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PrEfACE  
This summary contains the Executive Summary and Policy recommendations from the report, Overlooked and 
Undercounted: The Struggle to Make Ends Meet in New York City. The full report, as well as a datafile of tables 
providing borough specific information for 152 family types, is available at www.selfsufficiencystandard.org or  
www.wceca.org. This report was authored by Dr. Diana M. Pearce and produced by the Center for Women’s 
Welfare at the University of Washington.

For the past 14 years, Women’s Center for Education and Career Advancement (WCECA) has arranged for 
the update of The Self-Sufficiency Standard for New York City in 2000, 2004, and 2010. The Self-Sufficiency 
Standard for New York City 2014 is the fourth edition. For the first time for New York City, this report combines 
two series—the Self-Sufficiency Standard plus Overlooked and Undercounted—into one report which provides 
a new view of how the Great Recession has impacted the struggle to make ends meet. 

The Self-Sufficiency Standard for New York City measures how much income a family of a certain composition 
in a given place must earn to meet their basic needs. The Overlooked and Undercounted series answers the 
questions of how many households live below the Self-Sufficiency Standard for New York City and what are the 
characteristics of these households. Employers, advocates, and legislators can use it to evaluate wages, provide 
career counseling, and create programs that lead to economic self-sufficiency for working families. 

ACKNOWLEDGEMENTS
This report has been prepared with the essential help of the staff at the Center for Women’s Welfare at the 
University of Washington, particularly Lisa Manzer and Karen Segar. We also wish to thank WCECA, which 
assisted in the development of this report and its release, especially Merble Reagon and Melissa Berube. 
Additionally, we would like to acknowledge the contribution to the development of the first “Overlooked and 
Undercounted” report of Rachel Cassidy, demographer, as well as the editorial contributions of Maureen Golga 
and Aimee Durfee, and the statistical contributions of Bu Huang for past reports.

The Women’s Center for Education and Career Advancement would like to thank the steering committee 
consisting of the following people and their agencies for their support and assistance in the development of 
Overlooked and Undercounted: The Struggle to Make Ends Meet in New York City: 

Sheena Wright, Nicole Gallant, Loren K. Miller, Suzanne Towns, and Lesleigh Irish-Underwood, United Way of • 
New York City;
Patricia White, The New York Community Trust; • 
Jilly Stephens and Kate MacKenzie, City Harvest; • 
James Krauskopf, Baruch College School of Public Affairs;• 
Jennifer March, Citizens’ Committee for Children of New York;• 
Jennifer Jones Austin & Bich Ha Pham, Federation of Protestant Welfare Agencies; • 
Mae Watson Grote & Haidee Cabusora, Financial Clinic;• 
James Parrott, Fiscal Policy Institute; and,• 
Joel Berg and Lisa Levy, New York City Coalition Against Hunger.• 

We would also like to thank United Way of New York City, The New York Community Trust, and City Harvest 
for their generous funding which made this report possible.

Dr. Diana Pearce developed the Self-Sufficiency Standard while she was the Director of the Women and 
Poverty Project at Wider Opportunities for Women (WOW). The Ford Foundation provided funding for the 
Standard’s original development. The conclusion and opinions contained within the report do not necessarily 
reflect the opinion of those listed above or WCECA. Nonetheless, any mistakes are the author’s responsibility.



KEY FINDINGS & RECOMMENDATIONS | 1

More than two in five New York 
City households—over 940,000 
households—lack enough income to 
cover just the necessities, such as food, 
shelter, health care and child care. Yet 
as measured by the federal poverty 
level (FPL), less than half that number is 
officially designated as “poor.” Moving 
from statistics to people, this translates 
to over 2.7 million men, women, and 
children struggling to make ends meet 
in New York City. Consequently, a large 
and diverse group of New Yorkers 
experiencing economic distress is 
routinely overlooked and undercounted. 
Many of these hidden poor are 
struggling to meet their most basic 
needs, without the help of work supports 
(they earn too much income to qualify 
for most, but too little to meet their 
needs). To make things even worse, their 
efforts are aggravated by the reality 
that the costs of housing, health care, 
and other living expenses continue to 
rise faster than wages in New York City.

To document these trends, we use 
the yardstick of the Self-Sufficiency 
Standard. This measure answers the 
question as to how much income is 
needed to meet families’ basic needs at 
a minimally adequate level, including 
the essential costs of working, but 
without any assistance, public or private. 
Once these costs are calculated, we 
then apply the Standard to determine 
how many—and which—households 
lack enough to cover the basics. Unlike 
the federal poverty measure, the 
Standard is varied both geographically 
and by family composition, reflecting 

the higher costs facing some families 
(especially child care for families with 
young children) and in some places.

This report combines two series—the 
Self-Sufficiency Standard plus 
Overlooked and Undercounted—into 
one to present a more accurate picture 
of income inadequacy in New York City. 
The first section of the report presents 
the 2014 Self-Sufficiency Standard 
for New York City, documenting how 
the cost of living at a basic needs level 
has increased since 2000. The second 
section uses the American Community 
Survey to detail the number and 
characteristics of households, focusing 
on those below the Self-Sufficiency 
Standard. The report addresses several 
questions:

How much does it cost to live—at a •	
minimally adequate level—in New 
York City and how does that vary by 
family type and place in the city? 
How many individuals and families in •	
New York City are working hard yet 
unable to meet their basic needs? 

Where do people with inadequate •	
income live and what are the 
characteristics of their households?
What are the education, occupation, •	
and employment patterns among 
those with inadequate income?
What are the implications of these •	
findings for policymakers, employers, 
educators, and service providers?

We find that New York City families 
struggling to make ends meet are 
neither a small nor a marginal group, 
but rather represent a substantial 
and diverse proportion of the city. 
Individuals and married couples with 
children, households in which adults 
work full time, and people of all racial 
and ethnic backgrounds account for 
substantial portions of those struggling 
to make ends meet in New York City. 

THE SELF-SUFFICIENCY STANDARD: A 
MEASURE OF ADEQUATE INCOME

The Self-Sufficiency Standard was 
developed to provide a more accurate, 
nuanced, and up-to-date measure of 

ExECUTIvE SUMMARY

table a. Self-Sufficiency Standard for New York City 
Select Family Types, 2014

1 adult
1 adult 

1 Preschooler 2 adults
2 adults 

1 Preschooler

2 adults 
1 Preschooler 
1 school-age

Bronx $26,951 $52,776 $37,488 $58,450 $70,319

Northwest Brooklyn $34,746 $62,385 $44,880 $67,719 $79,138

Brooklyn (Excluding 
Northwest Brooklyn) $28,861 $55,059 $39,074 $60,528 $72,160

North Manhattan $27,126 $53,571 $39,164 $60,872 $73,758

South Manhattan $48,520 $81,434 $60,135 $86,146 $98,836

Queens $32,432 $59,502 $42,577 $64,961 $76,376

Staten Island $29,015 $55,370 $39,553 $61,178 $73,015
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income adequate for basic needs. The 
Standard reflects the realities faced by 
today’s working parents and includes all 
major budget items faced by working 
adults: housing, child care, food, 
health care, transportation, taxes, and 
miscellaneous costs plus an emergency 
savings fund. 

The Standard is a “bare bones” budget 
appropriate to family composition; 
it does not include any restaurant or 
take-out food or credit card or loan 
payments. The Standard is calculated 
for 37 states and the District of 
Columbia. It uses data that are drawn 
from scholarly and credible sources such 
as the U.S. Census Bureau, and that 
meet strict criteria of being accurate, 
regularly updated using standardized 
and consistent methodology, and 
which are age- or geography-specific 
where appropriate. For New York 
City, the Standard is calculated for all 
boroughs and 152 possible household 
compositions.

What it takes to become self-sufficient 
in New York City depends on where 
a family lives, how many people are 
in the family and the number and 
ages of children. For example, for a 
family consisting of two adults with a 
preschooler and a school-age child, 
South Manhattan has the highest Self-
Sufficiency Standard at $98,836 per 
year. Northwest Brooklyn comes in a 
distant second at $79,138, and the 
least expensive area is the Bronx, with 
a Standard of $70,319 for this family 
type (see Table A). 

Overall, since 2000, for a family 
with two adults, a preschooler, and 

school-age child, the Self-Sufficiency 
Wage—the wage a household requires 
to be self-sufficient—has increased 
on average by 45%, largely due to 
housing costs increasing 59% across 
boroughs. In contrast, the median 
earnings of working adults have 
increased only 17% over the same 14 
years (see Table B).

KEY FINDINGS

With more than two out of five New 
York City households lacking enough 
income to meet their basic needs, 
the problem of inadequate income is 
extensive, affecting families throughout 
the city, in every racial/ethnic group, 
among men, women, and children, 
in all neighborhoods. Nevertheless, 
inadequate income is concentrated 
disproportionately in some places and 
groups.

geogRaPhIcally, the bRonx 
has the hIghest Rate oF 
Income Inadequacy and south 
manhattan, noRthwest bRooKlyn 
and staten Island aRe the lowest. 

With over half (56%) of all households 
below the Standard, the Bronx has the 
highest overall income inadequacy rate 
of the five boroughs. Within the Bronx, 
there are four districts/neighborhoods 
with income inadequacy rates over 75%, 
and four more with rates above 50%. 
However, every borough has at least 
one district with an income inadequacy 
rate above 50%, except Staten 
Island. While Staten Island, Northwest 
Brooklyn, and South Manhattan have 
the lowest rates of income inadequacy 
(29%, 29%, and 27%, respectively), 
most New Yorkers with incomes below 
the Standard live in the boroughs with 
income inadequacy rates that are 
near the citywide average: Queens 

table b. The Self-Sufficiency Standard and NYC Median Earnings Over Time:  
Two Adults, One Preschooler, and One School-Age Child in 2000 and 2014

boRough 2000 2014
% INCREASE: 

2000 TO 2014

THE BRONx $48,077 $70,319 46%

BROOKLYN $49,282 - -

NORTHWEST BROOKLYN* - $79,138 46%

BROOKLYN  
ExCLUDING NORTHWEST BROOKLYN)* - $72,160 41%

NOrTH MANHATTAN $52,475 $73,758 30%

SOUTH MANHATTAN $75,942 $98,836 49%

QUEENS $51,281 $76,376 43%

STATEN ISLAND $50,972 $73,015 45%

boRough aveRage 45%

NYC MEDIAN EARNINGS** $29,079 $34,019 17%

* 2014 is the first year that Brooklyn has been calculated for two areas.
** U.S. Census Bureau, American Community Survey (ACS). 2000 and 2012. Detailed Tables. B20002. “Median earnings in the 
past 12 months by sex for the population 16 years and over with earnings in the past 12 months.” Retrieved from http://factfinder.
census.gov/. 2012 data is the latest available and is updated using the Consumer Price Index for the New York metropolitan 
region.  
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FIguRe 1. Profile of households with Inadequate Income: new york city 2012 
Each image represents the 941,856 households and 2.7 million individuals living below the Self-Sufficiency Standard in NYC.

18-24 25-34 35-44 45-54 55-64

TWO +ONENONE

Number of Employed Workers
17% of households below the Standard in NYC have no workers,
55% have one worker, and 28% have two or more workers.

Educational Attainment
Among NYC households below the Standard, 26% lack a high school
degree, 27% have a high school degree, 25% have some college or
associates degree, and 22% have a bachelor’s degree or higher. 

NO CHILDREN MARRIED
W/CHILDREN

SINGLE 
FATHER

SINGLE
MOTHER

Household Type
Of the households below the Standard in NYC, 25% are
married-couple households with children, 23% are single-women
households with children, 5% are single-male households with children,
and the remaining 47% are households without children.

LESS THAN
HIGH SCHOOL

HIGH 
SCHOOL

SOME
COLLEGE

BACHELOR’S
OR HIGHER

HOUSING <30% 
OF INCOME

HOUSING >30% 
OF INCOME

OTHER

Age of Householder
In NYC, only 6% of households below the Standard are headed by
adults under 24 years of age. 22% are between 25-24, 27% are 
35-44, 25% are 45-54, and 19% are 55-64. 

ASIAN BLACK LATINO WHITE

Race/Ethnicity
36% of households in NYC with inadequate income are Latino, 25%
are Black, 22% are White, and 16% are Asian/Pacific Islander, and
1% are Other Race (including Native American and Alaskan Native).

YES NO

Citizenship
U.S. Citizens head 71% of the households below the Self-Sufficiency
Standard. Non-citizens head 29% of households without sufficiency
income in NYC. 

YESNO

Health Insurance
Of NYC households below the Standard, more than one in four (25%)
did not have health insurance coverage in 2012.  

NO YES

Public Assistance (TANF)
Only 6% of households with inadequate income receive cash assistance.
In NYC, 94% of households below the Standard do not receive TANF. 

NO YES

Food Assistance (SNAP)
Over one in three (34%) households below the Standard participated
in the Supplemental Nutrition Assistance Program (SNAP, formerly food
stamps).

Housing Burdern
81% of NYC households below the Standard spend more than 30%
of their income on housing. 
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(43%), North Manhattan (45%), and 
Brooklyn (excluding Northwest) (49%). 

FouR out oF FIve households 
wIth Inadequate Income aRe 
PeoPle oF coloR, wIth latInos 
beIng the gRouP most aFFected. 

While all groups experience insufficient 
income, Latinos have the highest rate of 
income inadequacy, with 61% of Latino 
households having insufficient income, 
followed by Native American, Alaska 
Natives, and other races (51%), Asians 
and Pacific Islanders (49%), African 
Americans (48%), and Whites (24%). 

beIng FoReIgn-boRn IncReases 
the lIKelIhood oF havIng 

Inadequate Income. While New 
York City householders born in the United 
States have an income inadequacy 

rate of 34%, the likelihood of having 
inadequate income is higher if the 
householder is a naturalized citizen 
(45%), and even higher if the householder 
is not a citizen (61%). Among non-
citizens, Latinos have an even higher 
rate (75%) of income inadequacy than 
non-Latino non-citizen immigrants (53%). 

households wIth chIldRen aRe 
at a gReateR RIsK oF not meetIng 
theIR basIc needs, accountIng FoR 
moRe than halF oF households 

wIth Inadequate Income. Reflecting 
in part the higher costs associated with 
children (such as child care), families with 
children have higher rates of income 
inadequacy, 59%, and if there is a child 
under six, 65% have incomes under 
the Standard. Over half of households 
below the Standard have children 
(53%), compared to less than two-fifths 
of all New York City households. 

households maIntaIned by sIngle 
motheRs, PaRtIculaRly IF they aRe 
women oF coloR, have the hIghest 
Rates oF Income Inadequacy. 

