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PURSUING NONPROFIT SUSTAINABILITY 

Understanding and Strengthening Nonprofit Business Models 
 

 

“Today, nonprofit leaders are deeply challenged by an array of complex, changing, urgent 

pressures that demand faster, smarter decisions than ever before. Success cannot be driven – 

or measured – by long-term, detailed plans and whether those plans were carried out as written. 

Instead, community nonprofits sail in stormy seas where changing conditions mean a new route 

must be plotted every day. And on board these tossing ships is precious cargo: the lives of 

people in our communities, and the spirits and hearts of communities themselves.” 

 

-Nonprofit Sustainability: Making Strategic Decisions for Financial Viability  

 

Workshop Agenda: 

o Introductions 

o Setting Context:  

o Nonprofit Sustainability Overview 

o Business Models Overview 

o Visualizing Our Business Model: 

o Creating the Matrix Map 

 Identifying Programs  

 Assessing Mission Impact / Criteria 

 Determining / Evaluating Profitability 

o Understanding our Business Model: Analyzing the matrix map 

o The Message of the Map 

o Strengthening Our Business Model: 

o Making Strategic Decisions and Improving Sustainability 

o Ongoing Decision-Making  

© 2016 Spectrum Nonprofit Services, LLC unless otherwise noted.  All rights reserved. Parts of this workbook are taken from Nonprofit Sustainability: Making 

Strategic Decisions for Financial Viability published by Jossey-Bass ©2010 by Jan Masaoka, CompassPoint Nonprofit Services, and Spectrum Nonprofit 

Services, LLC and The Sustainability Mindset published by Jossey-Bass ©2014 by CompassPoint Nonprofit Services and Spectrum Nonprofit Serivces, LLC. 

The information provided does not constitute legal or financial advice. While every effort is made to ensure the accuracy of the information, no guarantees are 

provided and you should not rely on it for any financial or legal purpose. For financial or legal advice, please contact a certified public accountant or attorney 

licensed in your area.  For permission to reproduce or reprint any portion, please contact Spectrum Nonprofit Services at 414.226.2322. 
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Nonprofit Sustainability 
What does this mean?

 

 

Write down 5 words or phrases that you associate with nonprofit sustainability. 

 

 

1. _____________________________________________ 

 

 

 

2. _____________________________________________ 

 

 

 

3. _____________________________________________ 

 

 

 

4. _____________________________________________ 

 

 

 

5. _____________________________________________ 
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What is Sustainability? 
 

Sustainability means different things to different people. Foundations and social entrepreneurs often think 

of sustainability in terms of ongoing revenue creation and using earned revenue strategies to support the 

organization.  Others think of it as building a reserve or endowment. In short, sustainability is doing what 

is required to meet the needs of the present without compromising the ability of future generations to 

meet their own needs.  We define it as follows: 

“Sustainability encompasses both financial sustainability (the ability to generate resources 
to meet the needs of the present without compromising the future) and programmatic 
sustainability (the ability to develop, mature, and cycle out programs to be responsive to 
constituencies over time).” 

It is an Orientation, not a Destination 

Often when Boards of Directors talk about sustainability they think of it in terms of a destination.  “We 

want a sustainable business model” is a common refrain at planning meetings.  However, sustainability 

isn’t a destination that you reach and then relax.  Rather, just like the world we live in, sustainability is 

constantly changing and evolving.  What is sustainable today may not be sustainable tomorrow. 

 

 

 

Defining your Business Model 

“Leadership’s hypothesis about which impacts will engage human and financial 
participation.” 

One of the primary differences between a for-profit business model and a non-profit business 

model is that it encompasses the dual-bottom line of nonprofit by focusing on not only how the 

organization generates financial resources, but also how it uses those resources for impact.   

Your Sustainability 
 

On a scale of 1 to 4, how would you rate your organization’s sustainability? Why? 

(1 – Unsustainable, 2 – Facing Unsustainable, 3 – Facing Sustainable, 4 – Sustainable) 

 

  

“It is not a one-time thing, not an episodic thing, not a senior 

management thing or a board of director’s thing. It’s really a 

mindset and way of organizational being.” 
 

-The Sustainability Mindset: Using the Matrix Map to Make Strategic Decisions 
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The Matrix Map 

The business model encompasses not only how the organization generates revenue, but also 

how it allocates its resources to accomplish its mission.  Therefore, to visualize our business 

model we start by looking at each of our activities on both financial profitability and mission 

impact.   

