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Editorial

A Call For Nonprofit Transparency

W

e are proud to introduce “The Jewish
GDP Project: Beyond the Dollars” in
this week’s issue and report on its initial findings, sobering though they may be. The
study, a project of The Jewish Week Investigative
Journalism Fund, is based on the generous pro
bono research and incisive analysis over a period
of months by two experts in the field, business
strategist Mark Pearlman and Yale University
management professor Edieal Pinker. They note
that the collective revenue for Jewish nonprofits
in 2007, the start of a major recession, was higher
than the same figure for 2012, by approximately
$1 billion — an 11 percent drop in funding that
could have gone to a variety of Jewish charitable,
educational and social causes.
While the American economy in general
stopped declining in mid-2009, the Jewish economy has yet to experience a full recovery.
As noted in our story, The Jewish GDP (Gross
Domestic Product) is an update of a study by
Pearlman that was published here in 2009. The
overall goal of the project is “to track the financial
health of the Jewish nonprofit sector over time,
and to foster productive discussions about transparency, efficiency and accountability.”
The difficulties in compiling a thorough view
of the Jewish GDP, in order to help understand
and analyze the community’s economics, include
the fact that there is no official or complete list of
American Jewish organizations. And critically,

those groups that claim to have exclusively religious missions — from synagogues to camps
to kashrut supervision agencies — are exempt
from filing IRS Form 990, the nonprofit financial
public disclosure form from which Pearlman and
Pinker sourced their data. As a result there are
large holes in the study.
Could the decline in Jewish funding reflect a
change in priorities within Jewish life, with more
charity going towards non-Jewish causes? Does
it mean Jewish nonprofits are not keeping pace
with the changing interests and values of Jewish donors? It is difficult to speculate, given the
incomplete data.
The Jewish GDP as compiled here is still useful for tracking trends, but as Pinker explained,
“We can’t make definitive statements about how
money is allocated” with full confidence across a
variety of categories.
We plan to build on this initial report, exploring
the successes and challenges in the Jewish nonprofit
world, and inviting a variety of experts to offer their
views on how best to ensure that the community has
the tools, creative ideas and best practices to move
forward. Most importantly, for now, we will strive
for greater transparency among Jewish organizations
and institutions, encouraging even those groups that
are not legally bound to provide certain financial
information to do so voluntarily. They should have
nothing to hide. As Pearlman says, “We deserve a
more transparent marketplace.”

The Jewish GDP Project
Beyond the Money
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Objective: Minimize the gap between actual and potential
How can we better:
•
•
•
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•