Less than half (48%) of married-couple 
households have inadequate income, 
and about two-thirds (68%) of single 
fathers, but almost four out of five (79%) 
of single mothers lack adequate income. 
These rates are particularly high for 
single mothers of color: 86% of Latina, 
76% of Asians and Pacific Islanders, and 
75% of African American single mothers 
lack adequate income—compared 
to 63% for White single mothers. 

Although single mothers have 
substantially higher rates of income 
inadequacy than married couples, 
because there are many more married 
couples with children, these two groups 
(single mother and married couple 
families with children) account for almost 

Less than High School High School Diploma
or GED

Some Colloge or 
Associate’s Degree

Bachelor’s Degree+

EDUCATIONAL ATTAINMENT OF HOUSEHOLDER

PERCENTAGE OF HOUSEHOLDS BELOW SSS

Male: White
Male: Non-White

Female: White
Female: Non-White

57%

39%
33%

14%

75%

58%

41%

25%

72%

47%
42%

88%

70%

55%

0%

20%

40%

60%

80%

100%

18%

30%

FIguRe 3.  Households Below the Standard by Education, Race/Ethnicity, and 
Gender of Householder: NYC 2012 

Source: U.S. Census Bureau, 2012 American Community Survey.

32% of Households with No Children

59% of Households with Children

65% of Households with Young Children*

*Youngest child less than 6 years of  age

FIguRe 2.  Percent of Households 
Below the Standard by the 
Presence of Children: NYC 2012

Source: U.S. Census Bureau, 2012 American Community Survey.
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equal shares of households in New York 
City that lack adequate income (23% 
vs. 25%), respectively, with single father 
households being 5% (the remaining 
47% of households with inadequate 
income are childless households).

hIgheR levels oF educatIon aRe 
assocIated wIth loweR Rates oF 
Income Inadequacy, although 
not as much FoR women and/

oR PeoPle oF coloR. As educational 
levels increase, income inadequacy rates 
decrease dramatically: rates decline 
from 80% for those lacking a high school 
degree, to 59% for those with a high 
school degree, to 46% for those with 
some college/post-secondary training, to 
21% of those with a four-year college 
degree or more. Reflecting race and/
or gender inequities, women and/or 
people of color must have several more 
years of education than white males 
in order to achieve the same level of 
income adequacy. At the same time, three 
out of four householders with incomes 
below the Standard have at least a high 
school degree, including nearly half of 
these having some college or more.

emPloyment Is Key to Income 
adequacy, but It Is not a 

guaRantee. As with education, more 
is better: among householders who work 
full time, year round, income inadequacy 
rates are just 28%, compared to 77% 
for those households with no workers. 
About five out of six households below 
the Standard, however, have at least 
one worker. Whether there are one 
or two adults (or more), and whether 
they are able to work full time and/
or full year, affects the levels of income 
inadequacy. Nevertheless, just as with 
education, households headed by 

people of color and/or single mothers 
also experience lesser returns for the 
same work effort. For example, even 
when single mothers work full time, year 
round, almost three-quarters of their 
households lack adequate income. 

The data further demonstrate that the 
unequal returns to employment efforts 
are due in part to being concentrated 
in just a few occupations. That is, those 
below the Standard only share six 
of the “top twenty” occupations (the 
occupations with the most workers) with 
those with incomes above the Standard. 
Eight of the top 20 occupations 

have median earnings less than the 
equivalent of a full-time minimum wage 
job. These low wage occupations are 
largely held by householders trying to 
support families and are not limited to 
part-time jobs for teenagers.

Differences in income adequacy rates 
are largely not explained by hours 
worked. While full-time, year-round 
work (regardless of the occupation) 
may help protect against income 
inadequacy, householders with incomes 
above the Standard work only about 
five percent more hours on average 
than those below the Standard. 

table c. Top 20 Occupations1 of Householders2 Below the Self-Sufficiency 
Standard: New York City 2012

BELOW THE SELF-SUFFICIENCY STANDARD

RanK occuPatIon number of 
workers

Percent of 
total

cumulative 
Percent

median 
earnings

TOTAL 792,003 $20,000

1 Nursing, psychiatric, & home health aides* 60,174 8% 8% $17,500

2 Janitors & building cleaners* 29,039 4% 11% $16,000

3 Childcare workers 26,765 3% 15% $10,000

4 Cashiers 23,413 3% 18% $12,500

5 Maids & house cleaners 21,587 3% 20% $13,300

6 Retail salespersons* 21,432 3% 23% $19,400

7 Construction laborers 19,925 3% 26% $20,000

8 Secretaries & administrative assistants* 19,470 2% 28% $22,000

9 Taxi drivers & chauffeurs 18,148 2% 30% $20,000

10 Waiters & waitresses 17,141 2% 32% $15,000

11 Personal care aides 16,456 2% 35% $17,000

12 Cooks 14,180 2% 36% $17,000

13 Security guards & gaming surveillance officers 13,839 2% 38% $23,000

14 Driver/sales workers & truck drivers 13,350 2% 40% $23,000

15 First-line supervisors of retail sales workers* 13,226 2% 41% $21,000

16 Teacher assistants 12,997 2% 43% $21,000

17 Office clerks, general 11,479 1% 45% $19,000

18 Customer service representatives 11,083 1% 46% $20,000

19 Chefs & head cooks 10,815 1% 47% $20,800

20 Designers* 8,476 1% 48% $20,000
1 Detailed occupations are based on the Standard Occupational Classification (SOC). For definitions of these occupations see the 
Bureau of Labor 
Statistics Standard Occupation Classifications at http://www.bls.gov/soc/soc_majo.htm
2 The householder is the person in whose name the housing unit is owned or rented or, if there is no such person, any adult member, 
excluding roomers, boarders, or paid employees.
* Occupation also within the top 20 occupations of householders above the Standard.
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However, their wage rates vary greatly, 
with the hourly wages of householders 
above the Standard being almost 
three times as much as those below 
the Standard ($28.85 per hour versus 
$10.58 per hour). If householders with 
incomes below the Standard increased 
their work hours to match those with 
incomes above the Standard, that would 
only close about three percent of the 
wage gap, while earning the higher 
wage rate of those above the Standard, 
with no change in hours worked, would 
close 92% of the gap.

Thus, families are not poor just because 
they lack workers or work hours, but 
because the low wages they earn are 
inadequate to meet basic expenses.

HOW NEW YORK CITY COMPARES 
TO OTHEr STATES

To date, demographic reports have 
been done on seven states (California, 
Colorado, Connecticut, Mississippi, New 
Jersey, Pennsylvania, and Washington 
State), but no other cities in detail. In 
five of these states (the exceptions 
being Mississippi and California), 
the proportion of households with 
inadequate income is strikingly similar, 
with about one out of five (non-elderly, 
non-disabled) households lacking 
adequate income. In California and 

Mississippi, both states with higher than 
average minority proportions, about 
one-third of households fall below the 
Standard. At 42%, New York City has a 
higher rate of income inadequacy than 
all of these states.

Even compared to other large cities, 
New York City still has a relatively 
high rate of income inadequacy. 
San Francisco and Denver are at 
27% and 26%, respectively. Cities 
that are more similar to New York, 
demographically, such as Pittsburgh 
(32%) and Philadelphia (42%) show 
similar patterns of having higher income 
inadequacy rates than the states they 
are located in. Nevertheless, it is striking 
that when a realistic measure of basic 
living costs is used, New York City 
has an income inadequacy rate that 
is even higher than that of Mississippi 
which consistently has had the highest 
“poverty” rates.

CONCLUSION

These data show that there are many 
more people in New York City who 
lack enough income to meet their basic 
needs than our government’s official 
poverty statistics capture. This lack of 
sufficient income to meet basic needs is 
grossly undercounted largely because 
most American institutions do not utilize 

the more accurate metrics available 
today that measure what it takes to 
lead a life of basic dignity. 

Not only do we underestimate the 
number of households struggling to 
make ends meet, but broadly held 
misunderstandings about what those in 
need look like, what skills and education 
they hold, and what needs they have 
harm the ability of our institutions to 
respond to the changing realities facing 
low-income families. New York City 
households with inadequate income 
reflect the city’s diversity: they come 
from every racial and ethnic group, 
reflect every household composition, 
and work hard as part of the 
mainstream workforce. 

Despite recovering from the Great 
Recession, this is not about a particular 
economic crisis—for these families, 
income inadequacy is an everyday 
ongoing crisis. It is our hope that through 
the data and analyses presented here a 
better understanding of the difficulties 
faced by struggling individuals and 
families will emerge, one that can 
enable New York City to address these 
challenges, making it possible for all 
New York City households to earn 
enough to meet their basic needs.
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POLICY ANALYSIS & RECOMMENDATIONS
Nearly one million New York City 
households do not have enough income 
to meet their basic needs. This amounts 
to more than two out of five households 
and 2.7 million people. The 2014 
Self-Sufficiency Standard shows that 
for many New Yorkers, having a job no 
longer guarantees the ability to pay for 
basic needs. 

More than four out of five households 
who are below the Self-Sufficiency 
Standard level—which translates to well 
over two million City residents—have 
at least one family member who works 
but does not make enough to afford 
a minimal, basic family budget. And 
for many more who are at or above 
self-sufficiency levels, current wages do 
not allow for the next step of building 
assets to attain economic security. In the 
last decade, New Yorkers of all stripes 
have struggled against ballooning costs 
of living, such as for housing, which has 
increased 59% for a two-bedroom 
rental. At the same time, median wages 
have increased barely 17%. 

As the country’s largest city—rich in 
resources and leaders—New York 
City must expand the numbers of 
New Yorkers living securely above 
the Self-Sufficiency Standard. This 
report’s recommendations for moving 
the greatest number of New Yorkers 
towards self-sufficiency are consistent 
with the City’s priorities and have been 
determined from a similar systematic, 
cost-effective and evidence-driven 
framework.1 Our recommendations 

1 New York City’s Center for Economic Opportunity notes 
that many of the factors that drive poverty here are part 

acknowledge that the obstacles to 
self-sufficiency are interdependent 
and to significantly reduce the number 
of people living below the Standard 
or just above it, solutions must also be 
coordinated and interconnected.  

We call on leaders across all sectors—
government, philanthropy, the private 
sector and the not-for-profit world—to 
examine practices, mobilize colleagues, 
and become part of the solution for 
making the following three priorities a 
reality:

Wages increased to align and keep 1. 

pace with the costs of living; 
Employment structured as a pathway 2. 

to self-sufficiency and economic 
security; and
Access to quality, affordable 3. 

housing, food and child care 
available to New Yorkers across the 
income spectrum.

INCREASE WAGES TO ALIGN WITH 
THE COST OF LIvING

The single greatest driver to increase 
self-sufficiency is higher wages. The 
income needed for a household with 
two adults, a preschooler, and a 
school-age child to be self-sufficient 
has risen on average by 45% across 
boroughs since the year 2000, while 
the median earnings of working 
adults have increased only 17%. 

of national or even international trends that are difficult to 
address at the City level. Nonetheless, strategies to reduce 
poverty and inequality are central to the agenda of Mayor 
Bill de Blasio and his Administration. NYC Office of the 
Mayor, “The CEO Poverty Measure 2005-2012,” An Annual 
Report from the Office of the Mayor, April 2014, p. 47, 
http://www.nyc.gov/html/ceo/downloads/pdf/ceo_poverty_
measure_2005_2012.pdf (accessed November 14, 2014).

Consequently, more than two out of 
five working-age households cannot 
meet their basic needs while others are 
barely breaking even. Although many 
New Yorkers work insufficient hours, 
more hours would not raise standards 
of self-sufficiency as substantially as 
would an increase in wage rates. In 
too many occupations, wages have 
not kept pace with the rising cost of 
living. New York City’s employment has 
now surpassed pre-recession levels yet 
most of the net job growth since 2000 
has been concentrated in low-wage 
sectors, as opposed to jobs paying 
moderate- and middle-income wages.2 

new yoRK cIty’s lIvIng wage law. 

New York City Mayor Bill de Blasio’s 
September 2014 Executive Order 
expands the City’s Living Wage Law 
from $11.50 per hour to $13.13 an hour 
(including $1.63 for health benefits).3 
This Living Wage Law4 applies to a 
select group of workers employed in 
businesses or commercial spaces that 
receive more than $1 million in city 

2 James A. Parrott, February 27, 2014, “Low-Wage Workers and 
the High Cost of Living in New York City,” Testimony Presented 
to the New York City Council Committee on Civil Service and 
Labor,  http://fiscalpolicy.org/wp-content/uploads/2014/02/
FPI-Parrott-testimony-Low-Wage-workers-and-Cost-of-iving-
Feb-27-2014.pdf (accessed November 14, 2014).  Also see 
National Employment Law Project, “The Low-Wage Recovery: 
Industry Employment and Wages Four Years into the Recovery,” 
Data Brief, April 2014, p. 1, http://www.nelp.org/page/-/
Reports/Low-Wage-Recovery-Industry-Employment-Wages-
2014-Report.pdf?nocdn=1 (accessed June 11, 2014).
3 The City of New York, Office of the Mayor, “Living 
Wage for City Economic Development Projects,” http://
www1.nyc.gov/assets/home/downloads/pdf/executive-
orders/2014/eo_7.pdf (accessed November 14, 2014).
4 The City’s older Living Wage Law (section 6-109 of the 
Administrative Code) covers a limited number of workers 
providing care under City government contracts. Enacted in 
1996, this living wage covers workers providing day care, 
head start, building services, food services, and temporary 
services, with coverage extended in 2002 to homecare workers 
and workers providing services to persons with cerebral 
palsy. The wage level under this living wage law has been 
$11.50 an hour (including $1.50 for health benefits) since 
2006, and is not automatically adjusted for inflation.
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power of the federal minimum wage 
has fallen by 22 percent since the 
late 1960s.8 Moreover, if the minimum 
wage had kept pace with overall 
productivity growth in the economy, it 
would be nearly $19.00 by 2016.9

Under present state law, New York’s 
minimum wage will increase to $8.75 
on December 31, 2014, and to $9.00 
an hour on December 31, 2015.10 It is 
not indexed to inflation. There is Albany 
legislation pending to increase the state 
minimum to $10.10, and a separate 
measure to give localities the authority 
to set a local minimum wage up to 30 
percent above the state minimum. If 
both proposed laws were enacted, New 
York City could set a $13.13 hourly 
minimum wage. A growing number 
of large cities, and a few suburban 
counties, are establishing higher minimum 
wage levels. Seattle, San Diego, San 

8 Jared Bernstein & Sharon Parrott, January 7, 2014, “Proposal 
to Strengthen Minimum Wage Would Help Low-Wage 
Workers, With Little Impact on Employment,” Center on 
Budget and Policy Priorities, Economy, http://www.cbpp.org/
cms/?fa=view&id=4075 (accessed November 14, 2014).
9 David Cooper, December 19, 2013, “Raising the 
Federal Minimum Wage to $10.10 Would Lift Wages 
for Millions and Provide a Modest Economic Boost,” 
Economic Policy Institute, http://www.epi.org/publication/
raising-federal-minimum-wage-to-1010/
10 New York State, Department of Labor, “Minimum 
Wages,” Labor Standards, http://www.labor.
ny.gov/workerprotection/laborstandards/workprot/
minwage.shtm (accessed November 14, 2014).

subsidies as defined by section 6-134 
of the City Administrative Code. The 
executive order is projected to expand 
coverage of this Living Wage from a 
current cohort of 1,200 workers to an 
estimated 18,000 workers over the next 
five years. Beginning in January 2015, 
this Living Wage will be adjusted for 
inflation. The Mayor’s office projects 
that with inflation adjustments, this City 
Living Wage will reach $15.22 in 2019.5

The current New York State minimum 
wage of $8.00 per hour applies to a 
more comprehensive group of workers 
across most sectors. Along with 26 other 
states and the District of Columbia, New 
York State sets a higher minimum wage 
level than the current $7.25 federal 
minimum wage.6 President Obama has 
proposed raising the federal minimum 
wage to $10.10 an hour.7 The purchasing 

5 City of New York, September 30, 2014, “Mayor de Blasio 
Signs Executive Order to Increase Living Wage and Expand 
it to Thousands More Workers,” News, http://www1.nyc.
gov/office-of-the-mayor/news/459-14/mayor-de-blasio-
signs-executive-order-increase-living-wage-expand-it-
thousands-more#/0 (accessed November 14, 2014).
6 Currently 23 states and the District of Columbia have minimum 
wages above the federal minimum wage. Additionally, four 
additional states approved ballot measures in the 2014 
election. National Conference of State Legislatures, “State 
Minimum Wages | 2014 Minimum Wages by State,” http://
www.ncsl.org/research/labor-and-employment/state-
minimum-wage-chart.aspx (accessed November 14, 2014).
7 The White House, Office of the Secretary, “President Barack 
Obama’s State of the Union Address,” http://www.whitehouse.
gov/the-press-office/2014/01/28/president-barack-obamas-
state-union-address (accessed November 14, 2014).

