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Preface

he first edition of Nonprofit Management: Principles and Practice was published by SAGE in 2009,

the second edition in 2012, and the third edition in 2014. It is striking how much the landscape of the

nonprofit sector has continued to change over the years, requiring frequent updates to stay current
with the state of the field in nonprofit management.

Changes reflected in this fourth edition of the book include, most obviously, certain data, but also
trends, new concepts and research, and new cases that have drawn attention since the third edition was
completed. The inevitable lag between research and writing and publication often means that readers
should be alert to changes that may have occurred during the process of updating the book. Thus, even
this fourth edition may have some obsolescence by the time it reaches the reader. There are reminders
of this reality throughout the book, and it is recommended that students consult referenced websites and
other resources on points that seem subject to change.

It is, of course, impossible to know what economic conditions will prevail when this book reaches its
readers. The recession that began in 2007, what some people called the Great Recession, took a signifi-
cant toll on many nonprofit organizations, resulting in decreased financial resources at a time when the
demand for services was increasing. By 2015, the economy had recovered by many measures. Perhaps by
the time this fourth edition reaches its readers, the economy will have continued to grow. Or, perhaps, it
will again have slipped into recession. It is impossible to predict. In any case, effects of the financial crisis
that occurred at the end of the preceding decade are likely to linger. It produced a heightened awareness
of financial uncertainty, the need for nonprofits to use resources efficiently and effectively, and the impor-
tance of achieving diverse revenue sources to weather various economic scenarios. Those lessons have
brought permanent change to our thinking about the management of nonprofit organizations. It seems
likely the nonprofit sector will continue to face new opportunities and challenges in the years ahead.

New to This Edition

This fourth edition includes a number of changes from the third. First, chapter topics continued from the
previous edition all have been updated to reflect new data, new research, and recent events. For example,
new principles and standards released by Maryland Nonprofits in 2014 and by Independent Sector in
2015 are reflected in the chapters concerning governance (Chapter 4) and accountability (Chapter 6).
In response to reviewer comments, some topics from the previous edition have been reorganized and
expanded. For example, new material has been included on managing governing boards, including board
development and the role of board professionals; the use of social networks and social media in market-
ing; fundraising on the Internet; risk management; crisis communications; human resource management;
and employment law, among other topics.

The chapter on developing strategy and building capacity (Chapter 7) brings together topics that appeared
in various sections of the third edition. In addition, coverage of those topics has been thoroughly updated
and expanded. This reorganization provides a more even flow to the text. A new chapter (Chapter 8) dis-
cusses collaboration, partnerships, and mergers among nonprofits, reflecting the growing importance of such
relationships. Among new material in this chapter is an expanded discussion of cross-sector collaborations

W Xix
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and collective impact. The chapter on financial management (Chapter 12) has been relocated earlier in
the text, consistent with the order in which some reviewers cover the topic in their courses. Chapters
on social entrepreneurship and innovation (Chapter 16) and on international and global organizations
(Chapter 17) have been substantially revised from the third edition. The chapter on social entrepreneur-
ship has been expanded to include a discussion of how existing nonprofit organizations can develop
and maintain a culture of continuous innovation. Learning objectives related to each chapter are a new
feature in this edition,

New cases have been developed for this fourth edition, encompassing recent events and new
approaches. New cases related to specific chapters include Brian Gallagher’s leadership of change at
United Way; the merger of N Street Village and Miriam’s House; the Corcoran Gallery of Art and Corcoran
School of the Arts and Design; and Aspire CoffeeWorks. Cases retained from the third edition all have
been updated to reflect new developments. Some reviewers of the third edition suggested including
longer cases that could be used in discussions that would cut across chapters. In response to that useful
idea, a new feature in this edition is an Appendix that includes three longer, more comprehensive case

studies regarding organizations in different subsectors: New York City Opera, Share Our Strength, and
the Y (YMCA).

Philosophy of This Book

A Balanced Approach

Students reading this book are likely to have varied backgrounds. Some may be undergraduates who do
not yet have substantial work experience and perhaps wish to explore nonprofit management as a pos-
sible career direction. Others may be graduate students who have an interest in nonprofit careers but have
not previously studied management. Still others might have studied management but may have limited
knowledge of the unique values, characteristics, and circumstances of the nonprofit sector or how the
management principles they know can be applied in the nonprofit environment. Yet others may be indi-
viduals with considerable experience working in nonprofit organizations who are pursuing further study
to increase and broaden their understanding and professional skills.

Some students reading this book may be undergraduates taking a course that is an introduction to the
nonprofit sector. Others may be enrolled in a program leading to a master’s degree in nonprofit manage-
ment. Some may be pursuing a master’s degree in business, social work, public administration, or public
policy, with a concentration in nonprofit management. Still others may be taking only one course in
nonprofit management as an elective in their undergraduate or graduate degree program, seeking only a
broad and general orientation to the field.

