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Since 1970, more than 200,000 nonprofits have opened in the U.S., but only

144 of them have reached 850 million in annual revenue. Most of the members of

this elite group got big by doing two things. They raised the bulk of their money

from a single type of funder such as corporations or government — and not,

as conventional wisdom would recommend, by going after diverse sources of

funding. Just as importantly, these nonprofits created professional organizations

that were tailored to the needs of their primary funding sources.

ow

queezed around a conference table

designed for eight people, 12 lead-

ers of a highly regarded nonprofit
discuss how to fund the organization’s
growth. With the support of a large
national foundation, several family foun-
dations, a few major individual donors
and many smaller ones, a handful of
government agencies and corporatjons,
and even an earned-income venture, the
organization has grown significantly, if
erratically, to reach about $3 million in
annual revenues.

The group’s programs bring young
people from the inner city together with
their peers from the suburbs to engage
in leadership activities. Now, a decade
after the organization’s founding, the
board and staff are eager to grow. The
problem is, some board and staff mem-
bers fear, that their funders are nearing
the limits of what they can or will con-
tribute. And without increased funding,
the organization will not be able to
expand. Has the organization hit a fund-
ing wall? Where should it turn for addi-
tional money?

One board member makes the case
for additional government funding.
Another sees enormous potential in a
direct majl campaign. The executive
director and staff maintain that the orga-
nijzation can secure funding from one
more large national foundation.

Without any clear path, no idea is a
bad one. As the conversation winds
down, the leaders identify the most
promising funding sources, divide
responsibilities, and put the next steps
into motjon. They do not know the odds
of success, but their hopes are high.’

Funding Growth Is Difficult

As the number of nonprofits and the
scope of their ambitions explode, con-
versations such as this one have become
commonplace in nonprofit board meet-
ings across the U.S. Almost to a person,
all of the nonprofit leaders with whom
the Bridgespan Group has worked want
to increase their organization’s reach.?
In a recent study of the most dynamic,
midsized youth-serving nonprofits in the
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HIGH-GROWTH NONPROFITS
These 144 nonprofits, all founded after 1969, were earning at least $50 million per year by 2003

1 AmeriCares Foundation Conn. 1982 $697.9 International & Foreign Affairs Corporate

2  Feed the Children Okla. 1979 $568.4 International & Foreign Affairs Unknown

3 Habitat for Humanity International Ga. 1976 $478.6 International & Foreign Affairs Individuals

4  America’s Second Harvest M. 1979 $467.9 Food, Agriculture, & Nutrition Corporate

5 Food for the Poor Fla. 1982 $465.2 International & Foreign Affairs Corporate

6  Gifts in Kind International Va. 1983 $438.6 International & Foreign Affairs Corporate

7 King Benevolent Fund Va. 1993 $432.4 International & Foreign Affairs Corporate

8 Brazos Group Texas 1975 $359.4 Education Service Fees

9  American Legacy Foundation D.C. 1999 $288.8 Healthcare Government

10 Electric Power Research Institute Calif. 1973 $268.4 Public & Societal Benefit Corporate

11 Fred Hutchinson Institute Wash. 1975 $240.2 Medical Research Government

12 Musculoskeletal Transplant Foundation N.J. 1987 $229.4 Healthcare Service Fees

13 Population Services International N.Y. 1970 $204.2 International & Foreign Affairs Government

14 Samaritan's Purse N.C. 1970 $200.6 International & Foreign Affairs Unknown

15 Chela Education Financing Calif. 1979 $181.5 Public & Societal Benefit Service Fees

16  Concurrent Technologies Corporation  Pa. 1988 $180.5 Public & Societal Benefit Government

17  Crystal Stairs Calif. 1980 $178.9 Food, Agriculture, & Nutrition Government

18 Elderhostel Mass. 1975 $177.0 Human Services Service Fees

19 Macomb-Oakland Regional Center Mich. 1972 $173.7 Human Services Unknown

20 Trinity Broadcasting Network Calif. 1973 $171.2 Arts, Culture, & Humanities Unknown

21 Christian Aid Ministries Ohio 1981 $168.5 International & Foreign Affairs Unknown

22 Communities in Schools Va. 1980 $168.1 Education Government

23 Nehemiah Corporation of America Calif. 1997 $163.3 Housing & Shelter Service Fees

24  Polish-American Freedom Foundation  Pa. 2000 $158.8 International & Foreign Affairs Unknown

25 Buyers Fund Utah 1999 $152.7 Housing & Shelter Service Fees

26 AmeriDream Md. 1999 $152.1 Housing & Shelter Service Fees

27 The Trust for Public Land Calif. 1971 $147.7 Environment Service Fees

28 National Associations for the M. 1977 $144.0 Public & Societal Benefit Corporate
Exchange of Industrial Resources

29 Texas Guaranteed Student Loan Corp.  Texas 1980 $139.4 Public & Societal Benefit Service Fees

30 North Los Angeles Co. Regional Center  Calif. 1974 $138.3 Public & Societal Benefit Government

31 Family Health International N.C. 1971 $137.0 International & Foreign Affairs Government

32 Make-a-Wish Foundation Ariz. 1980 $136.9 Healthcare Individuals

33 Juvenile Diabetes Research N.Y. 1970 $136.7 Healthcare Individuals
Foundation International

34 Skirball Cultural Center Calif. 1995 $129.9 Arts, Culture, & Humanities Unknown

country, the people we talked to repeatedly asked, “How do we
get really big?”?