The matrix map is a tool on which you can assess each of the organization’s activities along 

both mission impact and financial profitability.  The matrix is then broken into four quadrants 

with a differing strategy for each quadrant to strengthen the business model.  

 

The matrix map is created by assessing the mission impact and profitability of each mission-

specific and fund development program.  The activities are then plotted on the Matrix according 

to the assessment. The resulting image paints a picture of the organization’s current business 

model, showing how the organization achieves impact while remaining financially viable.  

A sample is included on the following page.  The bubble size represents the expenses for each 

program.  From the map you can see where the organization is generating revenue, where the 

organization is allocating resources and which of the organization’s activities are having impact.  

How these activities inter-relate is what determines the sustainability of the organization.
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Matrix Map Process 
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Identifying Programs 

Business decisions are made not in the abstract but in the context of an existing business model, 

regardless of whether that business model has been articulated.  The first step in making the business 

model explicit is identifying the organization’s core activities, both mission-specific programs and fund 

development programs. We use these terms interchangeably and suggest that you pick the one that best 

engages your staff and board in this kind of business thinking.  Core activities are represented by the 

groups of essentially similar products, services, and revenue-generating vehicles that make up the 

organization’s overall effort.   

When leaders first identify programs, there may be some debate about where certain activities live. For 

instance, you will note that at Tempest Theater the leaders separate the English-language and Spanish-

language plays: 

Impact and Revenue Strategies at Tempest Theater 

Program Impact Strategy Financial Strategy 

English-language performances 

of plays originally in Spanish 

Entertain and challenge English-

speaking and bilingual 

audiences, using Latino cultural, 

economical, and other relative 

themes 

Season and single-show ticket 

sales 

Performance of Spanish-

language plays 

Entertain and challenge English-

speaking and bilingual 

audiences, using Latino cultural, 

economical, and other relative 

themes 

Season and single-show ticket 

sales 

After-school drama workshops Engage young people in the 

theater; provide positive options 

for at-risk kids; build an 

audience 

Parent fees and city contracts 

Newsletter Market plays and workshops; 

elevate the profile of local actors 

and playwrights 

Individual donations and season 

ticket sales 

Special events Build a community of donors and 

supporters; raise unrestricted 

funds 

Ticket sales and auction 

Although one could argue that all the plays could be grouped into a core activity called “productions,” 

leaders determined that the two sets of plays have very different audiences and impacts and therefore 

need to be understood as distinct mission-specific programs. 

Every program – both mission-specific programs and fund development programs – has both an impact 

strategy which articulates how it accomplishes the organization’s mission and a financial strategy or how 
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it generates resources. The individual products and services, the grouped core activities, and the impact 

and revenue strategies together constitute the community nonprofit business model. 

Mission Impact 
Unexpectedly, discussions about mission impact are often difficult to hold in nonprofit organizations. 

There's an implicit assumption that everything is important, that everything is working towards the 

mission. And that's usually true. But everyone also realizes -- yet seldom says -- that some programs 

have higher impact than others. After we have determined programs and selected criteria, it is time to 

assess mission impact.  We do this through a survey.   

 

Assessment Criteria 

 

Who should we survey? 

The survey pool can vary from organization to organization but typically consists of Board of Directors 

and senior management.  Some organization will open it up to the full staff while others will limit it to 

simply a board/staff taskforce.  Find a pool that will be knowledgeable about the programs and be able to 

contribute to the survey.  Sometimes boards have the managers for each program come and present 

information to the board and then conduct the survey after the last presentation.  This not only helps 

accomplish your process, but is a great educational opportunity for board members and professional 

development opportunity for staff.   

 

A word on "objectivity:" Rather than try to eliminate individual judgment in assessing impact, this method 

harnesses individual judgment that has been informed by data. For instance, the executive director's 

assessment of pre-natal workshops for expectant mothers will be based on several factors, including the 

results of a longitudinal study of the program, her direct observation of the program, her knowledge of 

similar programs elsewhere, what she's heard clients comment, and so forth. It would be a mistake to ask 

her to use only the results of the longitudinal study in assessing the program's impact. Instead, we want to 

make use of everything she knows, and to make use of everything that other members of the 

management team know.  