Given this diversity of backgrounds and goals often found among students taking a course in nonprofit
management, a textbook that seeks to provide an overview of the field must include both theoretical
concepts and practical applications; it must cover some basics as well as intellectually stimulating issues;
it must be both rigorous and accessible to students of varied academic backgrounds; and it must provide
both a foundation of knowledge that may serve as a springboard to more advanced study and a compre-
hensive overview for those students whose one experience with the field will consist of a single course.

This book strives to address all these diverse needs and interests, with the author’s humble recogni-
tion that it may not succeed in meeting all of them for all students. It attempts to provide a comprehensive
exposure to topics relevant to the field of nonprofit management, but it obviously must be selective in its
discussion of those topics. This intended balance between comprehensiveness in topics and selectivity
in their treatment may frustrate some readers. Some may find their appetites whetted but unsatisfied by
the quick tour provided in some parts of the book. It is possible that others may find that some chapters
include ideas they have seen before in other courses.
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Students are encouraged to tailor their use of the book to their own interests and backgrounds. Readers
who, for example, already have studied some of the organizational and management theories we will
discuss are encouraged to read relevant sections as a refresher but to pay closer attention to material that
is new to them. Those to whom the theories are new, and who find their discussion in this book to be
too brief, are encouraged to explore the additional resources suggested throughout the book. In sum, it
is hoped that this book may provide a kind of comprehensive menu, from which students may select the
topics or approaches on which they wish to “click” for more information. Both novices and more expe-
rienced individuals may find it a foundation on which they can build, seeking appropriate avenues for
further information and learning. And, in all likelihood, professors also will elaborate on some topics and
skip lightly over others, as they sense the tempo of their individual classes.

Focus on Charitable Nonprofits

As will be discussed in Chapter 2, the nonprofit sector encompasses an amazing array of organizations
with different characteristics, structures, and purposes. This book focuses primarily on that category
known as charitable nonprofits and, in particular, those that provide services, such as education and
research, health care, arts and cultural programs, and social and legal services. The following chap-
ters also will sometimes mention member-serving organizations—for example, trade and professional
associations—but primarily as points of contrast with charitable nonprofits. Religious congregations make
up a significant component of the overall nonprofit sector, but religion is the subsector that is the least
professionalized—that is, it employs relatively few professional managers. Thus, this book does not devote
significant discussion to the management of churches, synagogues, mosques, or other religious congrega-
tions. We will discuss foundations, but primarily as sources of support for service-providing nonprofits;
we will not discuss the management of foundations per se. This book does not exclude, but also does
not emphasize, those nonprofits that are primarily advocacy organizations, also known as social welfare
organizations. While they are nonprofits, they are also different from charitable nonprofits in important
ways, as we will discuss further in Chapter 2. Of course, some principles of governance, leadership, and
management discussed in this book apply to all nonprofits and will be of relevance to students intending
to work in any component of the nonprofit world.

Focus on U.S. Nonprofits

This book includes a chapter on nonprofits in the global environment, but it primarily addresses the man-
agement of nonprofit organizations in the United States. The American nonprofit sector is the largest in the
world; it operates under unique cultural, economic, and legal circumstances. It is where most American
students of nonprofit management will pursue their careers. In addition, as governments around the world
seek to reduce their expenditures and devolve many functions to nonprofit organizations, many also are
looking to relevant aspects of the American model in developing their own nonprofit sectors. Thus, even
for students primarily interested in working on the international stage, an understanding of nonprofit
management in the United States is both relevant and useful. Indeed, I have been gratified to learn that
previous editions of this book were adopted by professors in countries outside of the United States.

~ Overview of the Book

The first three chapters of this book provide an orientation to the nonprofit sector and a theoretical
foundation for the more applied topics considered later. Chapter 1 provides an introduction to nonprofit
management, both as a profession and as an academic field of study, and offers a justification for studying
the topic as distinct from management in government or business. Chapter 2 offers a look at the structure,
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boundaries, and characteristics of the nonprofit sector and establishes some basic definitions. Chapter 3
expands our understanding of the nonprofit sector by reviewing theories that explain its existence and its
role in relation to government and business. That chapter also examines selected theories that describe
the nature of nonprofit organizations and explain their behavior.

The next two chapters, Chapters 4 and 5, consider the roles and responsibilities of governing boards
and nonprofit chief executive officers (CEOs) and the ways in which these two vital actors interact in
leading organizations. The nonprofit governing board has functional, moral, and legal responsibilities.
Nonprofit chief executives, whether titled “executive director,” “president,” “CEO,” or something else,
lead their organizations in a complex and dynamic environment that will be described. The partnership
between the CEO and the board is critical to a well-operating and effective organization.