The answers to this question are anything but obvious. And
examples of nonprofits to imitate do not readily come to mind.
The average founding year of the 10 largest U.S. nonprofits is
1903.* What can younger nonprofits learn from organizations
that began before the First World War?

Moreover, figuring out how dollars flow within the non-
profit sector is infamously difficult. The nonprofit “capital
markets” are often irrational. Some donors strictly limit the
number of years that they will provide support, and they
often meet increased efficiencies with decreased funding.’
Many of the most successful nonprofit leaders have their
hands full simply keeping existing funders engaged, let alone

WILLIAM FOSTER is a partner in The Bridgespan Group’s Boston
office, where he advises direct service nonprofits and grantmaking foun-
dations on expansion strategy, reorganization, and advocacy. His research
focuses on nonprofit funding. Before joining Bridgespan in 2002, Foster
worked at the for-profit management consulting firm Bain & Company.

GAIL FINE is the managing editor at The Bridgespan Group. Before join-
ing Bridgespan in 2003, Fine worked as a consultant at Bain & Company.

planning for major growth. When funding breakthroughs do
occur, they seem idiosyncratic — due more to luck or personal
charisma than to planning.

To discover whether there is logic hidden in the haze,
Bridgespan identified and studied nonprofit organizations and
networks founded in the U.S. in or since 1970 that had achieved
$50 million or more in annual revenue by 2003. (Hospitals and
colleges, where sources of major funding are well understood,
were not included in the study:) Our hope was that we might
discover some rules of the road for nonprofits that want to jump
to the next level and get really big.

Our findings contradict some of the conventional wisdom
about nonprofit growth. First and foremost, although it may be
hard to get really big in today’s environment, it is not impossi-
ble —nor is it simply luck and connections that help a nonprofit
make the jump. Greater numbers of nonprofits achieve sub-
stantial growth than is generally perceived.

Bridgespan identified 144 nonprofits that have gone from
founding to at least $50 million in revenue since 1970. Some of
these organizations, like Habitat for Humanity International,
America’s Second Harvest, and the Make-a-Wish Foundation
of Amerjca, are household names. Most, like Youth Villages,
Communities in Schools, and the Natjonal Wild Turkey Fed-
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35 Educational Funding of the South Tenn. 1987
36 Focus on the Family Colo. 1977
37 The Carter Center Ga. 1982
38 Educational Credit Management Corp. Minn. 1995
39 Philadelphia Workforce Dev. Corp. Pa. 1982
40 National Marrow Donor Program Minn. 1987
41 National Public Radio D.C. 1970
42 Texas Migrant Council Texas 1971
43 Neighborhood Reinvestment Corp. D.C. 1980
44  Mercy Corps Ore. 1979
45 Southeastern Universities Research Assoc.D.C. 1980
46 National Center for Employment Texas 1977
of Disabled
47  Access Group Del. 1993
48 Hope for the City Minn. 1999
49 The Conservation Fund Va. 1985
50 New York State Industries N.Y. 1975
for the Disabled
51 Whitehead Institute for Mass. 1982
Biomedical Research
52 LifeNet Va. 1982
53 Metropolitan Boston Housing Partnership Mass. 1974
54 S. Carolina Student Loan Corporation S.C. 1974
55 Family Central Fla. 1971
56 Child Action Calif. 1976
57 Child Care Resources Center Calif. 1975
58 Resources for Human Development Pa. 1970
59 Program for Appropriate Technology Wash. 1977
in Health
60 Conservation International Va. 1987
61 lowa Student Loan Liquidity Corp. lowa 1979
62 The Vaccine Fund D.C. 1999
63 Ludwig Institute for Cancer Research N.Y. 1971
64 EDFUND Calif. 1997
65 The Education Resources Institute Mass. 1985
66 Local Initiatives Support Corporation N.Y. 1979
67 Philadelphia Corporation for Aging Pa. 1973
68 American Nicaraguan Foundation Fla. 1992
69 The Stanley Medical Research Institute  Md. 1989

eration (NW'TF), are not — at least not yet.

Further, the way funding flows to organizations this large
isnejther completely random nor illogical. On the contrary, we
identified three important practices common among nonprofits
that succeeded in building large-scale funding models: (1) They
developed funding in one concentrated source rather than
across diverse sources; (2) they found a funding source that
was a natural match to their mission and beneficiaries; and (3)
they built a professional organization and structure around this
funding model.

Getting big is not the right choice for every nonprofit, of
course. Securing large-scale funding generally involves some pro-
grammatic trade-offs. And large sources of funding appear to
be more readily available for — and appropriate to — some mis-
sions than others.