SELF-SUFFICIENCY WAGE FOR A BRONx FAMILY OF THREE

An hourly wage of $13.13 in New York City yields an annual income of $27,310, 
slightly above the Self-Sufficiency Standard for a single adult living in the Bronx 
($26,951). However, that single person’s neighbors—a married couple with one 
infant—would not be self-sufficient even if each parent worked at jobs earning 
a $13.13 hourly wage. Indeed, in order to meet their basic needs, each parent 
would need to earn $14.66, working full time (totaling $61,965). Five years 
later, when their child is old enough for full-day public school their costs will 
fall as they would then only need part-time child care. In the unlikely scenario 
that there is no increase in living expenses, the Living Wage would then be 
above the minimum wage ($12.39 per hour) needed to meet their basic needs. 

Jose, San francisco, and Washington, 
D.C. already have established higher 
minimums, and Chicago, Los Angeles, 
and Oakland are among the cities 
considering substantially higher minimum 
wages in the $12-$15 an hour range. 
Both Seattle and San Francisco have 
acted to raise their minimum wage levels 
to $15.00 an hour in coming years.

The expansion of New York City’s Living 
Wage levels to cover more workers at 
a higher rate and indexed to inflation, 
or to establish a significantly higher 
minimum wage are important steps in 
providing a more reasonable wage 
floor in the job market, enabling more 
employed New Yorkers to achieve 
self-sufficiency through work. At the 
same time, it is critical to note that even 
an hourly wage of $13.13 does not 
constitute a self-sufficiency wage for 
most compositions of New York City 
households across the five boroughs (see 
box below, Bronx Family of Three).

It is necessary to broaden living wage 
coverage to the City’s large indirect social 
service workforce, coupled with better 
career advancement supports. Existing 
City Living Wage law currently does not 
apply to the tens of thousands of workers 
at not-for-profit organizations providing 
essential social services under City 
contract. New York City spends $5 billion 
annually on social service contracts and, 
as such, is a major indirect employer of 
tens of thousands of workers at not-for-
profit organizations. Wages in this sector 
are among the lowest for all industries. 
Half of non-profit social service workers 
are paid less than $14 an hour.11 

11 See Jennifer Jones-Austin (FPWA) and James Parrott (FPI), 
November 5, 2014, “Expanding Opportunities and Improving 
City Social Service Quality Through a Career Ladder Approach,” 
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Among those working in community 
and social service occupations, over 
a third are in households within 200 
percent of the federal poverty level. 
A campaign is underway in which 
the City would increase contract 
funding to establish a $15 an hour 
wage floor, coupled with sector-wide 
support for greater professional 
development opportunities for lower-
paid nonprofit social service workers.12

A minimum wage increase to $13.13 
an hour and a $15 an hour wage 
floor for social service workers on 
City contracts represent considerable 
progress. Yet, these critical wage 
floors should not be misconstrued as 
ceilings. These wage levels would 
provide a worker with annual earnings 
around $25,000-$30,000. Neither 
wage rate constitutes a self-sufficiency 
wage for a substantial portion of the 
780,000 working households below 
the Self-Sufficiency Standard.  

Raising the wage floor is good for workers 
and communities with potential benefits 
to jobs and businesses. While raising 
the minimum wage provokes debate at 
the federal, state, or municipal level, 
there is considerable consensus among 
economists and social scientists who 
have studied the impacts of raising the 
minimum wage: raising the minimum 
wage has positive workplace impacts 
beyond the obvious one of increasing 
workers’ earnings, including reduced 
turnover (increased job security for 
workers), increased employer investment 
in training, and improved employee 

Briefing at Philanthropy New York, www.philanthropynewyork.
org/sites/default/files/resources/Presentation_Jones%20
Austin%20and%20Parrott_11.05.2014.pdf
12 Ibid.

productivity and morale. Moreover, 
it has negligible negative effects on 
employment and minimal effects on 
price increases.13 for example: 

A 2011 study of citywide minimum •	
wage increases by the Center 
for Economic and Policy research 
examined minimum wage increases 
passed in Santa fe, San francisco, 

13 Arindrajit Dube, T. William Lester and Michael Reich, 
“Minimum Wage Effects Across State Borders: Estimates 
Using Contiguous Counties,” review of Economic and Statistics 
(November 2010), available at http://www.irle.berkeley.edu/
workingpapers/157-07.pdf; see also NELP Summary, available 
at http://nelp.3cdn.net/98b449fce61fca7d43_j1m6iizwd.pdf.

and Washington, D.C., and found 
that wages rose for low-paid cooks, 
servers and workers in fast-food, 
food services, retail, and other low-
wage establishments without causing 
a statistically significant decrease 
in total employment levels.14  

A 2014 study of San Francisco’s •	
minimum wage, health care, and paid 

14 John Schmitt and David Rosnick, 2011, The Wage 
and Employment Impact of Minimum-Wage Laws 
in Three Cities, http://www.cepr.net/index.php/
publications/reports/wage-employment-impact-of-min-
wage-three-cities (accessed October 22, 2014).

RECOMMENdaTiONS: INCREASE WAGES TO ALIGN WITH THE 
COST OF LIvING

Increase wage floors.1.  Wages that are sufficient to cover living costs is at 
base what defines fair compensation. If we are committed to restoring fairness 
and countering rising inequality, then a higher City minimum wage floor is 
needed and City living wage policies should be expanded, particularly to 
encompass the sizable non-profit social service workforce. 

The City needs to increase social service contract funding levels to 
make up for years of inadequate funding and enable non-profits to 
improve pay and advancement opportunities for poorly compensated 
workers. Philanthropic grant-making practices could bolster these efforts 
by funding the full workforce costs of carrying out projects, including 
allocating funds to general operating costs and overhead, and ensuring 
the adequacy of human resource budgets and hourly pay rates. 

In New York City, raising the wage floor is the most effective 
single policy for countering rising inequality.  

Index wages. 2. Once wage floors are raised to adequate levels they should 
be indexed to inflation so that workers’ purchasing power is not inadvertently 
eroded by increases in the cost of living. 

strengthen employers’ Policies. 3. Investment in a stable and robust 
workforce, whether direct or indirect, can improve the quality of products and 
services, enhance company reputations, and help build a loyal customer base. It 
is also critical for all employers to foster salary parity across gender and racial/
ethnic lines. Employers should evaluate compensation levels and pay scales of 
their workforces, including through the lens of equity. Corporations that contract 
out service or supply functions to other firms should ensure that contractors fairly 
compensate workers. This is good for individual workers and it is good for the 
bottom line.
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and career continuums. New York City’s 
Universal pre-kindergarten program is 
a promising step and we urge the city 
to continue this direction of building an 
inclusive quality education system that 
begins in a child’s first three years. 

MAKE QUALITY, AFFORDABLE 
HOUSING, FOOD, AND CHILD CARE 
ACCESSIBLE TO ALL NEW YORKERS

As the family from the Bronx on page 
8 highlights, even an increased Living 
Wage of $13.13 per hour still requires 
work supports, such as subsidized child 
care, in order to cover the costs of 
other basic needs. Without child care, 
at least one parent would have to stop 
working, creating the need for even 
more supports—such as food stamps, 
emergency food pantries, and the costly 
homeless shelter system. When wages 
and employment benefits’ packages 
are not sufficient for people to meet 
their basic needs, New Yorkers turn 
to public and private charity to fill 
the gaps. Each year that wages fall 
further behind the cost of living, it 
increases the costs to government—and 
to all of us as taxpayers—as well as 
straining the already overburdened 
private charity system. 

Affordable housing, food, and child care 
are essentials to anyone who seeks to 
attain and maintain employment. City, 
state, federal, and philanthropic dollars 
go towards programs that provide 
access to millions of New Yorkers who 
cannot access them on their own. While 
these programs are critical lifelines for 
individuals and families all around us, at 
the current level, these programs do not 
support everyone who needs them, nor 

sick leave laws, which collectively 
raised the compensation of low-wage 
people to 80 percent above the 
federal minimum wage, found that 
these laws raised pay without costing 
jobs. From 2004 to 2011, private 
sector employment grew by 5.6 
percent in San Francisco, but fell by 
4.4 percent in other Bay Area counties 
that did not have a higher local wage. 
Among food service wage earners, 
who are more likely to be affected by 
minimum wage laws, employment grew 
18 percent in San Francisco, faster 
than in other Bay Area counties.15  

IndexIng. Wages across sector 
should be indexed to the cost of living. 
Indexing is key to maintaining the value 
of the new higher wages over time.16 
While we look to government to 
enforce an equitable floor, we look to 
employers across sectors to do more: 
raise wages beyond the floor, index them 
to cost of living increases, and ensure 
that compensation packages are fair, 
equitable and responsive to the need of 
employees to meet and move securely 
beyond the Self-Sufficiency Standard. 

STrUCTUrE EMPLOYMENT AS A 
PATHWAY OUT OF POvERTY TO SELF-
SUFFICIENCY

In New York City, 780,000 households 
have at least one working adult, 
many of them full time, yet they 
lack adequate resources to meet 
even their most basic needs. 

15 Michael Reich, Ken Jacobs, and Miranda Dietz, The Institute 
for Research on Labor and Employment, When Mandates 
Work Raising Labor Standards at the Local Level, http://
irle.berkeley.edu/publications/when-mandates-work.
16 Such indexing since 2000 has resulted in Washington 
State by 2014 having the highest statewide 
minimum wage, $9.32 per hour in the country.

A critical driver of employment with self-
sufficiency wages is education—80% of 
the people without a high school degree 
are living below the standard of self-
sufficiency. At the same time, education 
is not a guarantee. Twenty-one percent 
of all people with a four-year college 
degree still earn inadequate incomes. 

The Self-Sufficiency Standard report 
highlights the persistent gender and 
racial inequities around what it takes 
to earn a self-sufficiency wage. Even 
with equal education and equal work 
effort, income inadequacy is more 
severe among households maintained 
by women alone, households maintained 
by people of color, and households with 
children. For example, women of color 
with some college or an associate’s 
degree have nearly the same income 
inadequacy rate as white males without 
a high school diploma or GED (55% 
compared to 57%). Well into the 
21st century, our low-wage workforce 
disproportionately consists of women, 
people of color, and immigrants.  

Building access to better employment 
requires investment in career ladders, 
pathways and apprenticeships with 
consistent, systematic, and large-scale 
opportunities for individual growth 
and advancement across sectors and 
industries. The surge in well-paying 
technology jobs is an example of a 
promising direction for more sectors 
to follow and should be a pathway 
for traditionally less-advantaged 
individuals and communities. Investment 
in high quality education beginning 
in early childhood is also critically 
important, as are the supports that 
place and keep children on college 
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do they provide the depth of support 
needed for those who have them. 

housIng. While all basic needs’ costs 
have risen, the largest increase has been 
in housing, which has risen on average 
59% between 2000 and 2014. Rising 
rental costs make it increasingly difficult 
for New Yorkers to hold onto their homes 
and remain in their neighborhoods. As 
shown in Figure 1, Profile of Households 
with inadequate income, 81% of the 
New Yorkers living below the Self-
Sufficiency Standard spend more 
than 30% of their income on housing. 
Home ownership—which is one of the 
most reliable ways to build assets and 
upward mobility—is prohibitive for 
most New Yorkers. Rent regulations and 
specialized rental support programs 
that restrain ballooning housing 
cost increases are critical yet are 
accessible to too few households. 

chIld caRe. After housing, child care 
is the single greatest expense in a 
family’s budget for those with young 
children. Even with equal work effort, 
income inadequacy is more severe 
among households with children. Fifty-
three percent of all households below 
the Self-Sufficiency Standard—more 
than half—have children. This reflects 
in part the significant expense 
associated with raising children 
and the way that lack of access to 
affordable, high quality child care is 
a roadblock to primary caretakers’ 
careers, educational advancement, 
and opportunities for savings. 

Food. The cost of food has risen an 
average of 59% in NYC since 2000. 
Unlike fixed costs such as housing 

RECOMMENdaTiONS: STrUCTUrE EMPLOYMENT AS A PATHWAY OUT Of 
POvERTY TO SELF-SUFFICIENCY 

Identify and develop structures that consistently highlight and create access 4. 
to career ladders and pathways for individuals within companies and sectors, 
as well as out into other industries. Employers should assess pathways for 
advancement in their existing workforce and build opportunities for continued 
and advanced employment with better wages, particularly for entry level 
workers and populations which have historically worked longer or required more 
years of education to achieve the same level of self-sufficiency. City government 
can lead by example through supporting more systematic professional 
development and career advancement opportunities for lower-paid social 
service workers employed under City service contracts. 

Strengthen policies and practices that improve retention and allow workers 5. 
to better balance work and family life, such as flexible work hours, predictable 
scheduling, work-sharing, and paid sick leave.

