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Executive Summary

The current economic recession, combined with growing concern about stewardship of donated funds
following the Madoff scandal, has greatly impacted nonprofit fundraising efforts. This has resulted in
major cash flow crises for many nonprofits, now faced with decisions of downsizing, shutting down
projects, and closing doors altogether. News headlines have highlighted the massive declines in
endowments for large institutions such as universities, but small and medium-sized nonprofits have
been affected as well. This report examines the state of the nonprofit sector in New York City, and
discusses the role of special events to address fundraising challenges as a mechanism for
communication and donor cultivation.

Snapshot of Nonprofits in New York

According to the National Center for Charitable Statistics, there were over 60,000 public charities (501c3

organizations) in New York State. Of these, 43% (or about 26,000) filed with the IRS. For the purposes

of this report, we will focus on the organization
sectors by number of organizations were Arts/Culture/Humanities organizations (16%), Education (15%),

and Health/Medical (14%).
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In contrast, the largest sectors by revenue were Health/Medical ($63.3B), Education ($32.3B), and
Human Services (511.1B).
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Within New York State, there is a concentration of nonprofit organizations in New York City. The

distribution of organizations, revenue, and assets are detailed by borough below.

Number of Total Revenue
_ Organizations Reported on Form 990 Assets Reportt:d on
Filing Form 990 * * Form 990

Bronx 1,048 2% 7,664,106,034 3% 9,274,062,459 2%

Brooklyn 3,438 6% | 11,449,056,402 5% | 10,855,032,525 3%

Manhattan 15,171 28% | 140,637,473,883 | 57% | 254,451,514,195 | 64%

Queens 2,260 4% 6,748,048,395 3% | 11,924,762,509 3%
Staten

Island 598 1% 1,531,328,101 1% 1,424,978,089 0%

Total in NYC | 22515 41%| 168,030,012,815 69%| 287,930,349,771 72%

Source: National Center for Charitable Statistics




Nonprofit Fundraising Sources

By a significant margin, the primary source of funds for nonprofits is individuals (76%), compared with
foundations (12%), bequests (8%), and corporations (4%).

Charity Revenue Sources

B Individuals
® Foundations
Bequests

Corporations

Source: National Center for Charitable Statistics

Current market conditions (i.e. recessionary pressures combined with a greater demand for social
services) provide a glaring need for the nonprofit sector to seek alternative streams of revenue or risk
closing much-needed programs or shutting down completely. While these statistics provide an overview
of the entire nonprofit sector, many nonprofits fall short of this diversified portfolio of revenue streams.
In fact, several smaller and medium sized nonprofits receive significant funding from government grants
and private foundations, with are often restricted funds. To ensure a strong safety net of unrestricted
funds, nonprofits must increase the number of individual donors through an investment in
communications, donor cultivation, and branding. One strategy that accomplishes all of these is to
cultivate individual giving through special events.

Individual Giving

Giving USA estimates that total individual giving in the US was $222.9B in 2006. Since individual giving
accounts for more than three-quarters of all revenue for nonprofits, it is important to analyze the giving
patterns of individuals to determine what types of donors are best suited for a specific organization. As
expected, there is a strong positive correlation between household adjusted gross income (AGl) and
average itemized contributions reported.
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SOURCE: Internal Revenue Service, Charitable Giving by Households that Itemize Deductions

However, a recent New Ylhantdblyidclined pesple are ahxiows.|Claritiesn ot e s
like businesses and families, have suffered in the economic maelstrom, while their services are needed

more than ever. But donors fear they can no longer afford to give as much as they once did.” (In

Uncertain Times, Donors Hold Bagkw York Times, 2/25/09)

Special Events

In 2003, New York City-based nonprofits raised over $120M from special events. While this accounted
for a small percentage of overall revenue, special events are a critical component to any diversified
development strategy. Special events serve three primary purposes: (1) raise funds; (2) communicate
with key stakeholders; and (3) cultivate relationships with donors. Particularly in a critical time when
nonprofits are scaling back operations to stay alive, they risk alienating relationships with existing
donors and turning off potential donors. "Difficult economic times require our sector—foundations and
nonprofits alike—to break out of our silos and come together for creative thinking, open conversation,
and strategic collaborations," said NYRAG's Brown. (Foundation Center Press Release, 11/19/08)

Fundraising experts provide hope in a time of turmoil. A recent article by the Philanthropy Journal
highlighted that wealth and giving patterns for households tend to be more stable than those of capital
markets or personal income and high-net-worth donors are committed to the ongoing success of the
nonprofits they support. Experts also say the tough economy may be the perfect time for nonprofits to
get back to fundraising basics.

Nonprofits should make sure their fundraising is in sync with their mission; better
understand and engage their donors; tell their story simply, clearly and with passion;
continue to ask; and ask for right support, which means the kind of support they actually
need.

(Broken Economy Holds Fundraising Promise, Philanthropy Journal, 1/15/09)
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Another effective use of special events is to reach a new donor base, such as young professionals. As
young professionals begin to select the philanthropic causes they will likely support, it is critical to tailor
communication and cultivation strategy to meet the needs of these donors. Development professionals
must ask questions such as the following: What types of events and messaging appeal to each segment
of my donor base? Do | have a well-rounded event strategy to ensure that | am reaching each of these
segments? Market research by Grizzard Communications Group showed that younger donors (age 25—
34) planned to actually increase giving while other age groups planned to give the same or less. Laurel
DiBrog, Vice President of planning and public affairs for the Roswell Park Cancer Institute in Buffalo,
N.Y., agreed. “ nlorder to tap this market, you have to relate to them and understand that word of
mouth and establishing an emotional connection is key.” (Association of Fundrai si
9/22/08)

In a case study from Advocates for Children of New York, a $3M educational advocacy organization, the

organization was able to successfully cultivate a relationship with the young professional segment

through these introduction of a new “young profes
was a cocktail reception and dance held at a popular nightlight hotspot, rather than a formal seated

dinner gala. Advocates for Children was able to net $40K in its first year, and subsequently netted about

S80K and $90K in following years. Another effect of this event is that the organization introduced a

Junior Board based on relationships it developed through the event, which is now extremely active in

fundraising and policy initiatives.

Special Events in Challenging Economic Times

Given the importance of communication, branding, and creative fundraising strategies, well planned
special events provide a solution to many of the challenges facing nonprofits during these challenging
economic times. "This is the time to invest an even greater amount of time, energy and resources in
continuing to cultivate relationships with donors and prospective donors," says Robbe Healey, senior
member of Farr Healey Consulting and chair of the Association of Fundraising Professionals. Healey also
recommends integrating this effortintotheor gani zat i o n "Tee whole dldainthasypu p | an .
are positioning yourself in a competitive environment, making sure donors know who you are and what
you do, so it's cultivation and stewardship of donors and safeguarding and interpreting your brand for
the public." (Communication Key to Recession Fundraising, Philanthropy Journal, 1/15/09) As this
evidence suggests, in a fundraising environment which is growing more competitive, it is critical to
assess the role of special events as part of a comprehensive development strategy.

For more information, please contact Lisa Chun at lisa@elisabethevents.com
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