Admittedly, using revenue as the metric for growth has its
limjtations. It does not necessarily capture all the elements of
an organization’s “scale” (for example, volunteer hours). But rev-
enue does allow comparison across organizations, and it is the
central constraint that prevents many nonprofits from growing.
For those nonprofits that do want to grow their revenues,
understanding the paths that others have blazed over the past
three decades will increase their odds of success.

$129.1 Public & Societal Benefit Service Fees
$128.0 Arts, Culture, & Humanities Individuals
$127.1 International & Foreign Affairs Corporate
$126.8 Public & Societal Benefit Service Fees
$126.1 Employment Government
$120.2 Healthcare None

$120.0 Arts, Culture, & Humanities None

$117.3 Education Government
$117.3 Public & Societal Benefit Government
$116.5 International & Foreign Affairs Government
$115.8 Public & Societal Benefit Government
$115.5 Employment Unknown
$115.4 Public & Societal Benefit Service Fees
$108.3 Food, Agriculture, & Nutrition Corporate
$106.0 Environment Unknown
$105.4 Human Services Service Fees
$104.7 Medical Research Government
$102.2 Healthcare Service Fees
$100.4 Housing & Shelter Government
$100.1 Public & Societal Benefit Service Fees
$ 99.3 Human Services Government
$ 97.3 Human Services Government
$ 97.0 Human Services Unknown

$ 95.4 Human Services Unknown

$ 93.4 International & Foreign Affairs Foundations
$ 92.2 Environment None

$ 92.1 Education Service Fees
$91.4 International & Foreign Affairs Government
$ 90.7 Medical Research Unknown

$ 89.4 Public & Societal Benefit Service Fees
$ 89.0 Public & Societal Benefit Service Fees
$ 87.5 Public & Societal Benefit None

$ 85.2 Human Services Government
$ 81.6 International & Foreign Affairs Corporate

$ 80.7 Medical Research Unknown

The Myth of Diversification

Many leaders of aspiring nonprofits state that their No. 1 fund-
ing objective is diversification. It seems sensible. When gov-
ernment funding stalls, why not try to raise money from indi-
vidual donations? When corporate money dries up, why not try
to replace it with foundation grants? And isn't having a wide array
of funding sources a good way to mitigate the risk of losing any
single source of money?

Diversification may seem like a good idea, but in practice
most of the organizations that have gotten really big over the
past three decades did so by concentrating on one type of fund-
ing source, not by diversifying across several sources of fund-
ing. Bridgespan obtained solid financial data for 110 of the 144
high-growth nonprofits we identified. Of the 110, roughly 90
percent had a single dominant source of funding —such as gov-
ernment, indjvidual donations, or corporate gifts. And on aver-
age, that dominant funding source accounted for just over 90
percent of the organijzation’s total funding.

To better understand this finding, we conducted in-depth
interviews with leaders of 21 of these 110 organijzations. We
found that more than two-thirds of them had not only a dom-
inant source of funding, but also a specialization within that area:
for example, not just government funding but also state gov-
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70 Northwest Medical Teams Ore. 1979
71 Opportunity International M. 1971
72 Management Sciences for Health Mass. 1971
73  Food for the Hungry Ariz. 1971
74 Alamo Workforce Development Texas 1994
75 Stowers Institute for Medical Research  Mo. 1994
76 Dallas Co. Local Workforce Dev. Board ~ Texas 1984
77 Coastal Dev. Services Foundation Calif. 1983
78 Heart to Heart International Kan. 1992
79 Tides Center Calif. 1976
80 YouthBuild USA Mass. 1990
81 Consortium for Worker Education N.Y. 1985
82 Western Reserve Area Agency on Aging Ohio 1976
83 Christian Foundation for Children Kan. 1981
and Aging
84 Vinfen Corporation Mass. 1977
85 Options: A Child Care and Human Calif. 1981
Services Agency
86 International Relief & Development Va. 1998
87 United States Holocaust D.C. 1980
Memorial Council
88 Family Health Center of Marshfield Wis. 1982
89 Warren Clinic Okla. 1988
90 Concepts of Independence N.Y. 1979
91 Operation Blessing Va. 1978
92 Gulf Coast Regional Blood Center Texas 1975
93 National Fish and Wildlife Foundation  D.C. 1984
94 Peckham Vocational Industries Mich. 1976
95 E. Boston Neighborhood Health Center Mass. 1970
96 Florida Blood Services Fla. 1992
97 International Medical Corps Calif. 1984
98 Harvest Foundation of the Piedmont Va. 2002
99 LifeSource Il 1987
100 Stavros Center for Independent Living  Mass. 1974
101 Center for Creative Leadership N.C. 1970
102 Institute of Nuclear Power Operations  Ga. 1979
103 Council on Aging of SW Ohio Ohio 1970
104 Youth Villages Tenn. 1986
105 Education & Health Centers of America N.J. 1983
106 Christian Relief Services Charities Va. 1985
107 Natural Resources Defense Council N.Y. 1970

$80.2 International & Foreign Affairs Corporate
$80.0 International & Foreign Affairs None