Promote new jobs and emerging industries which provide wages that are at 6. 
Self-Sufficiency Standard levels and support and encourage plans for workforce 
retention and advancement by tying incentives and employment contracts to 
Self-Sufficiency Standards.

Utilize workforce training and development resources for preparing people 7. 
for higher wage jobs in all sectors, which should include apprenticeships along 
with degree and credentialing programs. Fund innovative pilots and promising 
practices.

Invest in the workforce required for redressing economic inequities by 8. 
sufficiently funding social and human services. The lower-wage social and human 
services workforce consists predominantly of women of color. Appropriate 
compensation and intentional career pathways build the expertise and retention 
rates of the workforce. Increase funding towards education and skills to build 
highly effective staff at all levels and to advance individuals into better-paying 
positions. 

Invest in effective cradle to college continuums for target populations and 9. 
communities. Resources commensurate with need must be available to keep 
children—particularly those from households and communities below the 
Self-Sufficiency Standard—on the pathway to higher education or to quality 
apprenticeship programs and nontraditional training. Additional support is 
required for efforts that ensure timely and affordable completion of degree 
programs and higher education. 

fund and10.  support advocacy for broad scale, systemic solutions.
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and child care, food is “elastic” and 
spending can be reduced when available 
income is less. Households balance 
their budgets by foregoing food to 
pay rent, by eliminating more nutritious 
but costlier fruits and vegetables, and 
by turning to government supports 
such as the Supplemental Nutrition 
Assistance Program (SNAP), school 
meals and social hubs with meals, such 
as religious or senior centers. New 
York City’s emergency food network 
of soup kitchens and food pantries 
now struggle to serve 1.4 million New 
Yorkers annually, who are chronically 
uncertain as to where their next meal 
will come from. The impact from reduced 
purchasing power for food goes 
beyond individuals and families to food 
retailers. This effect was underscored 
by the 2011 supermarket need index 
which identified a widespread shortage 
of neighborhood grocery stores and 
supermarkets. High need for fresh food 
purveyors affects more than three million 
New Yorkers, with the highest need 
found in low-income neighborhoods.17

savIngs. Saving is unrealistic for 
many New Yorkers because there just is 
nothing left at the end of the month. For 
the first time, the 2014 Self-Sufficiency 
Standard report calculates emergency 
savings as a minimum, required expense, 
alongside food, housing, child care, 
health care, transportation and taxes. 
Emergency short-term savings address 
the income and expense volatility 
that working poor households all too 
regularly face. Yet as is the case with 

17 City of New York, Office of the Mayor, “New York City Food 
Policy: 2013 Food Metrics Report,” http://www.nyc.gov/html/
nycfood/downloads/pdf/ll52-food-metrics-report-2013.pdf.

RECOMMENdaTiONS: MAKE QUALITY, AFFORDABLE HOUSING, FOOD, 
AND CHILD CARE ACCESSIBLE TO ALL NEW YORKERS

For too many, work does not pay enough to afford costly basic 
necessities. Ensure that New Yorkers across the income spectrum, from 
low-to moderate- income levels, can afford their essentials. 

NYC must continue to roll out its ambitious Affordable Housing Plan, 11. 
harnessing the power of the private market to help build, preserve, and expand 
affordable units. Priorities include the following:

Preserv•	 e existing affordable housing in private rent-regulated buildings, 
and set standards so that the impact of city-subsidized housing affordability is 
not undermined by short-term affordability requirements. These preservation 
goals are the most cost-effective way to maintain affordability for the 
greatest number of people. For the city-subsided housing, the City must ensure 
that stronger standards are in place so that all programs are permanently 
affordable. The City should also work closely with neighborhood-based not-for-
profit affordable housing developers, who ensure true permanent affordability. 
For the private rent-regulated housing, we call on Albany to repeal the Urstadt 
Amendment, ending state control over city rent regulations, and to also repeal 
the luxury decontrol threshold. We call on the NYC rent guidelines board to 
set yearly rental increases that are appropriate for and in line with interests of 
tenants as well as landlords.

Ensure that new housing development result in the maximum amount of •	
affordable housing by using multiple approaches and incentive levers, such as 
Mandatory Inclusionary Zoning and Tax Abatements. Mandatory Inclusionary 
Zoning would require developers who take advantage of increased zoning 
density to build commensurate levels of affordable housing. The 421A Tax 
Abatement laws are sun setting and the City and and State’s response must 
ensure that public benefits from subsidized buildings are commensurate with the 
financial incentive afforded to developers. A city-wide requirement could ensure 
that housing built anywhere in NYC includes affordable units and, moreover, 
that those units indeed provide public benefit by maximizing the percentage 
of affordable housing and deepening the level of affordability so that local 
neighborhoods are truly stabilized. 

When the City provides more than one benefit to the private housing sector, •	
benefits to the public must in turn be stacked against each other, rather than 
combined, so that benefits developers receive are commensurate with the 
benefits they provide to communities.

all calculations in the Self-Sufficiency 
Standard, the savings’ estimates are 
extremely modest. They only cover 
short-term, one time emergencies. 
Long-term asset building, such as saving 
for higher education, retirement, and 

home buying, that enables upward 
mobility and economic security would 
require additional resources beyond 
Self-Sufficiency Standard level 
wages and emergency savings. 
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RECOMMENdaTiONS, CONTiNUEd: MAKE QUALITY, AFFORDABLE HOUSING, FOOD, AND CHILD CARE ACCESSIBLE 
TO ALL NEW YOrKErS

Continue to expand access to high quality, affordable early education and afterschool programming:12. 
Succ•	 essfully implement full-day universal prekindergarten to all four year-olds.
Expand full-day universal prekindergarten to all three year-olds.•	
Encourage child care centers and family day care homes to reach a diverse, economically integrated population of •	

children by permitting sliding scale tuition and parent fee requirements and child care subsidies, engaging children from 
families across the income spectrum to those who pay market rate.  

Expand the capacity of infant and toddler child care provided in licensed, regulated child care centers and family day •	
care homes.

Expand the refundable state and local child care tax credits.•	
Ensure that parents on public assistance have appropriate and complete information on the types of subsidized child care •	

options available as well as information on available seats in high quality center based and family day care homes. Besides 
concrete information and options, also ensure that parents have sufficient time to secure appropriate and high quality child 
care.

Successfully implement universal access to middle school afterschool programming and expand afterschool and summer •	
programming to elementary school children and high school students.

Ensure that the early childhood staff and afterschool staff benefit from adequate compensation, professional •	
development and career ladders.

Ensure that rates of reimbursement allow providers to meet quality standards.•	
Overall, ensure •	 that investment is commensurate with need, by fully funding quality, affordable, and reliable child care 

from birth through age five.

Responses to food insecurity must go beyond emergency food programs to long-term sustainable options:13. 
Decrease the numbers of New Yorkers living in areas with low access to fresh food•	  purveyors by providing zoning and 

financial incentives to eligible grocery store operators and developers, incorporating food security priorities into affordable 
housing plans, and funding and expanding innovative pilots designed to increase access.

Support ‘good food/good jobs’ initiatives that partner business, philanthropies, and government to bolster employment, •	
foster economic growth, fight hunger, improve nutrition, cut obesity, and reduce spending on diet-related health problems 
by bringing healthier food into low-income neighborhoods and creating jobs. This includes seed money for food jobs 
projects, food processing, expanding community-based technical assistance, investment in urban aquaculture, and reduced 
bureaucratic burdens on food-related small businesses.

Increase utilization and broaden and deepen access to WIC, SNAP, and School Meals, and endorse the Federal Child •	
Nutrition Reauthorization Act with strong guidelines.

Ensure that all households can meet unexpected financial setbacks, especially those with the fewest resources, by 14. 
building savings—both for emergencies and for asset building: 

P•	 romote the capacity of New Yorkers at all stages of life to save with systematic, comprehensible and accessible savings 
options at their places of employment.

Increase the likelihood that New Yorkers will save by instituting opt out, rather than opt in options for long-term savings •	
programs.

Maximize the take-up of tax credits, such as the Earned Income Tax Credit and the Child Care Tax Credit, and at the •	
state level deepen and expand tax credits to more households at or below the Self-Sufficiency Standard. Use EITC and tax 
credit refunds to expand opportunities to save, both emergency and for longer-term investments.  

remove disincentives to sav•	 e. In particular, ensure that eligibility guidelines for work supports do not preclude basic 
and essential needs for building emergency savings. Individual Development Accounts allow welfare recipients to save for 
specifics like education, without losing benefits. 



Now serving New York City for more than 30 years, CITY HARVEST (www.cityharvest.org) is the world's first 
food rescue organization, dedicated to feeding the city’s hungry men, women and children. This year, City Harvest 
will collect 50 million pounds of excess food from all segments of the food industry, 
including restaurants, grocers, corporate cafeterias, manufacturers, and farms. This food 
is then delivered free of charge to more than 500 community food programs throughout 
New York City by a fleet of trucks and bikes. City Harvest helps feed the nearly two 
million New Yorkers who face hunger each year.

Since 1924, THE NEW YORK COMMUNITY TRUST has been the home of charitable New Yorkers who share 
a passion for the City and its suburbs—and who are committed to improving them. The Trust supports an array of 
effective nonprofits that help make the City a vital and secure place to live, learn, work, and play, while building 

permanent resources for the future. The New York Community Trust ended 2013 
with assets of $2.4 billion in more than 2,000 charitable funds, and made 
grants totaling $141 million. The Trust welcomes new donors. Information at 
nycommunitytrust.org.

UNITED WAY OF NEW YORK CITY (UWNYC) has been a trusted partner to government, corporations
and community-based organizations for over 76 years serving low-income New Yorkers. Our collective impact 
approach enables us to diagnose neighborhood challenges, design solutions to 
expand education,  income, and health opportunities, deploy resources and 
volunteers, and drive policy change guided by measured results. UWNYC 
envisions caring communities where all individuals and families have access to 
quality education and the opportunity to lead healthy and financially secure lives. 
Join us in making New York City work for Every New Yorker.  For more information, 
visit United Way of New York City at unitedwaynyc.org, or call (212) 251-2500.

THE WOMEN’S CENTER FOR EDUCATION AND CAREER ADVANCEMENT (WCECA) is a 44-year-
old nonprofit organization committed to the goal of economic self-sufficiency for all New York City women and 
families. Through innovative technology resources, work readiness programs and career services, we educate 
and advocate for socially just public policies and opportunities that lead to the empowerment of women. The 

Women’s Center targets low-income women with serious barriers 
to workforce participation and helps them build competencies 
and develop strategies for setting and meeting lifetime career 
and economic goals for themselves and their families. For further 
information on WCECA, go to www.wceca.org or call (212) 964-8934. 

THE CENTER FOR WOMEN’S WELFARE at the University of Washington School of Social Work is devoted 
to furthering the goal of economic justice for women and their families. The main work of the Center focuses on 
the development of the Self-Sufficiency Standard. Under the direction of Dr. Diana Pearce, the Center partners 
with a range of government, non-profit, women’s, children’s, and community-based groups to: research and 
evaluate public policy related to income adequacy; create tools to assess and establish income adequacy; 
and develop programs and policies that strengthen public investment in low-income women, children, and 
families. For more information about the Center or the Self-
Sufficiency Standard, call (206) 685-5264. This report and 
more can be viewed at www.selfsufficiencystandard.org.

























































































Testimony of Dana Altneu, Senior Manager of Government Contracts
New York City Council Contracts Committee Hearing

April 4, 2016

Good afternoon. I am Dana Altneu, Senior Manager of Government Contracts at Good
Shepherd Services. I want to thank Councilmember Rosenthal and the Committee on
Contracts for holding this hearing on the Challenges Facing Nonprofits in City
Contracting. This issue is of great importance to the nonprofit sector and particularly timely
given the release of the Human Services Council’s report New York Nonprofits in the Aftermath
of FEGS: A Call to Action. I appreciate the opportunity to offer testimony on the contracting
issues impacting human services providers.

Good Shepherd Services goes where children, youth, and families face the greatest
challenges and builds on their strengths to help them gain skills for success. We provide
quality, effective services that deepen connections between family members, within schools,
and among neighbors. To achieve our mission, we lead in the development of innovative youth
development programs; provide quality, effective services that strengthen participants’
connections with family, school and community; and advocate on their behalf for broader
change. We operate over 80 programs, which help nearly 30,000 youth and family members in
struggling neighborhoods throughout New York City.

I wish to give examples today of four key contracting challenges we face as an agency:
(1) current funding is inadequate to cover basic programming and administrative costs;
(2) contract delays cause significant cash flow problems; (3) audits and unfunded
mandates put an additional burden on our agency; and (4) efficiencies meant to
streamline the contract process are not being fully implemented.

Good Shepherd Services currently has over 80 contracts with NYC totaling over $63
million. These contracts comprise three-quarters of the agency’s budget. However, none
provide sufficient funds to deliver the basic services expected by the funding agency,
nor do they cover the necessary administrative supports. We used to raise private dollars
to provide programmatic enhancements. Now the vast majority of the $20 million the agency
raises is needed just to cover the rising costs of health care as well as increases in salaries,
insurance, rent, and more. All of our costs have gone up, however our city contracts have not
included a yearly COLA for the current fiscal year and only on salaries, not on fringe benefits,
nor the OTPS costs which are critically needed as the cost of doing business has increased
dramatically over the past 10 years. Moreover, none of our contracts cover the agency’s full
indirect costs. Our current federally approved indirect rate is 16.9%, but the rate we are
paid on our NYC contracts only ranges from 0% to 10%.



Because NYC contracts are inadequately funded, we struggle to pay competitive salaries
compared to other industries. As a result, like many other non-profits, we have high rates of
turnover. In our General Preventive Programs and Family Treatment/ Rehabilitation programs
funded through the Administration for Children’s Services (ACS), our turnover rate is 44%.
While this is lower than our peers providing preventive services, it is more than double the New
York City turnover rate of 16%1. Since we are unable to pay workers competitive salaries, staff
leave for work in other better-paying fields. Once again, the ones who suffer the most are the
vulnerable families we serve. They build a trusting relationship with their caseworker only to
have to begin this all over again with a new person as staff leave for better opportunities.
Additionally, the high turnover makes it very hard to meet our Performance-Based Funding
mandates for this program, which are solely based on the number of cases opened in a
calendar year – despite the fact that this has little to do with providing high quality services that
prevent abuse or neglect. The high rates of turnover can have an adverse impact on how long
families are served and, for some agencies, can become a cyclical process of loss of funds and
increased staff turnover that have forced some small agencies to close their doors. In 2015, we
fared better than nearly all of our colleagues and lost only $47,769 on our Performance Based
Funding (only .5% of our contract; the total amount at-risk was nearly twenty times that amount).
However, the contract was already not paying the basic costs of running the programs, so even
this loss was problematic.