Potential Criteria Definition 

Contribution to intended 

impact 

Relative to other programs, how well does this program contribute to what the 

overall organization aims accomplish? 

Excellence in execution 
Is this program something that the organization delivers in an exceptional 

manner? 

Scale How many people are touched or influenced by this program? 

Depth How profound is the level of intervention with this program? 

Significant Unmet Need 

Is there significant competition or are there similar offerings of this program?  Is 

there an adequate supply of services to meet the demand for them in our 

community? 

Community Building 
Does this program build community around the program or the organization as a 

whole? 

Leverage 
Does this program benefit from and nurture important relationships and 

partnerships inside and outside the organization? 
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Program Overview 

Program Name:  

# of people touched:  

Funding Streams:  

In a single sentence, what is being 

offered with this program? 

 

Who benefits from or who is the target 

audience for the program? 

 

How deep is our involvement with the 

constituent in this program? 

 

Is this program something we do 

exceptionally well?  How so? 

 

Are there other organizations or 

competitors that offer something 

similar to this program? 

 

How does this program help build 

community around our organization? 

 

 

Calculating the impact: 

Take the average rating of the four criteria for each program to come up with an overall rating on the 

program’s mission impact. 
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Sample Impact Scoring Sheet with Compiled Scoring, Everest Environmentalists:  

 

Program 
Contribution 

to Impact 

Excellence 
in 

Execution 

Significant 
Unmet 
Need 

Community 
Building  

Mission 
Impact 
Score 

Environmental Education  

4 4 3 2   3.25               

 Restoration and 
Reforestation 

4 3 1 4   3.00           

 Nursery 

3 1 1 2   1.75 

 Resource Library 

2 1 1 2    1.50 

 Direct mail 

2 2 1 3   2.00 

Solicitation of major donors 

2 3 1 3 
 

2.50 

Annual event 

1 2 1 2 
 

1.50 

Site rentals 

2 2 1 1 
 

1.50 
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Calculating Profitability 

To consider financial profitability we consider the revenue and the true costs for each program. When 

calculating true costs for a program, we need to make sure we include all the relevant expenses that 

allow that program to run and the organization to operate. These include direct expenses, shared costs, 

and administrative costs. 

Calculating true costs 

When calculating the true costs for a program we need to make sure we include all relevant expenses 

that allow that program to run and the organization to operate.  These include:   

 

Direct Expenses 
This includes all staff that work for a program along with any costs incurred to 

accomplish their objectives such as client assistance, printing, program supplies, etc. 

Shared Costs 

Shared costs are those expenses shared among all activities of an organization such 

as office supplies, occupancy and insurance.  They are typically allocated based on 

the number of employees that work in each activity, but there are other acceptable 

allocation methods. 

Administration 

Administrative costs include the finance department and the Executive Director’s 

time working with the Board of Directors.  While these expenses are not allocated for 

purposes of your IRS Form 990 or audited financial statements, we do allocate them 

to calculate the true cost since they should be recovered by each program.   

 

Do we allocate fundraising costs? 

In determining your true costs the allocation of fundraising expenses is a judgment call.  If your 

organization receives unrestricted contributed support, typically from individuals or general operating 

support of foundations, we tend not to allocate these costs.  Rather, the unrestricted support should first 

offset the fundraising expenses with any remaining money going towards programs.  While we recognize 

that some fundraising expenses go towards writing restricted grants, this is probably the easiest way to 

handle fundraising expenses unless a time allocation is available.   

Allocating Revenue 

Allocating revenue tends to be a little more awkward for people in this process since they are not used to 

doing so.  We split revenue between your activities based on which activity is responsible for bringing in 

the money.  When looking at your revenue, ask yourself this question:  “Would we receive this money if 

we didn’t run this program?”  If the answer is yes, then the money may be unrestricted and should be put 

into fundraising.  If the answer is no, it should be allocated to that program.  Restricted foundation grants 

and government fee-for-service contracts are allocated to the programs they support. 