$77.0 International & Foreign Affairs Service Fees
$77.0 International & Foreign Affairs Unknown
$76.6 Employment Government
$76.5 Medical Research Foundations
$76.3 Human Services Government
$76.2 Human Services Unknown
$75.0 International & Foreign Affairs Corporate
$71.2 Environment Unknown
$70.3 Human Services Unknown
$69.5 Employment Government
$69.1 Human Services Government
$68.0 Human Services Individuals
$67.5 Human Services Service Fees
$67.4 Human Services Service Fees
$66.9 International & Foreign Affairs Government
$66.6 Arts, Culture, & Humanities None

$66.5 Healthcare Service Fees
$65.7 Healthcare Service Fees
$65.4 Human Services Unknown
$64.9 International & Foreign Affairs Corporate
$64.2 Healthcare Service Fees
$63.9 Environment Unknown
$63.6 Employment Service Fees
$63.5 Healthcare Service Fees
$63.1 Healthcare Service Fees
$62.9 International & Foreign Affairs None

$62.5 Religious Unknown
$62.1 Healthcare Unknown
$61.5 Human Services Unknown
$61.1 Public & Societal Benefit Service Fees
$61.1 Public & Societal Benefit Corporate
$60.8 Human Services Government
$60.4 Human Services Government
$60.3 Healthcare Unknown
$60.3 International & Foreign Affairs None

$59.8 Environment Individuals

ernment funding; not just individual donations but also small
individual donations; and not just corporate donations but also
in-kind corporate donations.

Only a few of the 21 interviewees knew from the start
where they would find their most promising funding sources.
Often, they were uncertajn about which source was most
promising. But as these organizations pursued their growth, they
realized which sources of funding seemed most promising and
were willing to concentrate their efforts on that source, recruit-
ing people and creating organizations that could best pursue that
funding source.

Consider the example of the American Kidney Fund (AKF),
which helps low-income people with kidney disease. From its
founding in 1971 until the mid-1990s, the AKF was a relatively
small organization, never surpassing $6 million in revenue and
relying on a mix of funding including a large number of small
individual donations. In 1996, changes in federal law made it ille-
gal for medical providers to assist low-income patients by sub-
sidizing the roughly 20 percent of dialysis expenses that Medicare
did not cover — effectively cutting patients off from treatment.
To cover these expenses and restore care to low-income patients,

the AKF set up a major injtiative to raise donations from cor-
porations. The AKF became highly skilled at this work and the
organization grew rapidly, passing the $20 million mark in 2000
and reaching nearly $70 million in 2004. “Switching our empha-
sis to corporate partners was the real turning point in our orga-
nization,” says Chief Financial Officer Don Roy:

Previous Bridgespan research suggests that the AKF’s expe-
rience is not idiosyncratic.® In multiple nonprofit domains
(such as environmental advocacy and youth services) there are
distinct breakpoints at which the number of nonprofits
decreases dramatically from one revenue category to the next.
After each of these breakpoints, both the average level of
diversification and the mix of funding change.

Take the examples of youth services and environmental
advocacy. When nonprofits in these domains are small, they typ-
ically have a diverse set of funding sources, with a large per-
centage of the money coming from foundations. As these orga-
nizatjons grow to $3 million and $10 million in sjze, respectively,
they diversify their funding sources even more. But as they get
larger these organizations increasingly rely on a single funding
source — in these cases, government and individual support,
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108 In Touch Ministries Ga. 1972
109 Futures Home Assistance Programs Ga. 1998
110 Child Care Resources N.C. 1981
111 Self-Help Ventures Fund N.C. 1980
112 National Constitution Center Pa. 1988
113 International AIDS Vaccine Initiative N.Y. 1996
114 AIDS Healthcare Foundation Calif. 1987
115 Help USA N.Y. 1975
116 Maniilag Association Alaska 1975
117 Orange County Performing Arts Center Calif. 1974
118 Rocky Mountain Elk Foundation Mont. 1984
119 Ronald McDonald House Charities M. 1974
120 National Endowment for Democracy D.C. 1983
121 Youth Advocate Programs Pa. 1975
122 Nat. Board for Prof. Teaching Standards Va. 1987
123 Services for the Underserved — N.Y. 1978
Mental Health Programs
124 Oregon Food Bank Ore. 1982
125 Los Angeles Regional Foodbank Calif. 1973
126 American Kidney Fund Md. 1971
127 North American Family Institute Mass. 1974
128 Cambridge Credit Counseling Corp. Mass. 1996
129 Burnham Institute Calif. 1976
130 Cabs Home Attendant Services N.Y. 1980
131 Centerstone Comm. Mental Health Cent. Tenn. 1997
132 Joint Oceanographic Institutions D.C. 1976
133 Hope Worldwide Pa. 1991
134 National Wild Turkey Federation S.C. 1973
135 The Greater Boston Food Bank Mass. 1981
136 NISH Va. 1971
137 Safe Horizon N.Y. 1978
138 Westside Food Bank Calif. 1973
139 JSI Research & Training Institute Mass. 1978
140 The Institute for Genomic Research Md. 1992
141 FamiliesFirst Calif. 1974
142 Success for All Foundation Md. 1987
143 Comm. Day Care Center of Lawrence Mass. 1973
144 Parent/Child Inc. of San Antonio & Texas 1979