Delays in contract registration are also highly problematic and cause major cash flow
issues as agencies are unable to bill for services we provide until contracts are registered –
often many months after the contract begins. For example, our current Department of
Education (DOE) Learning to Work contract began on July 1, 2015, but was not registered
until February 12, 2016. Despite not being reimbursed nearly $2 million dollars over six
and a half months, we still had to pay frontline and administrative staff, order supplies,
and pay for space.

Duplicative audits also pose a challenge and drain scarce resource. The nonprofit sector is
committed to transparency and accurately reporting how we do business and operate programs.
Regulation is a necessary part of our industry and relationship with government, but many of the
mandates we comply with are duplicative and can be streamlined to better use resources and
still adequately capture important compliance information. We currently have two full-time staff
members working on roughly 95 agency audits each year. These audits include, but are not
limited to, our annual agency audit, the A-133 audit for our programs that have federal dollars
attached, a DYCD audit for all DYCD funded programs, a DOE audit for all DOE funded
programs, a Foster Care audit, a Workers Compensation audit, School Lunch audit, and many
other program specific audits. In addition to the actual completion of the audits, we are always
required to completed work plans of findings, regardless of how minor.

Additionally, unfunded mandates also drain our very sparse resources. For example, this past
year the Department of Youth and Community Development (DYCD) required that contract
agencies not only distribute voter registration materials, but also provide detailed reports. As an
organization, we believe it is vitally important to empower participants to vote and have been
helping participants with voter registration for years. However, DYCD now requires agencies to
track and report on the number of people we offered voter registration forms to, the number of

1
SHRM Human Capital Benchmarking Database (2015)



applications distributed, the number collected and sent to Board of Elections, and the number of
front line staff trained. This is incredibly burdensome. It will take us nearly 150 staff hours this
year to collect and complete the required report, none of which are we being paid for.

When NYC introduced the HHS Accelerator system, we were thrilled, as we have spent years
making multiple copies of dozens of procurement documents for each of our 85 NYC contracts
every time they are renewed. HHS Accelerator offers the promise of streamlining a very
burdensome system, but only if it is used. Unfortunately, in the past five months, NYC
agencies required paper submissions for 9 of our 11 city contracts going through the
procurement process. We had hoped that the increase in work resulting from our
organizational growth would be offset but the efficiencies of HSS Accelerator. Since this has not
turned out to be true, we had to hire an administrative assistant to process procurement
documents at a cost of $45,000 (including salary and fringe). We urge all city government
agencies to use HHS Accelerator for procurement documents for all city contracts, including
discretionary contracts awarded through the City Council.

Contracts with government are essential to our organization and the programs we offer,
and government relies on us to provide critical services in communities on their behalf.
With stagnant dollars, contract delays, and duplicative reporting the cost of taking on
government contracts has become a risk to our health.

Thank you again for providing me with this opportunity to testify, and for your continued
partnership with our sector. I am happy to answer any questions.
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Chair Rosenthal, Council Members, and staff, good afternoon and thank you for the 

opportunity to speak to the Committee on Contracts regarding the challenges facing nonprofits in 

City contracting.  My name is Beth Goldman, and I am the President & Attorney-in-Charge of the 

New York Legal Assistance Group (NYLAG). NYLAG is a nonprofit law office dedicated to 

providing free legal services in civil law matters to low-income New Yorkers.  NYLAG serves 

immigrants, seniors, the homebound, families facing foreclosure, renters facing eviction, low-income 

consumers, those in need of government assistance, children in need of special education, domestic 

violence victims, persons with disabilities, patients with chronic illness or disease, low-wage 

workers, low-income members of the LGBTQ community, Holocaust survivors, veterans, and others 

in need of free legal services.  

We want to thank the Committee for its swift response to the publication of the recent Human 

Services Council report1 and hope that this hearing will lead to improvements in the contracting 

relationship between City government and nonprofit organizations. This City’s commitment to 

providing services to assist low-income residents is extraordinary, and the Council and 

Administration have dedicated unprecedented funding for these essential services.  Nonprofit human 

and legal service providers play a critical role in delivering these services.  The City has essentially 

                                                           
1 Human Services Council.  “New York Nonprofits in the Aftermath of FEGS: A Call to Action.”  February 2016.  
http://www.humanservicescouncil.org/Commission/HSCCommissionReport.pdf 

http://www.humanservicescouncil.org/Commission/HSCCommissionReport.pdf
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outsourced many of these social service functions to expert, community-based organizations who are 

uniquely qualified, indispensable partners in these endeavors.   Legal services providers, community-

based organizations, and other nonprofit entities bring unique perspectives and expertise to service 

delivery, gained from years of providing services to communities. This expertise yields efficiencies 

and cost-effective service delivery.  Moreover, nonprofit agencies offer flexibility that large 

government bureaucracies rarely have, which allows organizations to pivot quickly to serve the needs 

we see in these communities, as NYLAG did when it established its Storm Response Unit and began 

providing services within 48 hours of Superstorm Sandy.   

Thus is it crucial that the relationship between the City and nonprofits be mutually beneficial.  

The City needs to recognize the benefits of fostering robust, well-run, and strong nonprofits and 

acknowledge the role that the current contracting process can have in undermining that goal.  For 

example, by delaying registration of and payments on contracts for months after performance starts 

on contracts, the City forces nonprofit organizations to front the cash to carry out government 

programs and creates cash flow crunches that often lead nonprofits to borrow money to pay their 

bills. Similarly, by not covering the full direct or overhead costs for the programs, City contracts 

often cause nonprofits to lose money on the contracts and, importantly, weaken the nonprofits’ 

ability to upkeep or improve their infrastructure.  I hope the City will work with nonprofit 

organizations to establish a contracting system that helps organizations build the infrastructure they 

need to run efficient organizations that truly serve the needs of low-income New Yorkers.   

   

Late Registration 

 NYLAG has nearly 20 separate contracts with New York City in each fiscal year, which 

together comprise approximately $4.5 million in annual funding, a significant portion of our budget.  

While most of these contracts begin on July 1st of the year, we generally do not even receive contract 

documents from funding agencies until October.  Most contracts are not fully registered until the 
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spring, often more than three-quarters of the way through the contract.  In fact, as of today, NYLAG 

is still awaiting final registration on nearly half its City contracts for FY16, despite fully staffing each 

one from day one.  Because we cannot invoice on contracts until they are executed, we are often 

forced to incur hundreds of thousands of dollars in costs while we wait for completion of the contract 

process.  When there is a setback in the contracting process, such as a new requirement or system 

through which a contract must flow, or a small error in a submitted budget, registrations can be even 

more delayed.  In fact, on more than one occasion, we have had contracts that are registered after the 

end date of the contract.  Further, the process is so opaque that we cannot determine the status of any 

particular contract we are waiting for and how soon we can expect registration.  This uncertainty 

leads to enormous budgetary uncertainties and cash flow issues for nonprofits. A more transparent 

and streamlined contracting process that would allow nonprofits to invoice on costs more quickly 

each year is vital to keeping organizations healthy and functional.  Even better would be a system 

that allowed at least partial payment at the start of the contract so that the nonprofit is not completely 

out of pocket for the costs of performing the contact. 

Overhead and Indirect Costs 

 We recognize that the priority for City agencies and the City Council is payment for direct 

services; it is important for the City to see the return on investment of the funding it is giving to legal 

and social services providers in the form of direct program outcomes.  Our priority is precisely the 

same – spend as much as possible on providing direct legal services to our clients in need.  But an 

organization needs space, computers, telephones, financial and grants management staff, and case 

management systems,  technology upgrades, human resources and compliance staff etc. in order to 

properly meet its contract obligations.  None of our City contracts pays more than 8.5% indirect 

costs, and some pay less than that.  Indirect and overhead costs, such as administrative, fundraising, 

fiscal, and human resources staff, are critical to keeping a nonprofit organization running, and direct 

services would not be possible without the people staffing these positions.  Unfortunately, the move 
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toward funding only direct services has left nonprofits struggling to find funding for these key 

positions and infrastructure needs.  These issues are only compounded by multi-year contracts that do 

not allow for annual increases for natural increases in salaries, rent, and other costs.  By loosening 

restrictions and allowing funding to cover more indirect and overhead costs, the City will ensure that 

nonprofits are able to run effectively and efficiently.   

Contract Audits 

 Despite the lack of funding for indirect costs, City contracts come with a considerable 

number of audits, both program and fiscal.  We understand and fully support the City’s right to have 

oversight over the nonprofits it is funding to ensure that agencies are doing what they say they are 

doing, and to confirm that they have appropriate systems for performing and tracking services.  

Nonprofits with a significant number of City contracts like NYLAG must dedicate sizable financial 

and administrative staff resources to coordinate and compile information for these audits, as they can 

happen at any time and often require full-time management for days or weeks at a time.  For 

example, we are currently preparing for an audit from a City agency on five FY15 contracts.  The 

organization conducting the audit has requested 43 separate documents, charts, and questionnaires, 

many of which require separate documents for each of the contracts.  Unfortunately, the City does 

not provide funding for these services, despite requiring them as a condition of taking funding for 

direct services.  In the absence of funding for the indirect costs associated with contract audits, I hope 

the City will consider a more predictable and coordinated process across agencies. 

Program Design 

 The funding that nonprofits receive from the City is absolutely critical to provision of 

services, but government entities and nonprofit agencies can improve the way they work together to 

maximize the efficacy of programs.  Of late, Requests for Proposal from the City have gotten more 

complex, requiring organizations to form partnerships to provide wraparound services to low-income 

New Yorkers.  While these new programs contain innovative ideas for service delivery, legal 
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services providers, community-based organizations, and other nonprofits would appreciate the 

opportunity to work with the Administration and the Council to discuss the issues that we are seeing 

on the ground as the direct service providers, and how we think programs can best be designed and 

implemented to ensure positive results.  Through the current system, nonprofits are often forced to 

make changes to successful programs to ensure that they will be eligible to receive funding from the 

City.  Further, the RFP process has become almost a “race to the bottom,” forcing nonprofits to 

compete with one another for the lowest cost per case rate.  Very low cost per case rates often force 

organizations to take on more “straightforward” cases and bypass those complex cases that will 

require more in-kind contributions from an organization. By allowing nonprofits a seat at the table, 

the City will be able to design even more effective programs that measure the real accomplishments 

nonprofits are achieving for low-income New Yorkers.   

I want to once again take the opportunity to thank Chair Rosenthal and the members of the 

Committee for their exceptional leadership and commitment to overseeing the contracting process in 

New York City, and for taking the time to listen to providers.  City contracts are integral to 

nonprofits serving low-income New Yorkers, and I welcome the opportunity to further discuss my 

suggested improvements to the contracting process with the Committee. 

 

Respectfully submitted, 

New York Legal Assistance Group 
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RISK MANAGEMENT 
FOR NONPROFITS



The 2015 bankruptcy of FEGS, the largest social service nonprofit in New York, shook the 

confidence of the city’s nonprofits. Coming in the wake of the turmoil at Cooper Union and 

the collapse of the New York City Opera, many trustees are asking new questions about the 

organizations they govern. What risks do we face?1 How risky are we in relation to our peers? 

Are we doing the right things to understand and mitigate our risks? How should we balance 

financial risk against programmatic reward? What should we do to reduce the potential 

hardships from financial distress?

Unfortunately, very few nonprofits have processes in place to address these issues of 

financial risk management. However, our research suggests that this can and must change.

 • New York City nonprofits are fragile: 10% are insolvent (18% in health and human 

services); as many as 40% have virtually no cash reserves (i.e., margin for error); and 

over 40% have lost money over the last three years. We believe that less than 30% are 

financially strong. Yet many trustees do not understand the financial condition of their 

organization or how it compares to its peers.

 • Distressed nonprofits have very limited ways to recover, so trustees must do all they can 

to reduce the risk that their organization becomes distressed in the first place. And they 

must take prompt, decisive action if it does.

 • Practices such as scenario planning, benchmarking and self-rating, and setting explicit 

financial stability targets, can improve risk management. A few organizations already do 

these things. Most do not.

We believe that the nonprofit sector can make dramatic improvements in risk management 

over the next few years – and bring more stability to vital programs. Institutions ranging from 

nonprofit umbrella groups to regulators, such as the Charities Bureau of the Office of the 

New York State Attorney General, also support better risk management.2 This report outlines 

concrete steps that organizations can take to manage risk better. These recommendations 

come from a study by SeaChange Capital Partners and Oliver Wyman on how to adapt 

private sector risk practices to nonprofits. It was motivated by recent failures and a concern 

that nonprofits face an increasing number of risks, including rising interest rates, the move 

to value-based payments in healthcare, and increased real estate costs. Organizations 

that don’t adopt better risk management may find themselves in an increasingly 

precarious situation.

1 By “risk” we mean unexpected events and factors that may have a material impact on an organization’s finances, operations, reputation, 
viability, and ability to pursue its mission.

2 The Human Services Council’s Commission on Nonprofit Closures’ recent report recommending a strong emphasis on risk 
management may be found at: http://www.humanservicescouncil.org/Commission/HSCCommissionReport.pdf.
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THE CONTEXT: STRUCTURAL CHALLENGES

Trustees often fail to appreciate the difficult conditions under which nonprofits operate. 

These conditions can be far more difficult than any they have seen before.

 • Tackling the hardest problems: Nonprofits address economically intractable and 

politically unappealing problems. This is true even though charities arose long before 

government social programs and have helped shape the public agenda.

 • Cost-minus funding: Most nonprofit funding, especially in health and human services, 

comes in the form of government contracts or restricted grants that virtually guarantee a 

deficit. Government contracts also create working capital needs because funding arrives 

after expenses are paid. These funds are also subject to unpredictable delays 

in payment.3

 • One-way bets: Nonprofits face contingent liabilities that can swamp them financially. 

These include claw-backs for disallowed expenses, after-the-fact audits, and unilateral 

retroactive rate reductions.

 • Zero-sum philanthropy: The total supply of philanthropy is largely fixed.4 Large 

organizations working in difficult issue areas will always be overwhelmingly reliant on 

government funding.

 • Cost disease: Nonprofits provide face-to-face, labor-intensive services that do not get 

more productive from technology. The real cost of these services has risen substantially 

over time and is likely to do so in the future.5

 • Recruiting and retention: Nonprofits face structural challenges in recruiting and 

retaining high-quality staff in finance, accounting, technology, and back-office functions. 

Factors driving this situation include the small size of many organizations, the challenge 

in providing career development, and competition from higher-paying for-profits.

 • Gales of creative destruction: Nonprofits operate in a dynamic environment. 

Challenges include demographics, funding fashions, political priorities, and real estate 

costs. The weak financial position of many nonprofits can make it difficult to respond.

It is no surprise that many nonprofits are always living close to the edge.