Determining Profitability 

After we’ve determined the true costs and allocated revenue to each program, profitability is determined 

by merely offsetting these two.  For many organizations this may be a new way of looking at their 

organization either because they don’t typically break expenses or revenue down by individual program, 

or, even if they do, they may not typically allocate out all administrative costs.  Regardless, it is a helpful 

way to determine the surplus generated or the subsidy required for each program.  Remember, just 

because a program requires a subsidy does not mean it is a “bad” or “poor performing” program.  That is 

only one side of the dual-bottom line.
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The tables below show the calculation of full costs, allocation of revenues and determination of full costs for Everest Environmentalists.  

 

Assignment of Revenue by Programs, Everest Environmentalists 

 

Determination of Full Costs, Everest Environmentalists 

 
ENVIRONMENTAL 

EDUCATION 

RESTORATION 

AND 

REFORESTATION 
NURSERY 

RESOURCE 

LIBRARY 

SITE 
RENTALS/ 
BIRTHDAY 

PARTIES 

DIRECT 
MAIL 

SOLICITATION 
OF MAJOR 
DONORS 

ANNUAL 
EVENT 

COMMON 
COSTS 

ADMINISTRATION 

Direct expenses 746,300 488,300 184,300 12,900 8,300 147,400 59,000 66,300 160,000 162,200 

Allocation of 
common costs 

63,700 41,700 15,700 1,100 700 12,600 5,000 5,700 (160,000) 13,800 

Total before 
administration 

810,000 530,000 200,000 14,000 9,000 160,000 64,000 72,000 — 176,000 

Allocation of 
administration 

80,000 50,000 20,000 1,000 1,000 15,000 6,000 3,000 — (176,000) 

Full costs 890,000 580,000 220,000 15,000 10,000 175,000 70,000 75,000 — — 

 

 

 
ENVIRONMENTAL 

EDUCATION 

RESTORATION 

AND 

REFORESTATION 
NURSERY 

RESOURCE 

LIBRARY 

SITE 
RENTALS/ 
BIRTHDAY 

PARTIES 

DIRECT 
MAIL 

SOLICITATION 
OF MAJOR 
DONORS 

ANNUAL 
EVENT 

ADMINISTRATION 

Contributions      220,000 170,000 135,000  

Restricted 
foundation grants 

14,000 195,000 120,000       

Government 
contracts 

900,000 200,000        

Fees     15,000     

Total revenue 914,000 395,000 120,000  15,000 220,000 170,000 135,000  
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Determination of Profitability, Everest Environmentalists 

 

 
ENVIRONMENTAL 

EDUCATION 

RESTORATION 

AND 

REFORESTATION 
NURSERY 

RESOURCE 

LIBRARY 

SITE 
RENTALS/ 
BIRTHDAY 

PARTIES 

DIRECT 
MAIL 

SOLICITATION 
OF MAJOR 
DONORS 

ANNUAL 
EVENT 

ADMINISTRATION 

Total revenue 914,000 395,000 120,000  15,000 220,000 170,000 135,000  

Full costs 890,000 580,000 220,000 15,000 10,000 175,000 70,000 75,000  

Profit 24,000 (185,000) (100,000) (15,000) 5,000 45,000 100,000 60,000  
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Creating Your Matrix Map 
After you have assessed the mission impact and the financial profitability of your mission-specific and 

fund development programs, you are ready to create your matrix map.  Begin by creating a grid with 

profitability on the x-axis and impact on the y-axis.  Each program is plotted on the graph depending on 

where they rated for mission impact and for profitability.  The size of the bubble is determined by the 

expenses for the activity to reflect where the organization is spending its resources.  The map should 

include both the mission-specific and the fund development programs.  

 

This method of mapping your core activities according to their impact and financial profitability, and then 

sizing the activities according to their expenses, can be used for any organization, regardless of its 

mission, its age, or the size of its budget. 
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How do our bubbles cluster? Do we have the “right” revenue? 

Heart – Money Tree 

Shining Star 

Break Even 

Crisis 

Stagnation 

Other / Mix 

 

 What is the message behind how our 

bubbles cluster? 

 Does the current revenue mix reliably produce a 

modest surplus? 

 Do we have a reliable source of unrestricted support? 

 Are our largest sources of income paying for work that 

we deem essential to our intended impact? 

 Are we relying on a funding stream that is changing 

substantially, and is that change beyond our control or 

not? 

 Are we relying on a funding stream that is misaligned 

with our organizational values? 

 What is our desired revenue mix? 

Are the dynamics of our market landscape changing in critical ways? 

Position in Field or Movement 

 Who are the 3-5 most similar organizations to ours in the market? 