Bexar County

$59.3 Religious Unknown

$59.2 Housing & Shelter Unknown
$59.2 Human Services Government
$59.1 Public & Societal Benefit Unknown
$59.0 Arts, Culture, & Humanities Unknown
$57.9 International & Foreign Affairs Government
$57.9 Healthcare Unknown
$56.8 Public & Societal Benefit Government
$56.7 Human Services Government
$56.2 Arts, Culture, & Humanities None

$56.1 Environment Unknown
$55.1 Healthcare Unknown
$55.1 Public & Societal Benefit Government
$55.1 Human Services Government
$54.9 Education Service Fees
$54.6 Housing & Shelter Unknown
$54.5 Food, Agriculture, & Nutrition Corporate
$54.4 Food, Agriculture, & Nutrition Corporate
$54.3 Healthcare Corporate
$54.0 Human Services Government
$53.8 Human Services Unknown
$53.6 Medical Research Government
$53.5 Human Services Government
$53.4 Healthcare Unknown
$53.0 Public & Societal Benefit Government
$52.4 International & Foreign Affairs Corporate
$52.2 Environment Individuals
$51.9 Food, Agriculture, & Nutrition Corporate
$51.7 Employment Service Fees
$51.5 Human Services Government
$51.4 Food, Agriculture, & Nutrition Corporate
$51.3 Healthcare Government
$51.1 Public & Societal Benefit Government
$50.8 Human Services Government
$50.6 Education Service Fees
$50.3 Human Services Government
$50.2 Education Government

*Revenue is from fiscal year 2002, 2003, or 2004. Gross receipts instead of revenue is used in some cases. Revenues of networks are estimated by summing the revenues of organizations within

those networks.

respectively. As they reach $50 million or more in size, the con-
centration of funding from one source increases even more.

This concentration by funding source does not replace the
need for diversification and risk management. The leaders we
interviewed were quite focused on minimizing funding risk.
Although most relied on a single source for the bulk of their fund-
ing, they did not rely on a single payer. Organizations achieved
diversification and mitigated their funding risk by securing
multiple payers of the same type to support their work. Youth
Villages, for example, receives more than 90 percent of its fund-
ing from state government contracts, but it has minimized its
risk by tapping a number of government departments in a
number of states. Similarly, when Population Services Inter-
national (PSI) had roughly $4 million in revenues, it received
more than 90 percent of its funding from the US. Agency for
International Development. Now, with revenues in excess of
$200 million, PSI still receives the large majority of its funding
from government agencies focused on international develop-
ment — but its supporters include the governments of Ger-
many, the Unijted Kingdom, and the Netherlands, as well as the
United Nations.

Although dominant funding sources fuel nonprofit expan-
sion, secondary sources are still important. Of the 101 organi-
zations that have a dominant funding source, more than 20 per-
cent have a secondary source that accounted for 10 percent or
more of their revenue. Even when secondary funding sources
account for a smaller percentage of total revenue, they can be
quite valuable for furthering the mission. The Metropolitan
Boston Housing Partnership, for example, receives less than 1
percent of its funding from unrestricted foundation and cor-
porate donations. But according to Executive Director Julia
Kehoe, those funds “allow us to do critical prevention work that
is not currently funded by government programs.”

Finding the Right Match

When nonprofits are small, they often raise money from a
wide varijety of sources. That’s because there are many poten-
tial donors who are able to give small amounts of money, and
because a particularly inspiring executive director can stand
out from the crowd and convince these small donors to give.
But when very large sums of money are involved, the picture
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HIGH-GROWTH NONPROFITS: A CLOSER LOOK

Less than one-tenth of 1 percent of U.S. nonprofits founded
in or after 1970 reached $50 million in annual revenues
by 2003. Below, we take a closer look at this elite group.

Which Domains Were Represented?

Human Services
International & Foreign Affairs
Public & Societal Benefit
Healthcare

Environment |

Education

Food, Agriculture, & Nutrition
Arts, Culture, & Humanities
Housing & Shelter

Medical Research
Employment

Religious

NN N

10 20 30

More than one-third of these high-growth nonprofits were human services or inter-
national and foreign affairs organizations.

Who Were the Dominant Funders?

Government
40%

Service fees
33%

c Foundations
orporate 20

19%

Individuals
6%

Nearly all of the nonprofits received the bulk of their money from a single dominant
source. The biggest source was government, which funded nearly half of the high-
growth organizations. Foundations and individuals were the dominant funding
source for only a few organizations.

Where Were They Founded?

9to14 Il
5t08
3to4
1to2

0

California, Massachusetts, New York, and the Virginia/Washington, D.C., area
spawned the most high-growth nonprofits — 61 altogether — whereas 17 other
states, including Indiana, Louisiana, and Nevada, created none.

SOURCE: The Bridgespan Group

changes. Sizable funding sources are fewer, and their goals are
more developed. As a result, the funders’ interests matter more
than does the executive director’s charisma.