3 Advocates for the nonprofit sector are working to educate government about the risks these contracts impose on nonprofits and to 
advocate for changes. While trustees should hope that these efforts are successful, they cannot shirk their governance responsibility 
for risk management on the basis that “it’s the government’s fault.”

4 Philanthropy as a percentage of GDP has moved within a very tight band for at least the last 45 years 
(see https://philanthropy.com/article/The-Stubborn-2-Giving-Rate/154691), and philanthropy per nonprofit has actually fallen, 
as the number of nonprofits has grown faster than GDP and the population. Nevertheless, many nonprofits underinvest in development 
or have boards that do not recognize the vital role they must play in raising unrestricted funds.

5 See http://www.amazon.com/The-Cost-Disease-Computers-Cheaper/dp/0300179286 for a fuller explanation of this phenomenon. 
Nevertheless, many nonprofits could be more effective and efficient through better use of technology.
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THE PATH FORWARD: MORE ROBUST AND SYSTEMATIC 
RISK MANAGEMENT

Enterprise Risk Management in for-profit companies6 and our interviews with nonprofit 

leaders suggest a set of best practices for nonprofit risk management. They are in use at 

several leading nonprofits, and each one can make a real difference to any organization 

that adopts it.

1. Governance and Accountability for Risk Management: Oversight for risk 

management is part of the board’s legal duties of care, loyalty, and obedience. It should 

be an explicit responsibility of the audit and/or finance committee,7 with an appropriate 

dedication of time to the task. One leading organization reports that roughly 10% of total 

board discussion now revolves around risk. The committee responsible for risk must 

have direct communication with the finance function and with staff who have time to ask 

“What if?” It should report to and elicit input from the board as a whole. It should ensure 

that the board sets the right tone by communicating a commitment to risk management 

throughout the organization. This should be part of its strategy, culture, and pursuit of 

the mission.8 Organizations should develop an explicit risk tolerance statement. This is 

similar to mission and vision statements. It needs to indicate the limits for risk-taking and 

the willingness to trade short-term program impact for longer-term sustainability. 

A thoughtful risk tolerance statement will reduce the likelihood that an organization is 

either cavalier about risk or paralyzed by excessive risk aversion.

2. Scenario Planning: Organizations should keep a running list of the major risks they face. 

For each, they should indicate its likelihood and the expected loss (probably in terms 

of unrestricted net assets) if it occurs. Then they should consider actions to reduce the 

likelihood of it occurring and mitigate the damage if it does. The list may include a wide 

range of possible risks depending on the organization. Examples include lease renewal, 

cost overruns on a capital project, the non-renewal of an important funder, investment 

performance, and succession.

3. Recovery and Program Continuity Planning: Organizations should have plans for how 

to maintain service in the event of a financial disaster. Large organizations should also 

consider developing “living wills” to expedite program transfer. These living wills should 

be discussed in advance during stable times with government agencies and partners so 

everyone is prepared to act in a crisis.

6 For background see http://www.oliverwyman.com/what-we-do/financial-services/finance-risk.html and http://www.mmc.com/
global-risk-center/overview.html.

7 Some specialized risks – for example data/cybersecurity – might be located in other committees. Unlike financial institutions, even the 
largest nonprofits do not face the range of risks that would merit a dedicated “risk committee.”

8 For a discussion on the importance of “tone” and of risk management in the for-profit setting see http://www.wlrk.com/webdocs/
wlrknew/AttorneyPubs/WLRK.24301.15.pdf.

3

http://www.oliverwyman.com/what-we-do/financial-services/finance-risk.html and http://www.mmc.com/global-risk-center/overview.html
http://www.wlrk.com/webdocs/wlrknew/AttorneyPubs/WLRK.24301.15.pdf


4. Environmental Scan: On an annual basis, organizations should brief trustees about 

longer-term trends in the operating environment. They should consider the potential 

benefits of exploring various forms of organizational redesign in response, such as 

collaborations, mergers, acquisitions, joint ventures, partnerships, outsourcing, 

managed dissolutions, and divestments.

5. Benchmarking and Self-rating: Organizations should compare their financial 

performance to peers on an annual basis using IRS 990 data.9 They should also ask 

umbrella groups to collect more detailed and timely information from the peer group. 

Another option is to use a self-rating tool to combine financial measures into an overall 

indicator of organizational health.

6. Financial Stability Targets: Organizations should have targets for operating results 

based on minimum and long-term needs. An example might be not having two 

consecutive years of deficits. They should also have targets for cash, unrestricted net 

assets, operating reserves, and access to credit. Trustees should develop contingency 

plans for when minimum targets are not met. Since earning the requisite capitalization 

is so difficult, organizations must think creatively about how to build the necessary 

reserves. Ideas might include one-time capital campaigns and pledged funds from 

trustees for use in a crisis. Organizations should put in place monitoring and governance 

processes to ensure that reserves are not inadvertently used to fund operating deficits.

7. Reporting and Disclosure: Larger organizations should summarize their financial 

and programmatic results in a short plain-English report similar to the management 

discussion and analysis section of the SEC’s Form 10-K. This report should also cover 

their opportunities and risks in the context of internal and external conditions. Creating 

this type of report would give a sense of urgency to the underlying processes. It 

could also help reassure stakeholders such as trustees, banks, and regulators that 

organizations are doing all they can to ensure long-run sustainability.

8. Board Composition, Qualifications, and Engagement: Risk management requires 

a functioning partnership between capable management and a critical mass of 

experienced, educated, and engaged trustees. Organizations serious about risk 

management must redouble their effort to recruit trustees with a wide range of 

experience.10 They need to empower high-functioning committees. They also need 

to ensure ongoing education for both new and existing trustees. Trustees cannot 

participate in intelligent risk management unless they understand important contracts 

and the associated processes for approval and registration. They also must know the 

distinction between direct/indirect and allowed/disallowed costs. Many organizations, 

particularly large complex ones, would benefit from having an experienced nonprofit 

executive on their board with firsthand experience of the programs and the associated 

funding streams.

Few nonprofit organizations will be able to implement all of these practices, but all will 

benefit from spending more time anticipating and preparing for risks.

9 Tools like the Non-Profit Finance Fund’s NFF Financial SCAN can help with this (see http://nonprofitfinancefund.org/financial-scan).

10 An engaged and experienced board can be difficult to build and maintain when fundraising is its primary duty.  Organizations must 
accept that they will always have some members who just “write checks.” Organizations like BoardSource and others have tools to help 
boards with self-assessment.
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THE SCALE OF THE CHALLENGE: HOW “RISKY” IS THE 
NONPROFIT SECTOR?

Our analysis of the financial results of New York City nonprofits illustrates just how fragile 

many nonprofits are. It should provide useful context for trustees to understand their 

organization’s absolute and relative risk profile.

If New York City’s nonprofit sector were a single organization it would have revenues of 

$14.5 billion and a deficit (over the five years between 2009 and 2013) of -1.8% before 

investment income and asset sales.11 After investment income and asset sales, those 

margins rise to 3.4%.12 The aggregate figures suggest that things have been getting slightly 

better for the nonprofit sector taken as a whole.

There are three important measures of a nonprofits risk-bearing capacity that trustees 

should keep in mind: cash to cover immediate needs; unrestricted net assets as the best 

measure of a nonprofit’s “equity” that is available to bear losses or make investments; and 

operating reserves (the portion of the equity that is available in the short term).13 

In aggregate, the sector has cash, equity, and operating reserves equal to 2.9, 10.1, and 3.6 

months of expenses, respectively (based on 2013 figures). These cash and operating reserve 

ratios are well below the six-month level that nonprofit experts suggest is appropriate for 

many organizations.

The aggregate statistics conceal the very different circumstances facing individual 

organizations (and even entire sub-sectors) as becomes clear when the data 

are disaggregated.

 • More than 10% of the nonprofits are technically insolvent (i.e., their liabilities exceed 

their assets), including 18% in health and human services (in terms of service volume, 

these non-profits account for 8% and 11%, respectively.) Many of these organizations 

are limping from payroll to payroll with less than a month of cash, effectively borrowing 

from vendors (by delaying payment) and/or dipping into restricted funds. These 

organizations have no capital for investment and little ability to consider a thoughtful 

restructuring given the lack of resources to fund the associated one-time costs.

11 Based on a representative sample of approximately 1,335 nonprofits filing IRS Form 990s for which GuideStar has electronic data. 
This incudes all organizations with revenue of $1.0 million of more in each reporting year from 2009-2013, as well as a small fraction 
of smaller ones. We have excluded hospitals, medical research, organizations working abroad, higher education, private schools, and 
churches. See the appendix for more information.

12 The results of ResCare, a private equity-owned for-profit social service provider with high-powered incentives competing in a 
traditionally “non-profit” arena suggest that profit margins would only be a few points higher for large social service nonprofits if they 
were run to maximize profits. (See: http://seachangecap.org/wp-content/uploads/2016/02/ResCare-Form-10-K-2013.pdf).

13 Calculated as net unrestricted assets less fixed assets. FMA and others call variations on this liquid unrestricted net assets (LUNA). 
See www.FMAonline.net.
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 • Roughly, 40% of the organizations have virtually no margin for error, with cash 

and operating reserves of less than two months. (In terms of service volume, these 

organizations account for 36% in aggregate and 50% in health and human services.) 

Yet these figures actually overstate the real cushion for weaker organizations, since much 

of the available cash is restricted to certain purposes. At best, 20-40% of organizations 

appear to be financially strong, defined as having more than six months of unrestricted 

net assets.

 • The median nonprofit has earned an operating margin of -0.1% over the past three 

years (i.e., before investment income and asset sales.) The median margin rises to 

1% after consideration of these items, though 40-50% of the organizations have still lost 

money over the last three years.

 • Most nonprofits are small but the large ones provide the vast majority of services: 

50% are less than $2.4 million; 24% are between $2 and $5 million; and 80% are 

less than $10 million. Only 10% are $20 million or above.14 There are fewer than 50 

organizations of more than $50 million in the city.15 However, the smallest 50% of the 

organizations contributed only 5.6% of total service provision while the largest 5% 

provided almost 50%.

 • Nonprofits differ greatly in their reliance on philanthropy, but the majority of service 

provision comes from groups largely funded by the government. The median level of 

philanthropy is 32%. But roughly one-third of nonprofits receive more than 90% of their 

funding from the government. Nearly 80% of the largest human service organizations 

are 90%+ government-funded. When looked at by service volume, 53% of service is 

provided by groups with less than 20% private philanthropy (and 74% in health and 

human services).

We are not suggesting that nonprofit organizations should earn consistently large surpluses. 

After all, the organizations exist to pursue programs, not to build up internal resources. 

However, the profound under-capitalization and small scale of most organizations impedes 

necessary investments and makes prudent risk management all the more important. Yet, 

greater scale is not a panacea. For example, a large, well-run nonprofit organization with 

economies of scale might be able to earn a surplus of 1% on revenue in a typical year if it 

relies principally on government contracts. However, even after five years the resulting 

retained surplus would amount to less than three weeks of expenses. This is not enough to 

support appropriate investments in technology or infrastructure or to provide a cushion 

against unforeseen risks. Larger nonprofits typically have a lower proportion of revenue 

coming from private philanthropy. They are therefore more reliant on government contracts. 

Beyond a certain tipping point, even the most efficient organizations will not necessarily 

have sufficient private funds to offset the deficit from their government funding.

14 This is based on Guidestar data, which already excludes many organizations under $1.0 million, but this is not material to the 
distribution of service provision.

15 Again, excluding hospitals, higher education, nursing homes, FQHCs, etc.
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THE TRACK RECORD: HOW NONPROFITS HAVE DEALT 
WITH RISK

The sector’s overall fragility means that many nonprofits will experience financial distress. 

SeaChange and Oliver Wyman interviewed executive directors, board leaders, and funders 

of nonprofits that had struggled. Some went bankrupt. Others were rescued at the 11th hour 

by other organizations. Others “saw the writing on the wall” early enough to enter into an 

orderly merger or dissolution. Across the discussions, several themes emerged, as did some 

“worst practices.”

1. The organizations were fragile to begin with. Before the crisis hit they had limited 

resources and several years of deficits that had eroded whatever resources had once 

been in place.

2. The organizations had a longstanding challenge in recruiting and retaining a strong 

chief financial officer.

3. The crisis was precipitated by an event: the departure of the executive director; 

the non-renewal of an important funder; a change in government priorities or in the 

nature of government funding; a very meaningful (25-50%+) increase in scale; a real 

estate project that was large compared to the operating budget; or the emergence of 

a contingent liability (e.g., a Medicaid audit).

4. The organizations failed to do explicit scenario planning despite facing inherently 

uncertain situations. They did not pay enough attention to contingencies and 

milestones. Organizations were surprised by crises that could have been foreseen.

5. Trustees were not made fully aware of important long-term trends in financial 

performance or the operating environment. Important trends were masked by 

an exclusive focus on annual budgets, and year-to-date and year-over-year 

“rearview mirror” comparisons.

6. Trustees did not get timely, actionable information at the appropriate level of detail 

(i.e., by contract, program, or project) before or during the early stages of the crisis.

7. Trustees took too long to realize that there was a problem and then delayed taking 

action even after they had decided it was necessary. Executive directors and trustees 

suffered from magical thinking, particularly with respect to fundraising.

While there is a risk of 20/20 hindsight, we believe that many of these struggling nonprofits 

would have fared better, with less disruption to clients, had they put in place some or all of 

our recommended practices.
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THE WILL TO ACT

Risk management does not guarantee survival. Consolidation, mergers and acquisitions, 

divestments, and orderly wind-downs are part of a vibrant nonprofit sector. However, it 

is tragic when distress causes an organization to lose the capacity to make wise choices. 

This can result in exposing vulnerable people to the risk of disrupted services. It can also 

mean that hardworking staff lose paychecks or pensions and that trustees are exposed to 

personal liability for unpaid payroll taxes, etc. And in bankruptcy, everybody loses as scarce 

philanthropic assets are squandered on transaction costs. Similarly tragic are “zombie” 

nonprofits that are too weak to provide effective or efficient services and use whatever 

resources they can muster for organizational survival.16

Unfortunately, distressed or zombie nonprofits have few options for recovery. Unlike 

for-profits, they cannot attract funders with reduced price, seniority, or other advantageous 

terms. Nor are there any specialized nonprofit turnaround funders to evaluate and assume 

financial risks. In fact, most private funders run at the first sign of trouble, creating a 

nonprofit version of a run on the bank. Their best hope, if trouble comes, is to hobble along. 

This can mean hollowing out the program, freezing salaries, reducing headcount, borrowing 

from vendors, using restricted cash for impermissible purposes, and begging existing 

supporters (including trustees) for support.

Trustees must strive to maximize the good that their organization does while managing 

its risks. Balancing these can be challenging because of the passion they feel for the 

organization and its mission. Nonprofits lack the indicators of organizational health that 

reach the directors of for-profit businesses, such as stock prices or credit spreads. 

