS

Being overly dependent on a single source of funding 
(e.g., individual, foundation, corporate, government) can 
be catastrophic for a nonprofit organization if a funder’s 
priorities change. 

“It is extremely important to have diverse funding 
streams because it means we are able to adapt quickly 
if things change. It also shows potential investors that 
we are prepared, forward thinking, and that their 
investment into their community is more assured,” says 
Darrell Bulmer, director of communications at Hopelink, 
a charity helping low-income and homeless populations 
in the Seattle area. “Of course, cuts could effectively 
remove many nonprofits who do not have a diversified 
source of income, so it goes without saying that 
hardships would be seen and people receiving services 
would be affected until solutions are found.”

The Philadelphia Children’s Alliance (PCA), which 
brings justice and healing to survivors of child sex abuse, 
understands this. Chris Kirchner, MSW, the organization’s 
executive director, notes that 65 percent of the children 
her organization helps come from low-income households. 
A government-funding cutback could reduce revenue from 
several national and local government sources. To minimize 
risk, PCA has diversified its funding streams. In its early 
years, the organization received private donations totaling 
about 10 percent of the PCA operating budget. Today, 
private support accounts for about one-third of a vastly 
larger PCA budget. This funding diversity is one reason 
that PCA will be able to adapt to the loss of $40,000 of 
support from the United Way, though this cut and potential 
future cuts from other sources raise some concern. 

Savvy nonprofit organizations ensure they receive sup-
port from a variety of sources. Funding diversity offers some 
protection if one of those funding sources changes priorities.

Executive Chef Harry Dominick with biscotti at 
the Bosco Nutrition Center in Selma, Alabama. 

Photo by Joseph O’Quinn of Edmundite Missions.
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4.  SEIZE NEW OPPORTUNITIES

The threat and reality of funding cuts certainly cause 
stress for charities. While Kirchner is confident that 
PCA’s vigorous fundraising efforts will lead to new 
funding opportunities to offset the loss of United Way 
support, she is concerned about the possibility of 
additional, sustained funding cutbacks that could affect 
her organization and others. “I think fundraising will be 
increasingly hard as more nonprofits seek more private 
donations,” she says.

While acknowledging that private philanthropy is 
strained in her region, Renee Koubiadis, MSW, executive 
director of the Anti-Poverty Network of New Jersey, 
says partner charities have already been dealing with 
several years of state funding cuts. In response, she has 
seen grassroots activists mobilizing to raise more private 
support.

Hopelink’s Bulmer sees both fundraising challenges 
and opportunities. He says, “Many of our donors are very 
aware of the current political climate and will stretch 
their giving to help offset any government cuts. That said, 
donor increases often do not offset program cuts, and we 
end up having to find other ways to meet the need. While 
we do our best to ensure we remain able to help our 
neighbors experiencing poverty, some cuts will mean we 
are able to support fewer people.”

One of the great examples of raising more money 
in the face of threatened government cutbacks can be 
seen in the fundraising efforts of Planned Parenthood. 
Responding to the possible loss of federal funding, 
Planned Parenthood incorporated the threat into its case 
for support, resulting in a massive increase of private 
contributions. Planned Parenthood has demonstrated 
that the mere threat of a government funding cut can be 
leveraged to increase private philanthropic support.

“We believe there is room for [philanthropic] growth, 
and we are seeing a whole new set of donors who are new 
in their careers and eager to support organizations like 
Hopelink,” notes Bulmer.

The question for the nonprofit sector is this: Can 
the philanthropic pie be expanded beyond the two-
percent-of-GDP (gross domestic product) level? If 
the philanthropic pie cannot be expanded, then some 
charities will benefit at the expense of others. If we 
can increase philanthropy relative to GDP, though, one 
charity’s gain need not result in another charity’s loss.

5.  WORK COLLABORATIVELY

One way that nonprofit organizations can work more 
effectively and efficiently is through collaboration, asserts 
Koubiadis. Unfortunately, when faced with funding 
challenges, many charities adopt a siege mentality as they 
seek to protect their own resources. That doesn’t bode well 
for collaboration. However, Koubiadis notes that funders, 
particularly foundations, encourage collaboration among 
nonprofit organizations.

Not only can nonprofits work collaboratively when 
delivering services but they can also work together to raise 
more money. Bulmer observes, “Nonprofits are much more 
collaborative than most people may imagine. In our region 
alone, almost 2,000 nonprofits work together to raise money 
collectively throughout the year as we appeal together for the 
greater good.”

Through collaboration, nonprofit organizations can 
leverage their strengths, mitigate their weaknesses, and 
attract private support. This is good for charities, and it’s good 
for those the organizations serve.

To help those in poverty, our society must offer safety net 
services and provide people with a hand up. However, that is 
not enough to win the war on poverty. Society must also work 
to end intergenerational poverty. This will all require effective 
government policies, government and private funding, an 
engaged nonprofit sector, and individual responsibility.

Easterbrook writes, “Ron Haskins and Isabel Sawhill, also 
at the Brookings Institution, have found that contemporary 
Americans from any background can avoid poverty by 
observing a traditionalistic formula: graduate from high 
school, wait until at least age twenty-one to marry [or form 
a long-term, committed relationship], and marry before 
having children. ‘Of American adults who followed these 
fairly simple rules, only about two percent are in poverty,’ 
Haskins has written.”

Charities are an essential part of the equation if we are 
to effectively deal with poverty. However, to be successful, 
those nonprofits will need to focus their mission, be nimble, 
diversify funding streams, seize new opportunities, and 
work collaboratively. That’s good advice for all nonprofit 
organizations. 