The NW'TF is one organization that found a funding source
— hunters — aligned with its mission. The NW'TF aims to pre-
serve and expand wild turkey habitats. Since its founding in 1973,
the NW'TF has helped increase the U.S. wild turkey population
from 1.3 million to more than 7 million birds. The NW'TF is also
a financial success: Its revenues in 2003 totaled some $87 mil-
lion, with the lion’s share coming from 2,000 local chapters made
up of more than 500,000 members. Hunters, who tend to make
a sharp distinction between conservation and environmental-
ism, are the primary donors. The organization raises about 80
percent of its annual revenues by sponsoring more than 2,000
fundraisers each year, generating large numbers of individual
contributions and event-related purchases. Local chapters run
the fundraisers with assistance from national headquarters,
and then funnel the proceeds back to the national organization.

Many nonprofits never find a dominant funding source,
while others hesitantly drift toward it. This need not be the case.
There are natural matches between many organizations and
particular funding sources. Nonprofit leaders need to identify
and target those funding sources that are most likely to be a
natural match with their organizations. Far from being random,
large funders’ interests often fall into distinct categories. Cor-
porations almost always offer in-kind support focused on
hunger or health issues. And individuals tend to give to issues
that cross socioeconomic boundaries — like environmental
advocacy — and to organizatjons that have clear, compelling,
and simple messages.” We have broken funding sources into
five categories — government, service fees, corporate, individ-
uals, and foundations — and describe what we have learned
about their general areas of interest. (See the table beginning
on p. 48 for a list of all 144 organizations and their principal fund-
ing source, and visit www.bridgespan.org for profiles of 21 of
the organizations.)

Government. Government is by far the most important
source of funding for the high-growth nonprofits in our study.
It provided most of the money for 40 percent of the organiza-
tions. In most cases, government-funded nonprofits address
needs that easily fall within a particular government agency’s
set of responsibilities. Federal agencies, for example, are most
likely to support organizations in medical research, food, and
foreign affairs. State and local governments are most likely to
support human services, employment development, and edu-
catjion organizations. Government also provides most of the
financijal support for nonprofits that address the needs of low-
income Americans. The major exceptions are food banks,
which recejve large amounts of in-kind corporate contributions,
and Habitat for Humanity, which relies for the most part on indi-
vidual donations.
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really big over the past three decades did so by
concentrating on one type of funding source.

Many people talk about the government getting out of the
social sector, but available data tell a different story. Not only
our findings, but also natjonal data show that government
funding of the nonprofit sector is growing faster than the
nation’s GDP*

People may perceive reduced government funding because
of the devastating and often public impacts of reductions in par-
ticular services, or because of increases in what nonprofits are
expected to accomplish with each dollar. The perception of
reduced government funding is not accurate, however, and
could be harmful if it leads nonprofits to forgo government fund-
ing, or if it reduces the public’s attention to government’s role
as the primary funder of social services.

Service Fees. Program service fees are the second most
important source of funding for high-growth nonprofits, pro-
viding most of the money for 33 percent of the organizations
in our study. Service fees are also the second most important
source of funding in the nonprofit sector as a whole.” Com-
munity health clinics, student loan providers, and employment
agencies for the disabled are likely to depend on program ser-
vice fees as their dominant source of funding.

Many of the human services organizations (such as Vinfen
Corporation, which serves people with mental illness, mental
retardation, or behavioral health disabilities) contract with the
government to provide services. In healthcare, several large
community health clinics earn a large portion of their fees
from Medicaid reimbursements. The 12 student and housing
loan organizations in our study likewise rely on fees and inter-
est income.

Analyzing service fees is notorjously difficult because non-
profits have wide latitude in what they report as program ser-
vice fees. Funding from the same source could be treated as gov-
ernment support by one nonprofit and as program service
fees by another nonprofit. Adding to the confusion is the fact
that program service fees are often equated with earned-income
and social enterprise ventures. Contrary to the current buzz over
social enterprises, free-market commercial ventures are not
the major generators of program service fees for nonprofits in
this study. Instead, in 90 percent of the cases for which we have
detailed information, the fees had some government connec-
tion (for example, government guarantees of student loans or
favorable contracting rules for those employing the disabled),
further emphasizing the important role of government in the
nonprofit sector.

Corporate. Corporate giving represents a relatively small
share of total charijtable giving in the nonprofit sector, but it
is a prominent source of funding among these high-growth non-
profits. Corporations are the primary funders of 19 percent of
the nonprofits we surveyed. The vast majority of corporate sup-
portis in-kind donatjons, not cash. Every food bank and about
half of the international development nonprofits, for example,

21

rely on in-kind corporate gifts of food and medical supplies.

In the small number of cases when corporate cash fuels a
nonprofit’s growth, the corporation usually has both an altru-
istic and a financial motive for the support. Nonprofits often gar-
ner corporate cash when a real market exists for their products
or service, but laws or public opinjon prevent corporations
from entering the market. For example, there is a real market
for blood, bone marrow, and other human body parts, but by
and large, corporations do not enter this market, and instead fund
the nonprofit organizations that handle these transactions.