They also lack outside parties like activist investors, rating agencies, stock market analysts, and 

short-sellers to encourage them to step back and take an objective view of the situation.17 

In this context, nonprofit trustees in leadership positions must ensure that well thought-

through risk management processes are in place. In a challenging operating environment, 

the status quo is no longer acceptable.

16 Since creditors cannot put a nonprofit into involuntary bankruptcy and many nonprofits are too small for creditors to bother with, 
the zombie state can continue for a protracted period.

17 Despite all the reporting that FEGS was forced to do for government agencies and funders, nobody saw its bankruptcy coming. In fact, 
we have never been able to ascertain what the government actually does with its most comprehensive financial report, the CFR. We 
suspect they do nothing with it as it is virtually incomprehensible.
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APPENDIX

Exhibit 1: Contains aggregated financial information, including revenues, expenses, and balance sheet information, 
for selected New York City-area nonprofit organizations for the five years, 2009-2013. The “Ratios” table at the 
bottom of the exhibit expresses selected balance sheet data (receivables, payables, cash, etc.) for the industry as 
a whole as a function of the industry’s monthly expenses. The “2.9” figure for the cash ratio in 2013, for example, 
indicates that in 2013, the members of the industry in aggregate held an amount of cash on their balance sheets 
equal to 2.9 months of their average expenses over the course of the year. 
 
The underlying financial data included in this exhibit, as well as the following appendix exhibits, were provided by 
GuideStar, the world’s largest provider of information on nonprofit organizations. The data covers a representative 
sample of approximately 1,335 nonprofits filing IRS Form 990s for which GuideStar has electronic data. This includes 
all organizations with revenue of $1.0 million of more in each reporting year from 2009-2013, as well as a small 
fraction of smaller ones. We have excluded hospitals, medical research, organizations working abroad, higher 
education, private schools, and churches. For comparability, we have also excluded organizations that did not report 
in at least four of the five years (in US$ 000s).

INCOME 
STATEMENT 2009 2010 2011 2012 2013

Revenue, gains and other support

Program revenues 
and fees for service

$ 5,223,278 42% $5,128,111 39% $5,402,443 39% $5,538,738 40% $5,570,411 38%

Contributions 
and foundations

$7,184,109 58% $7,426,015 57% $7,598,450 55% $7,598,670 54% $7,944,816 55%

Investments, rental, 
special events 
and other

$277,035 2% $270,560 2% $282,082 2% $283,274 2% $279,845 2%

Net gain (loss) from 
asset sales

($265,486) (2%) $214,608 2% $590,255 4% $551,110 4% $684,988 5%

Total Revenues, Gains 
and Other Support

$12,418,936 100% $13,039,293 100% $13,873,231 100% $13,971,793 100% $14,480,059 100%

Expenses

Program services $10,874,010 85% $10,897,413 85% $11,222,968 85% $11,368,302 85% $11,501,606 84%

Management 
and general

$1,444,021 11% $1,411,218 11% $1,470,241 11% $1,521,296 11% $1,567,507 12%

Fundraising $497,004 4% $493,230 4% $513,746 4% $532,348 4% $551,764 4%

Total 
supporting services

$1,941,025 15% $1,904,448 15% $1,983,987 15% $2,053,644 15% $2,119,271 16%

Total expenses $12,815,035 100% $12,801,861 100% $13,206,955 100% $13,421,947 100% $13,620,877 100%

Net Income ($396,099) (3%) $237,433 2% $666,277 5% $549,846 4% $859,183 6%

Other adjustments 
to net assets

($1,509,869) $841,774 $947,442 ($781,706) $1,079,639

Net Assets, beginning 
of year

$19,982,390 $18,141,074 $19,237,436 $20,907,277 $20,138,577

Net assets, end 
of year

$18,076,422 $19,220,281 $20,851,155 $20,675,417 $22,077,399

Program Economics

Program expenses $10,874,010 100% $10,897,413 100% $11,222,968 100% $11,368,302 100% $11,501,606 100%

Less: Program 
revenues and fees 
for service

($5,260,301) 48% ($5,182,084) 48% ($5,447,692) 49% ($5,595,041) 49% ($5,618,450) 49%
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BALANCE SHEET (SELECTED) 2009 2010 2011 2012 2013

Assets (selected)

Cash and savings $3,146,439 $3,125,066 $3,270,493 $3,242,828 $3,321,957

Pledges, grants, loans and other 
receivables, net

$2,781,491 $2,733,467 $2,766,136 $2,612,081 $2,710,515

Accounts receivable (net) $1,294,345 $1,232,475 $1,326,965 $1,334,013 $1,502,303

Securities and investment programs $12,278,043 $13,048,281 $13,944,437 $13,912,682 $14,469,713

Intangible and other 
(incl. inventory)

$1,828,188 $2,279,656 $2,092,642 $2,268,351 $2,203,398

Fixed assets $6,614,600 $7,243,752 $7,895,163 $8,045,310 $7,933,579

Total assets $27,947,204 $29,664,130 $31,295,861 $31,419,309 $32,141,716

Liabilities (selected)

Accounts payable $2,734,847 $2,624,765 $2,737,697 $2,733,938 $2,751,513

Tax-exempt bond liabilities $1,477,375 $1,829,027 $2,034,056 $2,073,507 $2,065,011

Secured mortagages and 
notes payable

$2,953,587 $2,903,511 $2,445,458 $2,221,272 $1,838,371

Other liabilities $2,660,708 $3,070,052 $3,228,466 $3,731,593 $3,412,960

Total liabilities $9,806,734 $10,427,155 $10,445,512 $10,899,604 $10,068,607

Net assets (selected)

Unrestricted $9,494,266 $10,570,169 $10,813,341 $10,689,738 $11,447,120

Temporarily restricted $4,270,411 $4,189,961 $5,551,709 $5,410,933 $5,990,727

Permanently restricted 
(i.e, endowment)

$4,132,103 $4,180,165 $4,294,735 $4,404,275 $4,459,528

Total net assets $17,896,780 $18,940,295 $20,659,784 $20,504,946 $21,897,374

Total liabilities and net assets $27,703,514 $29,367,450 $31,105,296 $31,404,549 $31,965,981

RATIOS (MONTHS)

Receivables 3.9 3.6 3.5 3.4 3.5

Payables 2.6 2.5 2.5 2.4 2.4

Cash 2.9 2.9 3.0 2.9 2.9

Unrestricted net assets 8.9 9.9 9.8 9.6 10.1

Operating reserves 2.0 2.4 3.1 3.4 3.6

Program-level 
philanthropy need

$5,613,709 52% $5,715,329 52% $5,775,275 51% $5,773,262 51% $5,883,156 51%

Add: 
Management and 
general expenses

$1,444,021 13% $1,411,218 13% $1,470,241 13% $1,521,296 13% $1,567,507 14%

Pre-
philanthropy deficit

($7,057,730) 65% ($7,126,547) 65% ($7,245,516) 65% ($7,294,558) 64% ($7,450,662) 65%

Add: 
Net philanthropy

$6,694,534 62% $6,939,727 64% $7,085,934 63% $7,063,471 62% $7,378,443 64%

Operating 
surplus/(deficit)

($363,195) (3%) ($186,820) (2%) ($159,582) (1%) ($231,087) (2%) ($72,219) (1%)

Add: Gain/(loss) 
on investments and 
asset sales

($32,903) (0%) $424,253 4% $825,858 7% $780,933 7% $931,402 8%

Net Income ($396,099) (4%) $237,433 2% $666,277 6% $549,846 5% $859,183 7%
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Exhibit 2: Indicates the percentage of nonprofits that are insolvent, meaning that their liabilities exceed their assets, 
by year, sector, and size bucket. The final table in the Exhibit drills down on the results for the industry sector with 
the highest insolvency rate, Health and Human Services. The final table indicates that the elevated insolvency rates 
observed in the HHS sector are not confined to the smallest nonprofits, but in fact exist at four of the five size buckets 
defined for the purposes of this study. 
 
NYC Nonprofit Insolvency Indicators.*

INSOLVENCY: LIABILITIES ARE GREATER THAN ASSETS

Percentage of nonprofits that are insolvent by 
major industry group and year 2009 2010 2011 2012 2013 Average

1. Community capacity 8% 7% 7% 7% 8% 7%

2. Health and human services 16% 18% 18% 18% 18% 18%

3. Arts, culture and humanities 6% 7% 7% 8% 9% 7%

4. Education, science, technology and social sciences 5% 8% 6% 7% 8% 7%

5. Environment and animal-related 2% 6% 6% 2% 2% 4%

6. Youth development 5% 5% 7% 9% 10% 7%

7. Other 6% 6% 6% 6% 0% 5%

Total 10% 11% 11% 11% 11% 11%

Percentage of nonprofits that are insolvent by 
size and year 2009 2010 2011 2012 2013 Average

1. Grassroots 6% 8% 8% 8% 8% 8%

2. Small safety net 11% 11% 12% 13% 13% 12%

3. Mid safety net 14% 14% 16% 15% 14% 14%

4. Large safety net 11% 13% 12% 12% 14% 12%

5. Economic engines 6% 7% 4% 4% 5% 5%

Total 10% 11% 11% 11% 11% 11%

Percentage of nonprofits that are insolvent by 
major industry group, size and year 2009 2010 2011 2012 2013 Average

Heatlh and human services 16% 18% 18% 18% 18% 18%

1. Grassroots 10% 15% 15% 13% 14% 13%

2. Small safety net 22% 23% 23% 25% 24% 23%

3. Mid safety net 13% 15% 18% 17% 16% 16%

4. Large safety net 14% 15% 15% 16% 19% 16%

5. Economic engines 10% 10% 5% 5% 5% 7%
 
*  Nonprofit size categories are as follows: Grassroots, <$1 million; Small Safety Net, between $1-$5 million; Mid Safety Net, between $5-$10 million; Large Safety Net,   
    between $10-$50 million; Economic Engines, >$50 million.
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Exhibit 3: Shows the months of different forms of financial reserves that nonprofit organizations (both generally 
and in the HHS sector specifically) hold, by decile. For example, the top table indicates that the bottom 10% of all 
nonprofits hold cash reserves equal to 0.3 months of expenses (or a little more than a week), while the top 10% 
(or 90th percentile) hold cash reserves equal to 12.5 months of expenses (or slightly over a year).  
 
NYC nonprofit Liquidity/Debt ratios (2013).

MONTHS OF RESERVES BY TYPE

Aggregate 
Distribution (2013) 10% 20% 30% 40% 50% 60% 70% 80% 90%

1. Cash 0.3 0.8 1.4 1.9 2.6 3.7 5.0 7.3 12.5

2. Unrestricted net assets* -1.0 0.0 1.1 2.7 4.2 6.5 10.3 16.3 38.8

3. Operating -3.7 -0.3 0.3 1.4 2.8 4.4 6.7 11.1 24.8

4. Investments 0.2 0.5 0.9 1.6 2.5 3.7 6.0 10.0 21.2

5. Cash and investments 1.0 1.9 3.2 4.8 7.3 10.7 16.3 28.4 62.7

Health and human services 
distribution (2013) 10% 20% 30% 40% 50% 60% 70% 80% 90%

1. Cash 0.2 0.5 0.9 1.5 2.0 2.7 3.9 6.4 10.5

2. Unrestricted net assets* -4.4 -0.2 0.3 1.5 3.0 4.7 7.6 12.2 28.0

3. Operating -10.1 -1.9 0.0 0.6 1.8 3.2 5.0 8.5 22.6

4. Investments 0.2 0.3 0.6 1.1 1.5 2.4 3.9 7.0 13.2

5. Cash and investments 0.8 1.4 2.2 3.2 4.7 6.8 10.9 18.9 49.3
 
*  Unrestricted net assets is an equity proxy.

Exhibit 4: Shows average three year profitability margin, defined as net income/total revenue, by decile by sector 
and size bucket. The results indicate that roughly 30% to 40% of nonprofits have been unprofitable over the period. 
The bottom table demonstrates that, if the proceeds of asset sales and investment income are excluded and margin 
is measured purely on the basis of normal operating revenues, roughly 50% of nonprofits are unprofitable, across all 
sectors and size buckets.  
 
NYC nonprofit marginal analysis (2013).

3 YEARS AVERAGE MARGIN (NET INCOME/TOTAL REVENUE)

Distribution (2013) 10% 20% 30% 40% 50% 60% 70% 80% 90%

1. Community capacity -29.7% -11.6% -5.2% -1.2% 0.5% 2.2% 4.5% 8.3% 13.2%

2. Health and human services -19.6% -7.3% -3.3% -0.5% 0.4% 1.7% 4.3% 8.2% 18.6%

3. Arts, culture 
and humanities

-24.6% -10.0% -3.9% -1.5% 1.5% 3.7% 7.6% 13.9% 25.7%

4. Education, science, 
technology and 
social sciences

-28.2% -7.5% -3.0% 0.7% 3.7% 6.9% 11.6% 16.4% 32.5%

5. Environment and 
animal-related

-20.5% -11.1% -4.9% -0.4% 2.7% 5.7% 9.2% 13.2% 25.4%

6. Youth developement -18.3% -10.4% -5.9% -2.5% 2.4% 6.4% 8.9% 18.6% 28.1%

7. Other -37.7% -14.8% -1.3% 5.0% 5.8% 8.3% 9.3% 12.8% 16.2%

-23.9% -9.4% -3.9% -0.8% 1.0% 3.2% 6.3% 11.5% 21.7%
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1. Grassroots -58.4% -20.0% -9.1% -3.4% 1.4% 5.6% 8.8% 17.1% 40.0%

2. Small safety net -20.4% -10.0% -4.7% -1.3% 0.7% 3.2% 6.4% 11.4% 19.7%

3. Mid safety net -17.4% -6.6% -2.7% -0.9% 0.4% 3.0% 5.1% 8.6% 16.1%

4. Large safety net -10.3% -4.1% -1.8% 0.2% 1.3% 2.2% 4.1% 8.4% 15.1%

5. Economic engines -1.3% 0.1% 0.5% 1.1% 2.0% 2.5% 5.0% 8.4% 15.9%

-23.9% -9.4% -3.9% -0.8% 1.0% 3.2% 6.3% 11.5% 21.7%

3 YEARS AVERAGE MARGIN (TOTAL EXPENSES BEFORE ASSET SALES AND INVESTMENT INCOME/TOTAL REVENUE)

Distribution (2013) 10% 20% 30% 40% 50% 60% 70% 80% 90%

1. Community capacity -25.8% -12.0% -5.1% -1.9% 0.4% 1.6% 4.0% 9.1% 13.1%

2. Health and human services -28.4% -10.5% -4.8% -1.8% -1.0% 0.9% 2.6% 5.8% 16.3%

3. Arts, culture 
and humanities

-34.8% -18.0% -8.2% -4.0% -1.3% 1.5% 4.8% 11.6% 24.3%

4. Education, science, 
technology and 
social sciences

-35.1% -12.6% -4.6% -1.0% 0.9% 3.5% 7.1% 14.2% 22.9%

5. Environment and 
animal-related

-53.4% -13.5% -6.2% -1.6% 0.2% 2.9% 5.5% 12.9% 22.0%

6. Youth developement -28.8% -11.3% -6.6% -3.8% -0.8% 1.2% 7.2% 13.4% 27.5%

7. Other -38.2% -13.3% -4.3% 4.2% 4.9% 6.9% 8.1% 9.9% 16.4%

-33.3% -13.2% -5.9% -2.5% -0.1% 1.5% 4.0% 9.4% 18.9%

1. Grassroots -68.9% -27.7% -10.9% -3.6% 0.6% 3.6% 9.1% 15.5% 38.4%

2. Small safety net -27.9% -12.0% -6.1% -2.7% -0.3% 1.6% 4.2% 9.2% 17.7%

3. Mid safety net -26.1% -9.5% -5.0% -1.8% -0.3% 0.6% 3.6% 5.9% 12.4%

4. Large safety net -24.6% -7.3% -3.9% -1.5% 0.0% 1.1% 2.1% 4.9% 13.8%

5. Economic engines -20.4% -12.0% -5.6% -3.4% -1.4% 0.1% 0.7% 1.7% 4.3%

-33.3% -13.2% -5.9% -2.5% -0.1% 1.5% 4.0% 9.4% 18.9% 

Exhibit 5: Shows the distribution of nonprofits by size (as measured by expenditures, by sector by decile.) 
For example, the median nonprofit had expeditures of $2.4 millions.  
 
