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Recession Qutcomes and the
Urgent Need for a Less Self-Centered
Nonprofit Sector
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VEN AS NONPROFITS LARGELY HELD THEIR OWN AS ~ families to have gained wealth during the recov-
institutions during and immediately after ery were the richest fifth. If you fell below that
the Great Recession—albeit with the asset  top fifth, the poorer you were at the start of the
divide between the haves and have-nots recession, the more you lost during and after the
widening—many of the communities we serve recession.
were not so fortunate. A recent summary by the This suggests that we may have been paying
Pew Research Center summarizes a dynamic of more attention to the long-term prospects and
growing wealth inequality that was accelerated by  sustainability of our organizations over those of
the recession and recovery.! In that summary, the  most of our constituents—or that we do not see

following graph shows the reality of the winning ourselves as players in the larger tax and bud-
and losing households, illustrating that the only  geting activities of this country. This imbalance

Figure 1: The richest families are the only group to have gained wealth since the Great Recession’

9% change in median family wealth, by wealth quintile and for the top 5%
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Note: Data for families in the first quintile (bottom 20%) are not shown. Their median wealth was as follows: 1989 — $0; 1998 — $0; 2007 — $36; and
2016 — negative $1,099 (figures in 2018 dollars).

Source: Pew Research Center analysis of the Survey of Consumer Finances. “Most Americans Say There Is Too Much Economic Inequality in the U.S., but
Fewer Than Half Call It a Top Priority.”
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can be seen by contrasting Maslow’s hierarchy
of needs of individuals (and communities of indi-
viduals) with that of organizations, as consultant
Virginia Ginsburg does in her article “Unstable
Organizations Can’t Grow.” In the organiza-
tional hierarchy of needs, these two priority sets
compete for our attention, creating the possibil-
ity that we will place institutional interests above
those of constituents unless the balance is kept

in conscious play.

Figure 2: Maslow’s Hierarchy of Needs
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Recreated from Virginia Ginsburg, “Unstable Organizations Can’t Grow,” Women On Business, August 29, 2014,
www.womenonbusiness.com/unstable-organizations-cant-grow/, with permission.

Figure 3: Organizational Hierarchy of Needs
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Recreated from Virginia Ginsburg, “Unstable Organizations Can’t Grow,” Women on Business, August 29, 2014,
www.womenonbusiness.com/unstable-organizations-cant-grow/, with permission.

The only way we think that can be done is to
prioritize the well-being of the community over
the sustainability needs of the organization. We
suggest this because the principle behind the
hierarchy is that entities tend to serve their own
basic sustainability needs first and foremost,
yet nonprofit organizations are meant to serve
the public first. Therefore, in times of organi-
zational threat, the balancing process needs to
be brought to high consciousness and used as a
guidance system in governance. And while part
of that governance is at the organizational level
(as the board), another part of it is at a more
macro level (as networks and infrastructure).
Both levels should think very carefully about
their agendas for a reversal of the wealth gap
and all of the disparities that go with it, before
another recession hits.

If one understands nonprofits as being orga-
nized for the larger public good—and unless
one thinks that having the highest level of
income inequality among the G7 countries is a
good thing—the recession and postrecession
periods cannot be seen as a success in terms
of our outcomes. As institutions, we flourished

Figure 4*

U.S. has highest level of income inequality
among G7 countries

Gini coefficient of gross income inequality,
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and showed resilience, and no doubt relieved a
good deal of pain, during the recession—but the
trends toward widening inequality and a declin-
ing middle class have advanced significantly.
The disproportionately negative financial
effects that the recession and recovery have
had on communities of people of color, which
the Roosevelt Institute’s James Carr details else-
where in this edition, speak to the need for more
comprehensive advocacy work where financial
policies are concerned—including, but not
limited to, tax policy and government budgets.?
The disproportion implies that we have spent
so much time in short-term responsive behav-
ior that we have lost the muscle for affirmative
advocacy on the issues most fundamental to

a healthy democracy. So, here we are in 2020
facing critical elections. Is the sector capable of
focusing on long-term tax and financial policies
that will benefit and protect our stakeholders?

Reparations: Why It Matters in Economics

Although this has changed somewhat in
the years since Black Lives Matter appeared
on the scene, there is often a tendency to try
to be “race neutral” in economics. Even today,
that legacy continues. In January 2020, the
Roosevelt Institute, a left-of-center think tank,
failed to even mention reparations in its report,
The Emerging Worldview: How New Progres-
stvism Is Moving Beyond Neoliberalism.® For
many (if not all) powers that be, the idea of race

Is the sector capable

of focusing on long-term
tax and financial policies
that will benefit

and protect our

stakeholders?

1. Amend the tax code to create more equitable ownership of wealth.

TEN (OF MANY) ECONOMIC POLICY ISSUES THAT NEED OUR ATTENTION

inequality has climbed. The Protecting Rights to Organize (PRO) Act would

Instead of lowering taxes on the wealthy, as the 2017 tax bill did, increase
taxes on the wealthy and use the money to create healthier, more vibrant,
and sustainable communities. And while we're at it, create tax breaks for
support of and services to children, up to and including the seeding of
bank accounts that will provide appreciable assets for every child.

2. Raise wages to living wage status, starting with phasing ina raise in the
federal minimum wage to at least $15 an hour, as some cities and states
have already done. This would help to raise the wage floor, benefiting not
just minimum-wage workers but also those who earn somewhat above
the minimum. Also, impose wage ratio standards on business.