Individuals. Individuals are the primary funders of only 6
percent of the high-growth nonprofits in our study. Interestingly,
small gifts power all of the surveyed high-growth nonprofits in
this category, even though major gifts account for a large major-
ity of indjvidual giving in the US."'* Although some organi-
zations develop major donors as a significant secondary source
of funds, small donations seem to fuel the broadest expan-
sions. This may be because major gifts require greater per-
sonal involvement or because the kinds of techniques that gen-
erate smaller donations (direct mail and special events, for
example) are easier to scale up.

Issues that directly touch middle-class Americans, such as the
environment and health, tend to secure broad individual sup-
port. In some cases, as with the Juvenile Diabetes Research Foun-
dation, they involve a benefit that will accrue to society in the
future. In others, the benefit is more personal and immediate,
as with the NWTE Organizations that receive strong support
from individual donors typically have a clear and basic message.
Paul Velaski, vice president and chief financial officer of the
Make-a-Wish Foundation of America, states that the top rea-
son for their growth is “the purity and simplicity of our mes-
sage. We cannot muddy itup.” A clear message also helps build
a strong brand that resonates with individual donors, as in the
case of Habitat for Humanity.

Foundations. The least frequent source of funding for high-
growth nonprofits is foundations, which are the primary fun-
ders for only two of the organizations in our study, or 2 percent
of the high-growth nonprofits. These two organizations are both
in healthcare: Program for Appropriate Technology in Health;
and the Stowers Institute for Medical Research, which employs
nearly 300 people and researches ways to prevent and cure
genetic diseases. The only other organization that comes close
to this level of foundation funding is Conservation International,
which ajms to protect the 2.3 percent of land that contains over
half of the Earth’s biodjversity. In the case of the Stowers Insti-
tute and Conservation Internatjonal, the pathways to solving
their target issues are relatively clear, though very expensive. (This
is in contrast to other issues, like education reform, where the
pathway itself is still a matter of debate.)

Though it is impossible to draw conclusions from so few
examples, it seems plausible that foundations become dominant
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funders only when sufficient funding seems to be the major miss-
ing ingredient from solving an enormous problem. In general,
foundations seem to be more focused on their traditional role
of starting new programs rather than supporting them at scale.
This may make sense, because foundations represent only 5 per-
cent of nonprofit funding for the domains that we studjed."”

Unlocking Growth

Finding the right funding source to scale an organization is
important, butit’s only the first step. The high-growth nonprofits
in our study also invested significant amounts of time and
money to develop their ability to attract and solicit the right kinds
of funding. The organizations that grew the most brought in
talent and built organizations that support a high-growth strat-
egy. As Catherine D’Amato, chief executive officer of the
Greater Boston Food Bank, states, “We started as a charity and
became a charitable business.”

For example, Help USA, a housing organization, created a
finance staff of more than 30 people to apply for and manage
complicated government contracts. The Oregon Food Bank built
a $10 million distribution center that can handle both fresh
and frozen food, which greatly expanded the range of food dona-
tions it can accept. And Opportunity International cultivated a
sophisticated fundraising group that is on par with those of the
best universities and medical centers.

Many leaders of high-growth nonprofits experienced a
pivotal point when they needed to bring in new talent. Typi-
cally, there was a strong tension between promoting internal,
often program-oriented employees and hiring external candi-
dates with deep experience in areas like marketing or logistics.
Introducing new blood into critical roles, though vital, is usu-
ally trying. Similar tensions often arise when someone with a
greater focus on management takes over from a visionary
leader.

Bill Milliken, founder and vice chairman of Communities in
Schools, recently elevated a new president within the organi-
zation. “The "60s saw a lot of great movements that died,” he
says. “They were led by great frontier people who couldn’t
relate to the settlers. They wanted new ideas but didn’t build orga-
nizations. Passjon and professionalism keep them in balance.”

Many high-growth leaders also concluded that “virtuous and
poor” was not the best way to fulfill their missjons. For orga-
nizations built on the passion of committed program people,
this represented a real cultural shift. Focusing on dollars and
cents was not what brought them into the sector. And with so
many problems to address, the idea of reserving money to cre-
ate financial stability or to fund future capacity was often
deeply, even morally, uncomfortable. But they realized that to
fulfill thejr missions they needed to spend as much time, or
more, on margins.

in talent and built organizations that support
a high-growth strategy.

When Patrick Lawler arrived at Youth Villages in 1980 as the
new chief executive officer, he was just 24 years old. “I'd been
a probatjon officer,” recalls Lawler. “I'd never seen a budget. I
didn’t know anything about management. What I knew about
was how to take care of tough kids. For my first two or three
years, I acted like we were a charity and we had to take in just
enough money to pay the bills. Around 1982, one of our board
members told me how we had to have margins or we couldn’t
run our business. Not a charity, a business. We were running on
extremely limited resources and raising money via yard sales,
car washes, and garage sales. That board member opened my
eyes to a broader future.”