The next six chapters focus on applied aspects of nonprofit management. Chapter 6 reviews the
increasing demands for nonprofit accountability and various approaches to measuring the performance
of nonprofit organizations. Chapter 7 discusses the development of organizational strategy and the tools
of strategic planning and strategic management now employed by many nonprofits. Strategic planning
is often the first step in the larger undertaking of building the organization’s capacity or its ability to
achieve the goals identified in the plan; thus capacity building also is considered in this chapter. Chapter 8
explores collaborations and partnerships among nonprofit organizations and those that cross the sectors.
In addition, recent years have brought mergers of nonprofit organizations, a topic that is also considered in
Chapter 8. Chapter 9 discusses both the theory and the practice of human resource management in non-
profit organizations. One of the significant differences between many nonprofits and business or govern-
ment is the substantial employment of volunteers to provide the organization’s core services. Management
of an unpaid workforce requires an understanding of human motivation and skill in managing effective
relationships between an organization’s volunteers and its paid professional staff. Chapter 10 considers the
management of programs for communication and marketing, essential for organizations that are highly
interactive with and dependent on the world around them. This section concludes with Chapter 11, which
discusses advocacy and lobbying, important activities for many nonprofit organizations that seek to affect
social change.

The next section of the book, encompassing four chapters, is concerned with the acquisition and
management of resources. The securing of revenue and the management of financial resources are interre-
lated activities. Like many of the topics covered in this book, financial management is large, complex, and
important. Chapter 12 provides a few basic concepts and directs students to additional sources from which
they can obtain the more detailed understanding they may seek. Chapter 13 discusses principles of raising
philanthropic funds from individual, corporate, and foundation donors. Chapter 14 explores the subject
of nonprofits’ earned income—that is, efforts to generate revenue through activities other than traditional
philanthropy. That chapter explores the myriad and growing commercial partnerships between nonprofit
organizations and corporations, including cause-related marketing, sponsorships, licensing agreements,
joint ventures, and others. It also considers nonprofit business ventures, the development of revenue-
generating activities that provide a stream of revenue to support mission programs. Chapter 15 considers
principles involved in securing and managing grants and contracts from government, a significant source
of revenue for many nonprofits.

The final section of the book includes two chapters that expand our perspective. Chapter 16 examines
social entrepreneurship and social innovation. As discussed later in the text, this topic is not necessarily
synonymous with the generation of earned income revenue or even with the adoption of business meth-
ods by nonprofit organizations. Nor is it always synonymous with the founding of new organizations.
Rather, by the definition used in this book, it includes innovations that lead to “wide-scale change at the
systemic level” (Leviner, Crutchfield, & Wells, 20006, p. 89). In other words, social entrepreneurship is
related to social innovation, regardless of the specific methods or financial sources that may be involved.
Chapter 17 looks beyond the United States to discuss the work of nonprofit organizations internationally.
The Conclusion offers some of my final reflections and observations.
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Students may observe that the book does not include a chapter on nonprofit law. Nonprofits are subject
to a large and growing body of law at the local, state, and federal levels. However, I decided to discuss
aspects of nonprofit law in the various chapters where they are most relevant rather than in a separate
chapter. The book provides references to other resources for students who may want to know more. The
book also does not include a separate chapter on ethics; rather, ethical issues are addressed at relevant
points throughout the text, for example, in the discussion of Chapter 6 concerning accountability and in
the ethical scenarios proposed for discussion at the end of Chapter 13 on philanthropic fundraising. At
least one reviewer of the third edition suggested adding a chapter on risk management, an important topic
in nonprofit management. Given the limitations of length, it was not practical to do so, but a discussion of
risk management is included in relevant sections of other chapters.

Again, all the following chapters draw on the theoretical and academic literature as well as the writing
of experienced practitioners and consultants. Key points are illustrated with actual cases, some drawn
from the daily headlines. Students are encouraged to include the cases in their reading of each chapter,
to consider the questions suggested for discussion of the cases, to consider the broader Questions for
Discussion provided at the end of each chapter, and to think about the relevance of what they are reading
to any nonprofit organizations with which they may have personal experience. Most also will find that the
daily news within the span of almost any semester or academic year includes stories that relate to nonprofit
organizations and provide real-time cases that illustrate points discussed in this book.

A

Ancillary materials further support and enhance the learning goals of the fourth edition of Nonprofit
Management. These ancillary materials include:

Instructor Resources

Test banks with multiple choice, true/false and essay questions for each chapter
Editable chapter-specific PowerPoint slides

Sample course syllabi

Chapter outlines

Case activities

Discussion questions for each chapter

Student Resources

e Video and multimedia links

e EXCLUSIVE! Access to certain full-text SAGE journal articles that have been carefully selected for
each chapter

Visit study.sagepub.com/worth4e to access the support materials for Nonprofit Management, Fourth
Edition.
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