3. Make reparations a priority. Reparations, of course, are not merely a
matter of economics, and there are many ways to structure the economic
component of reparations. What is clear is that poverty is heavily cor-
related with race in the United States, so our economic policy advocacy
needs to address that.

4.Support the Green New Deal, and ensure that co-ops and other forms
of community-centered organizations play a leading role. The future of
our planet is at stake, so our sector should act accordingly.

5.Support Medicare for All. An underestimated driver of inequality in the
United States is access to healthcare. With more than half of all U.S. bank-
ruptcies stemming at least in part from medically induced debt, having the
United States join Canada and other nations in providing basic healthcare
for all citizens seems like an obvious sector-wide advocacy demand.

6. Empower workers. One of the most important drivers of inequality has
been the vitiating of unions. It is notable that when unionization rates
climbed at midcentury, inequality fell, and as unionization rates have fallen,

rebalance the scales by speeding union elections, making employer viola-
tions subject to meaningful penalties, banning permanent replacement of
strikers, and getting rid of “right-to-work” laws that weaken union finances.

7. Protect consumers against banks. Over the years, the federal govern-

ment has increased the power of banks and lessened consumer rights
(most recently with the 2005 bankruptcy law). It is time to do the reverse.
Stronger“cramdown” provisions—that is, provisions that allow judges to
write down debt owed by borrowers, such as mortgages—would increase
individuals’bargaining power and reduce foreclosure rates.

8.Extend the Community Reinvestment Act to cover all mortgage

lenders. The Community Reinvestment Act was meant to ensure that “safe-
and-sound”lending took place in low- and moderate-income communities,
but it only applies to banks and thrifts, the leading private lenders of their
time. Backin 1977, when the law was created, nearly all mortgages origi-
nated with banks. Now, fewer than half do. Itis time for these other lenders
(including mortgage brokers and credit unions) to face the same rules.

9. Make early education funding and public funding of child care a prior-

ity. Study after study shows that providing support early in life pays off
highly later in life. Yet our government policy puts this among the lowest
of public priorities, leaving our nonprofit sector picking up the pieces. Itis
time to move toward universal access to child care and pre-K education.

10. Support free public higher education for all. The failure to keep public

higher education affordable has not only heightened youth anxiety levels
and created a generation of indebtedness to the tune of $1.6 trillion but
also dissuaded talent from joining the nonprofit sector (debt forgiveness
programs that don't really work don't help) and diminished our collective
sense of possibility. This must change.
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For many (if not all)
powers that be, the
idea of race neutrality
is tempting. Race, after
all, is full of conflict.

It asks uncomfortable
questions of those least

used to discomfort.
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neutrality is tempting. Race, after all, is full of
conflict. It asks uncomfortable questions of
those least used to discomfort. And don’t “eco-
nomic problems” require “economic solutions?”

In other words, if you increase taxes on the
wealthy, strengthen regulations, split up large
companies, support unions and cooperatives,
and so on, won't that end up narrowing racial
disparities anyway?

In 2020, during a presidency based on white
supremacy, arace-neutral approach to economics
might seem especially absurd; but that approach
has been (narrowly) effective in the past. In the
1940s—long before the peak of the civil rights
movement—racial disparities in wages declined
at what economist Robert Margo called an
“unusually rapid pace.”” The reasons had little
to do with civil rights law and a lot to do with an
expanding economy and a growing unionization
rate. Today, declining unionization is leading to
increased racial disparities in wages.?

But more important overall, race-neutral
approaches ignore assets—that is, how people
got their wealth. And, in the United States, it is
hard to ignore two central facts of asset alloca-
tion. First, the original inhabitants, the nation’s
Native American populations, were subjected
to genocide and had the overwhelming major-
ity of their lands violently taken from them and
turned into a commodity. U.S. wealth is tied
up in and has continued to expand from this
stolen land (and what gets extracted from and
grown off of and built on it). Second, alot of U.S.
wealth is tied up in and has continued to grow
off of wealth generated by African Americans,
held in bondage for hundreds of years and, as
slaves, entirely uncompensated for their labor.
Yale historian David Blight has said, “Slaves by
1860 were worth approximately $3.5 billion.
That was the largest single asset in the entire
U.S. economy. That was worth more than all
railroads, more than all manufacturing, all other
assets combined.” And, of course, the costs of
racial discrimination in the 150-plus years since
the Civil War ended have continued to mount.

As an economic textbook published in 2016
points out, a central principle of orthodox eco-
nomics theory is that “endowments” (such as

access to capital) are “given” (i.e., outside the
model). The textbook authors write, “For ortho-
dox economics, the institutions of exchange,
such as markets, contract law, and contract
enforcement, are assumed to be in place prior
to economic agents exchanging. Additionally,
by assuming that initial endowments are given,
orthodox economics assumes the existence of
income on the part of trading parties, but gener-
ally fails to recognize where income originates”—
which, of course, is precisely the problem. !

So, beyond the moral imperative to make
amends, there is in fact an inescapable economic
issue. The possible approaches to addressing the
wholesale theft of land and bodies are varied,
and the answers surely will not be easy. That
said, given the scale of America’s twin sins of
genocide and slavery, it is hard to imagine a
path to a more people-centered, democratic
economy that does not make reparations and
repair central to its agenda.
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