Distribution of nonprofit expenditure by size and sector (2013 functional expenses, in US$ 000s). 

DISTRIBUTION OF SPEND

Distribution (2013) 10% 20% 30% 40% 50% 60% 70% 80% 90% 95%

1. Community capacity $701 $1,036 $1,361 $1,819 $2,426 $3,410 $4,971 $8,476 $17,102 $38,410

2. Health and human services $537 $1,034 $1,552 $2,034 $2,926 $4,408 $8,268 $12,980 $32,001 $55,967

3. Arts, culture 
and humanities

$511 $839 $1,166 $1,484 $2,018 $2,624 $3,849 $6,217 $15,462 $40,217

4. Education, science, 
technology and 
social sciences

$566 $892 $1,220 $1,650 $2,224 $2,945 $5,208 $7,969 $15,042 $22,751

5. Environment and 
animal-related

$484 $1,112 $1,421 $1,706 $3,456 $4,905 $5,979 $8,985 $31,510 $93,187

6. Youth developement $550 $1,079 $1,416 $1,889 $2,398 $4,308 $6,255 $9,278 $13,512 $23,708

7. Other $961 $1,092 $1,409 $1,971 $2,178 $3,404 $5,465 $8,963 $24,002 $38,996

Entire sector $566 $966 $1,330 $1,762 $2,414 $3,533 $5,467 $9,511 $21,499 $45,824
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Exhibit 6: Shows the distribution of type of spend, by sector and by nonprofit size decile. For example, the largest 5% 
of nonprofits represented 51.2% of the spending. The smallest 50% of nonprofits represented 5.6% 
of the spending. 
 
Distribution of aggregate nonprofit expenditure by size and sector (2013 functional expenses, in US$ 000s).

AMOUNT OF SPEND

Distribution (2013) ≤10% 10%< x ≤20% 20%< x ≤30% 30%< x ≤40% 40%< x ≤50%

1. Community capacity $11,689 $19,382 $29,282 $35,780 $51,564

2. Health and human services $10,102 $37,022 $57,887 $78,171 $114,750

3. Arts, culture and humanities $9,220 $25,172 $35,639 $45,167 $62,708

4. Education, science, technology and 
social sciences

$3,429 $8,794 $12,326 $17,401 $23,635

5. Environment and 
animal-related

$1,112 $3,679 $6,350 $9,134 $11,986

6. Youth developement $2,296 $7,265 $10,070 $13,689 $17,481

7. Other $1,090 $2,084 $1,289 $3,402 $4,160

Entire sector $36,217 $102,131 $150,654 $201,824 $272,870

Percentage of entire sector 0.3% 0.7% 1.1% 1.5% 2.0%

AMOUNT OF SPEND

Distribution (2013) 50%< x ≤60% 60%< x ≤70% 70%< x ≤80% 80%< x ≤90% 90%< x ≤95% ≥95%

1. Community capacity $66,254 $97,123 $153,344 $295,542 $293,745 $1,100,983

2. Health and human services $166,784 $270,920 $463,517 $922,347 $980,423 $2,379,165

3. Arts, culture and humanities $81,761 $113,242 $176,421 $362,795 $446,192 $2,198,167

4. Education, science, technology and 
social sciences

$30,834 $48,200 $76,239 $122,829 $113,191 $516,403

5. Environment and 
animal-related

$20,104 $32,763 $37,118 $61,052 $171,600 $391,042

6. Youth developement $26,967 $42,388 $62,031 $90,244 $76,832 $251,441

7. Other $3,176 $8,394 $7,966 $23,496 $38,578 $40,667

Entire sector $386,347 $580,354 $955,848 $1,853,053 $2,110,060 $6,973,420

Percentage of entire sector 2.8% 4.3% 7.0% 13.6% 15.5% 51.2%
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Exhibit 7: Shows the portion of nonprofits’ revenues that are accounted for by philanthropy – by sector, size 
bucket, and decile. The results indicate that the while median nonprofit receives roughly 32% of its revenue from 
philanthropic sources, the median nonprofit in the health and human services sector receives only 9% of its revenue 
from philanthropy – highlighting this sector’s greater reliance on non-philanthropic, primarily governmental, 
sources of funding.  
 
Distribution of philanthropy as a percentage of gross total revenue by size and sector (2013).

Distribution (2013) 10% 20% 30% 40% 50% 60% 70% 80% 90%

1. Community capacity 0.0% 0.4% 7.5% 20.7% 37.3% 59.3% 77.2% 87.5% 97.5%

2. Health and human services 0.0% 0.0% 0.5% 2.8% 9.2% 19.2% 37.6% 64.0% 87.5%

3. Arts, culture 
and humanities

6.5% 15.3% 25.8% 37.6% 44.5% 53.1% 61.7% 73.9% 86.5%

4. Education, science, 
technology and 
social sciences

0.0% 1.3% 8.2% 17.5% 38.0% 53.1% 73.1% 89.3% 96.7%

5. Environment and 
animal-related

2.2% 14.8% 27.1% 45.0% 63.6% 77.3% 85.5% 93.6% 99.3%

6. Youth developement 0.0% 5.0.% 20.2% 34.4% 44.9% 59.2% 76.0% 85.7% 94.3%

7. Other 0.0% 3.5% 13.7% 20.0% 38.2% 68.7% 89.7% 93.4% 97.9%

0.0% 1.3% 7.4% 17.9% 32.1% 46.6% 62.4% 79.3% 93.7%

1. Grassroots 0.0% 1.7% 11.8% 30.3% 48.1% 67.4% 81.3% 90.1% 98.9%

2. Small safety net 0.0% 1.4% 9.0% 21.8% 38.1% 51.9% 63.8% 78.0% 92.2%

3. Mid safety net 0.0% 1.7% 6.1% 13.6% 23.2% 38.5% 56.5% 78.0% 90.2%

4. Large safety net 0.0% 0.5% 4.8% 11.2% 18.4% 23.0% 33.4% 49.0% 76.5%

5. Economic engines 0.1% 1.5% 3.9% 6.0% 14.8% 20.1% 28.4% 51.7% 74.5%

0.0% 1.3% 7.4% 17.9% 32.1% 46.6% 62.4% 79.3% 93.7%

Health and human services 
distribution (2013) 10% 20% 30% 40% 50% 60% 70% 80% 90%

1. Grassroots 0.0% 0.0% 0.1% 3.6% 16.3% 45.6% 71.2% 83.7% 99.5%

2. Small safety net 0.0% 0.0% 0.4% 2.4% 9.9% 21.8% 48.8% 68.4% 88.7%

3. Mid safety net 0.0% 0.1% 1.0% 2.8% 6.1% 13.5% 31.5% 58.2% 86.6%

4. Large safety net 0.0% 0.2% 0.6% 4.8% 10.5% 17.6% 22.3% 30.4% 57.5%

5. Economic engines 0.1% 0.7% 1.3% 2.7% 3.5% 4.6% 6.0% 12.4% 35.6%

0.0% 0.0% 0.5% 2.8% 9.2% 19.2% 37.6% 64.0% 87.5%
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Exhibit 8: Shows similar information to Exhibit 7, but represents philanthropic revenue as a percentage of total 
functional spend by size bucket and decile. For example, organizations with 10% or less of private philantrophy 
represented 37.4% of total spending. 
 
Distribution of philanthropy revenue as a percentage of total nonprofit spend by size and sector (2013).

Distribution (2013) <10% <20% <30% <40% <50% <60% <70% <80% <90%

1. Community capacity 39.3% 53.3% 59.0% 70.9% 73.3% 74.5% 76.5% 82.8% 94.8%

2. Health and human services 65.1% 73.5% 81.9% 83.7% 87.4% 89.6% 91.0% 92.5% 95.8%

3. Arts, culture 
and humanities

6.0% 31.3% 51.5% 62.2% 80.1% 86.5% 89.9% 94.1% 97.9%

4. Education, science, 
technology and 
social sciences

29.1% 66.5% 72.1% 79.2% 81.9% 84.5% 87.5% 89.8% 90.7%

5. Environment and 
animal-related

3.6% 12.8% 15.0% 21.8% 22.5% 22.5% 59.4% 90.0% 91.8%

6. Youth developement 24.7% 38.8% 54.5% 73.5% 75.4% 81.1% 81.5% 87.2% 92.6%

7. Other 6.9% 15.3% 45.6% 48.0% 50.6% 50.6% 50.6% 50.6% 62.7%

Entire sector 37.4% 53.4% 64.5% 71.6% 78.5% 81.6% 85.6% 90.4% 95.1%

1. Grassroots 25.6% 31.2% 36.1% 40.2% 48.9% 52.6% 59.8% 67.8% 80.6%

2. Small safety net 29.1% 38.3% 45.9% 51.8% 59.4% 66.8% 73.2% 81.3% 88.4%

3. Mid safety net 33.1% 44.5% 50.2% 58.8% 67.0% 71.9% 74.1% 80.4% 89.4%

4. Large safety net 39.5% 52.3% 64.9% 74.8% 81.5% 85.8% 87.4% 88.9% 95.2%

5. Economic engines 39.2% 60.2% 72.4% 77.7% 84.2% 85.3% 90.5% 96.2% 98.2%

Entire sector 37.4% 53.4% 64.5% 71.6% 78.5% 81.6% 85.6% 90.4% 95.1%

Health and human services 
distribution (2013) <10% <20% <30% <40% <50% <60% <70% <80% <90%

1. Grassroots 43.0% 50.7% 54.1% 54.1% 57.6% 62.6% 64.6% 75.8% 81.9%

2. Small safety net 47.2% 55.8% 65.8% 69.7% 71.6% 75.3% 79.2% 84.6% 90.2%

3. Mid safety net 52.0% 64.4% 66.2% 71.8% 77.6% 81.4% 82.6% 87.4% 98.5%

4. Large safety net 55.2% 67.2% 80.9% 83.5% 87.3% 91.5% 93.9% 95.4% 97.0%

5. Economic engines 79.4% 84.0% 89.4% 89.4% 93.0% 93.0% 93.0% 93.0% 95.6%

Entire HHS sector 65.1% 73.5% 81.9% 83.7% 87.4% 89.6% 91.0% 92.5% 95.8%
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Good afternoon, I am Dr. Jeremy Kohomban, and I represent four organizations that employ 
over 1,500 New Yorkers.  Together, The Children’s Village, Harlem Dowling, Inwood House, and 
the Bridge Builders Community Partnership in Highbridge serve more than 20,000 New Yorkers 
each year. 
 
We serve a broad range—from children considered to be at highest-risk for harm to children 
and families who simply need a meal or a safe and affordable place to call home.   
 
The Children’s Village has benefited from the leadership and support of New York City, which 

has historically been exemplary in helping us do this work.   The Mayor’s 2.5% COLA and the 

push for equity are examples of this leadership.  In return, we, like the other nonprofits 

represented here today, have been there for New York City during the good times and in those 

difficult times.   In fact, let me go even further by saying that charities like us created New York 

City’s safety net.  Today, during crises, we are the lifeline that New Yorker’s depend on.  We are 

embedded in communities, many of us are available around-the-clock and, in many cases, we 

are the visible representation of responsive government.   

However, I believe that government has taken us for granted. We lack the support needed to 

continue to make our City the envy of the world.   The current status quo of underfunding, 

delayed payments and competing and confusing regulatory demands is draining us of resources 

and driving many mission-critical organizations into survival mode.   

Our entire sector provides services at rates far less costly than any government agency. Despite 
this reality, contract reimbursement often refuses to take into account the annual escalations 
that include healthcare, cost of living and a living wage for our staff.   At The Children’s Village, 
our Federally-approved indirect rate is 13%, but NYC caps indirect costs at 10%, forcing us to 
absorb the additional costs. In addition to this underfunding, we also deal with delayed 
reimbursement and the often hidden cost of unreimbursed interest payments that we are 
forced to make on extended credit lines. 
 
While we are untiring in our fundraising, our donors are most interested in helping children and 
families and least interested in subsidizing what they are increasingly seeing as government 
shirking its responsibility.  I would be remiss if I did not note that, without our generous donors, 
The Children’s Village would not be in a position to serve New York as we do today, perhaps not 
at all.  
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Mandate overload and confusing and competing regulations are an additional burden, with real 
human and financial costs.  There continues to be a trend of well-intended mandates and 
regulations that are imposed on us with no additional reimbursement.  We have also seen the 
intentional shifting of liability from government to nonprofits. These translate into additional 
costs for the nonprofit and also for government.  This also make our front-line work extremely 
difficult by creating a “gotcha” culture – basically, a culture of fear among those employees 
who we depend on to be on the front lines, often serving in very difficult circumstances.   
 
What’s stunning about all of this is that some, and possibly most of these mandates and 
regulations can be streamlined. Is it really necessary or useful to anybody to have a hundred 
plus program and fiscal audits every year?  We believe mandates and regulations can be 
streamlined to be supportive rather than repressive, if we work together.  
 
In closing, I ask that you consider working on three problems that would make a significant 
difference in our ability to serve New Yorkers: fund nonprofits at fair rates; pay us on time; and 
work with us to streamline and reduce unfunded mandates.  
 
Thank you for the opportunity to testify about these important issues.  




