 Are their programs growing and/or changing in ways that move them closer to or further from our approach 

and constituency? 

 Have they developed programming that is superior in impact to ours? 

 Are we a sought-out partner by others in our community or field? 

 Do we actively contribute to network(s) critical to our intended impact? 

 Do we have staff and board members viewed as thought leaders in our community or field? 

 Do we have strategic relationships in the government and business sectors? 

 

Perception among Donors and Funders 

 What is the motivation behind the key donors or funder segments? 

 What is the perceived commitment of our donors and funder segments? 

 What is our support and revenue strategies trending? 

 Should we complete a Donor and Funder Commitment Analysis? 

 

Perception among Clients and Participants 

 Are there any changes in how or which clients and participants are engaging with our organization? 

 Are clients and participants choosing one or more of the other organizations listed above over us? 

 Are clients satisfied with our overall level of performance? 
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Messages from the Map  
After analyzing your matrix map through these lenses, you should distill the meaning of the map 

into three to five key messages and priorities for strengthening the map.  Some examples of key 

messages might be: 

 We meet out budget each year on the back of our statewide conference, so we need to 

be continuously innovating that program to nurture its relevance and appeal to attendees 

and sponsors. 

 Our dues from members have declined consistently over the past three years.  We need 

to determine if this is a dying or a salvageable revenue strategy for our organization. 

 Whereas our retired founder was viewed as the go-to voice on strategy in our 

movement, now stakeholders look to the leaders of other organizations to set direction.  

We’ve lost ground as thought leaders. 

 We are making our case well to individual donors in our movement, but institutional 

funders are looking for measurable results that we have not yet built the capacity to 

provide. 
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Now, with a shared understanding of your matrix map’s messages about the strength of your overall 

organizational business model, it is time to turn to a program-by-program strategic inquiry based on 

where in the map each of your programs lands. Your organization’s performance is the aggregate 

performance of your programs, so continued rigor and candor in these conversations is critical.  Over a 

series of conversations, consider each quadrant and inquire into why each mission-specific and fund 

development program landed there and what the group’s thoughts are for initial decision-making 

implications. 

 

For each quadrant we offer a simple starting point – a strategic direction to consider and ultimately argue 

for or against with respect to each program that lands there.  The key is to entertain options other than 

the status quo and to be in a stance of rigorous inquiry about the possibilities.   

 

 

 
  

What are the key messages from your Matrix Map? 

   

   

   

   

 

What are the top 3 to 5 priorities to improve your business model? 

   

   

   

   

  

Sustainability is an orientation. You’ll never arrive at a place where you can rest. Rather, you 

must continue to understand your constituents’ needs, you organization and your environment 

and have the courage necessary to make the decisions to strengthen your organization. So, as 

you reflect on your analysis, what decision could you make today to improve your sustainability? 
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The Heart Quadrant 

Starting Point:  Keep and contain costs 

 Can we envision this program achieving the 

same impact – or very close to it – with a 

different cost structure? 

 Is there a different revenue strategy to 

consider? 

 

 

 

The Star Quadrant 

Starting Point:  Invest and grow 

 Do we understand the needs and motivations of 

stakeholders who make the star possible? 

 Are there opportunities (i.e. new geography, 

new population, complementary programming) 

to expand the program’s impact and revenue? 

 

 

 

The Stop Sign Quadrant 

Starting Point:  Close or give away 

 Can we innovate this program to move out of 

this quadrant? 

 How long will we give ourselves to move the 

stop sign? 

 Is that the best use of resources? 

 

 

The Money Tree Quadrant 

Starting Point:  Water and harvest,  

increase impact 

 Can the net surplus be increased and, if so, 

what investment will that growth require? 

 Are there means to reducing the program’s cost 

and improve the margin? 

 Are there ways to achieve greater impact by 

making the program stronger? 

 Is it aligned with our brand? 
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Strengthening Your Business Model 
 

Understanding your business model isn’t enough.  Even understanding the strategic imperatives isn’t 

enough.  You still have to make a strategic decision. In some nonprofits, even when the board and senior 

management see hardships on the horizon or even at the front door, they fail to make strategic decisions.  

Making hard decisions is difficult! 