In 1984, Youth Villages began focusing on its financjal mar-
gins and launched its first capital campaign. The money raised
was used to acquire land in the middle of Tennessee for a resi-
dential facility. This helped Youth Villages grow from a western
Tennessee service provider to one that served the entire state.
Having identified the state as jts dominant funding source,
Youth Villages proposed a contract structure that reduced the
state’s financial burden during a time of financial crisis. “We con-
vinced the state that they shouldn’t be buying beds. They should
buy outcomes, successful outcomes.” Youth Villages made sure
it was in the business of providing those outcomes —adding ser-
vices, such as family-based, in-home counseling, to do so. Today,
Youth Villages has over $70 million in revenue and has had an
annual growth rate of more than 20 percent since 1990.

Focusing on margins is not just about growing revenues. It
is also about controlling costs. Core to the success of the
NWTFs special events is supplying auction items and gifts — what
it calls “banquet-in-a-box” — to each chapter that is having a
fundraising banquet. Originally, the natjonal office had multi-
ple retailers ship their wares to each local event. Then they cen-
tralized purchasing, built a warehouse, and shipped just one pack-
age to each location. Now the organization orders many of its
banquet supplies (such as diamond bracelets, guns, and gas
grills) directly from the manufacturers, including some in China.
“We had been running it like a small business, but then we real-
ized we had grown far beyond that,” says Chief Financjal Offi-
cer James Sparks. These moves have reduced costs by more than
70 percent. As Sparks notes, “To save a dollar is as good as to
earn a dollar.”

Limits to Growth

Growth is not always the right choice, or even a possible choice,
for an organization. Some missions simply do not have many
(or any) natural large-scale funders. And when money is avail-
able, it often comes with restrictions that can drive an organi-
zation off course. Above all, it is important to remember just
how rare it is for a nonprofit to get big. These 144 high-growth
organijzations, although greater in number than one might
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expect, represent less than one-tenth of 1 percent of the non-
profits founded since 1970. Knowing when not to pursue
growth is as important as knowing what may improve the odds
of success when you do try to grow.

Timing can have a major influence over a nonprofit’s abil-
ity to raise money and to grow. Some nonprofits have the good
fortune of being founded during a period of heightened inter-
est in their missjon. Take environmental and international aid
groups, for example. About 70 percent of all U.S. environ-
mental groups over $50 million in size were founded in or after
1970. And about 40 percent of all U.S. international aid groups
were founded since 1970. By contrast, only 15 percent of all edu-
catjonal groups and 16 percent of all arts and culture organi-
zations of that size were founded during that period."

Before 1970, the environmental movement was still in its
infancy. Many experts point to the first Earth Day on April 22,
1970, as the real awakening of the movement. Hence, itisn’t sur-
prising that environmental groups starting in or after 1970 had
abetter chance of growing rapidly during a period in which pub-
lic concern about the issue was also growing rapidly. Judith
Keefer of the Natural Resources Defense Council, which was
established in 1970, explains: “The issues took off. It’s the macro
stuff.” International aid organizations seem to have experi-
enced similar growth after the Ethjopian famine of 1984.

Growth can also be limited by nonprofits’ missions and
activities. For instance, funding for services — be it from gov-
ernment, individuals, or corporations —is more readily available
than funding for advocacy. Less than 5 percent of the organi-
zations in this study cite advocacy as their central activity. The
Oregon Food Bank provides a good illustration. Its mission is
to “eliminate hunger and its root causes, because no one should
be hungry” In 2003, the organjzation was approximately $55
million in size, with more than two-thirds of that support com-
ing from in-kind corporate contributions of food. Although the
Oregon Food Bank cares deeply about policy issues and willingly
takes controversial stands on such issues as the minimum wage,
its primary program, the one that has recejved the most fund-
ing, is providing food to people who need it.

Most of the nonprofits that we studied also report that
their programs or operations were restricted as a result of their
dominant funding source. Some organizations choose to give
up funding in order to avoid having to change their missjons,
whereas others choose to make adjustments. In housing, for
example, government funding now favors giving housing
directly to individuals rather than developing facilities, and so
Help USA has had to modify its programs to accommodate that
shift. Likewise, federal testing objectives have narrowed schools’
focus to very specific reading objectives, forcing Success for All
to modify its programs.

PSIhas developed a creative way to manage these tensjons.
PSI receives funding from a wide range of federal and inter-

national bodies, each of which carries some restrictions. PSI has
developed terms to identify activities that are off-mission (the
“mush”) and those that are on-mission but inefficient (the
“yuck”). At times PSI must conduct activities that are mush or
yuck to satisfy the interests of important funders. Nevertheless,
its leadership is always cognizant of the percentage of its work
that falls into these two categories.

Finding the Right Path

The fact that so many nonprofits have gotten big in recent
decades is encouraging. It demonstrates that organijzations
tackling solutions to social problems can grow to large scale. But
not all paths and practices are equal. As is the case in business,
nonprofit leaders must consider the best long-term path for their
organizations, whether that is choosing to stay small or trying
to grow.

The good news is that nonprofit executives and board mem-
bers pursuing expansion do not have to resort to guessing or hop-
ing. With large-scale funding, there are rules to the game, even
if at times they may seem unfair or opaque. If nonprofit lead-
ers become more systematic in evaluating how (and whether)
to pursue large-scale growth, boardroom conversations could
become more productive, greater numbers of those in need
could receive help, and scarce social resources could be better
deployed. [J
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