 

Hard decisions typically involve hardship, trade-offs, or risk.  Board members may be asked to make them 

under time pressure with a lack of complete information.  Oftentimes board members will choose NOT to 

make a decision – waiting for consensus or additional insight. 

 

In today’s rapidly changing economic environment, not making a decision may not be the best decision.  

Rather, when sustainability falters, the more time you have the more options an organization usually has 

available.   

 

The matrix map represents a snapshot of an organization at any given time.  But, organizations face 

ongoing pressures and changes in our economic and political environments which affects both the 

profitability and mission impact of our programs.  As such, programs tend to shift over time on the matrix 

map.   

 

The core activities of an 

organization move on their 

own over time in a kind of 

migration or drift. A program 

that begins as a Star may 

gradually evolve into a Stop 

Sign. Or it may evolve into a 

Heart and then become a 

Star again.  

  

An organization must 

understand their business 

model and make strategic decisions to reconfigure that picture. By choosing a trajectory and then 

monitoring the matrix map over time, we can see if the organization is heading toward or away from a 

sustainable position.  
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Thinking strategically is not 

something done during the 

episodic strategic planning 

process every three to five 

years.  Rather, we may set a 

strategic direction, implement, 

learn from implementation and 

adjust our strategy.  The 

following chart highlights this 

new way of strategic thinking 

and decision making. 

 

When an organization uses the matrix map to present its business model in a visually engaging 

manner that board and staff members can understand, leaders can engage in a robust 

discussion and prepare themselves to make these continuous strategic decisions with and 

orientation toward sustainability. 

 

Challenge and lead your organization to build upon its strengths to maximize impact in a 

financially viable manner.  Be aware of what other organizations are doing – making sure that 

you are not unnecessarily replicating services and seeking places to work together. Know the 

needs of your constituents and identify ways to help them. 

 

In using this tool and setting a sustainable strategic direction, some questions to ask are: 

 Are we a board of a strategic thinkers or preservationists? 

 Do we have a clear understanding of our competitive advantages relative to other in our 

mission space? 

 Have we articulated our desired impact, measured the results of our programs compared 

to that impact and made meaningful changes to improve them? 

 What key strategic decision could we make today to bring about greater sustainability for 

our organization? 
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Sustainability is an orientation.  You’ll never arrive at a place where you can rest.  Rather, you 

must continue to understand your constituents’ needs, your organization and your environment 

and have the courage necessary to make the decisions to strengthen your organization.  Delays 

will cost money, morale and impact – and our staffs, our constituents and our communities 

deserve and need our help.  

 

Ongoing Sustainability 

Taking Action by Making Decisions 

 

As you reflect on your analysis today, what are two decisions you could make today to improve your 

sustainability?   

 

Decision: 

 

 

 

Cost of Delaying the Decision: 

 

 

 

Specific Next Step: 

 

 

 

Decision: 

 

 

 

Cost of Delaying the Decision: 

 

 

 

Specific Next Step: 
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Market Space 

 

  

Steve Zimmerman, CPA, MBA (left) is principal at Spectrum Nonprofit Services, a 

nonprofit consulting and training firm specializing in business planning, strategy and 

financial analysis for nonprofits and foundations.  

Jeanne Bell, MNA (right) is CEO of CompassPoint Nonprofit Services—a national, 

nonprofit leadership and strategy practice based in Oakland, California. 

The Sustainability Mindset features 

 Step-by-Step guidance for creating a matrix map, a visual representation of an organization’s business model 

 A framework for nonprofit leaders to assess how their own programs contribute toward desired impact and 

financial bottom-line 

 Compelling examples of how the matrix map helps nonprofits with strategic decision-making 

Nonprofit sustainability lies at the intersection of exceptional impact and financial 

viability. The matrix map is a powerful tool for strategic decision-making which puts 

this intersection in the hands of nonprofit leaders. 

2015 Recipient of the Terry McAdam Book Award for Nonprofit Management 

For free templates and resources 

VISIT WWW.NONPROFITSUSTAINABILITY.ORG 
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Market Space 

 

 

Program 

MISSION IMPACT  

PROFITABILITY 
Criteria 1: 

Contribution 
to Intended 

Impact 

Criteria 2: 
Excellence in 

Execution 

Criteria 3:   
Significant 

Unmet Need 

Criteria 4:  
Community 

Building  

Mission 
Impact 
Score 
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Market Space 
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