Create the most effective funding and allocating process
Encourage greater transparency and accountability
Evaluate outcomes/performance with objectives
Share organization knowledge to foster best practices in the community
Minimize duplication and maximize coordination/cooperation
Match resources to community needs
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Towards Radical Transparency
Andrés Spokoiny
William O. Douglas, the longest-serving US Supreme Court justice, said that “sunlight
is the best disinfectant.” But, as a proverbial Jewish mother might note, too much sunlight
can also give you skin cancer.
In the Jewish communal world we seem to embrace both of these conflicting views. We
recognize that transparency is a good thing, but we fear it.
Sometimes our discomfort is legitimate. How do we handle conflicts between transparency and privacy? If we release raw data without important context, will that lead to misunderstandings? In other cases, our motivations for withholding information are less noble:
clinging to power or obscuring ethical lapses.
In the context of that ambivalence, the Jewish Week’s ongoing “Jewish GDP” project is
both a sign of the times and a step in the right direction. While Jewish institutions have often
preferred to focus on the trees (grants, programs, and issues), this project is an attempt to map the communal forest. Jewish
leaders have too little grasp of how much total money goes to, say, Jewish education, as opposed to Israel advocacy or social
services. Funders rarely know whether they are supporting an underfunded area or one that is awash in resources.
The task of gathering that information is daunting, especially given the religious loophole in reporting requirements.
Religious organizations (like synagogues and denominational organizations) are exempt from the financial disclosure
requirements of other nonprofits. But religious nonprofits ought to make such disclosures voluntarily. Funders have the
right—and the obligation—to demand this, and it’s recommended in Jewish Funders Network’s good governance guidelines for nonprofits seeking support from JFN members.
For now, much of the community has not taken a strong stand on this issue, and so our understanding of the “Jewish
GDP” is necessarily incomplete. Nonetheless, the project is a vital start. In this case, the message is as important as the product, and if the project only shows how much we don’t know, and spurs us to action, dayenu.
But meaningful transparency has to mean more than simply “showing the books.” Financial disclosure is important, but
it’s equally important to present financial information in a form that answers the right questions. Some general websites that
offer “transparent” financial information about nonprofits —like Charity Navigator and Guidestar—are missing the point,
and the format of financial data they provide may be doing more harm than good, obscuring more than it illuminates. Breaking down nonprofit spending into categories like administrative expenses, fundraising expenses, and programming expenses, in order to calculate efficiency ratings, can deeply distort reality, creating an obsession with minimizing “overhead.”
Releasing information only in the oversimplified framework of these categories is the opposite of transparency—it
hides the important behind the trivial, producing a twisted view of the nonprofit and urging funders to focus on the wrong
questions: not “Is the JCC achieving its goals?” but “How much does the JCC spend on toilet paper?”
What we need most is an open and transparent conversation about impact. Are we solving the problems we set out to
solve? Are our achievements systemic or episodic? Do we have evidence to support our approach beyond the purely anecdotal? This type of transparency requires serious work, including collaboration among nonprofits and funders to create
metrics and, above all, a change in our philosophy of measurement. We need to move from measuring inputs (how much
we spent on overhead) and outputs (how many kids we sent to camp) to measuring long-term outcomes (whether we’re
solving the problem of assimilation).

Better evaluation is far from the only reason that Jewish institutions should open up. Ongoing social, technological, and
political shifts should prompt us to embrace a culture of radical transparency, one that sees greater openness not as an imposition by external stakeholders, but as a critical tool we can use in managing complex systems in fluid environments.
Much unease about transparency is connected with ownership; we’re used to owning information, and we guard what
we own. But the concept of ownership is shifting, in both the digital and physical worlds. The success of open source
software, and the boom of the sharing economy (Uber, Airbnb, etc.), point to a world in which sharing is the new owning.
As a result, individual players are increasingly empowered, be they programmers, drivers, or independent funders. The free
flow of information is the hallmark and fuel of this new economy, one in which the dispersed creativity and intelligence of
independent actors can create unprecedented products and services. In today’s economy you gain more by sharing information than by restricting it. Think of the navigation app Waze: it only works because everybody shares.
This rise of the individual comes, for better and for worse, with a weakening of large, centralized institutions. In the
Jewish community, this trend makes transparency more necessary than ever. In the past, funders could outsource their funding decisions to, say, the planning department of a Federation, who could be counted on to have all the relevant information
about the community. Now, however, the atomization of the community means that Federations have only partial information, and funders want to make decisions that aren’t curated by what they perceive to be “intermediaries".” Greater communal transparency can help Federations to be better connected with the community’s needs and resources, and funders to
make better-informed decisions and to be more engaged with the nonprofits they support. Nonprofits, too, can benefit from
both the resources and the brainpower of funders thus engaged. In order to create that context, nonprofits that aren’t genuinely transparent should lose access to both independent and communal funders.
I realize that for many venerable organizations the concept of radical transparency requires a deep cultural change, one
that may be unsettling and even frightening. But when there’s meaningful transparency, when everybody can be heard and
counted, and when problems are acknowledged with courage and honesty, there is enormous opportunity for growth.

Andrés Spokoiny is President and CEO of Jewish Funders Network.
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Needed: A Performance-Driven Jewish Culture
Jacob B. Ukeles
Special To The Jewish Week

‘H

ow am I doing?”
We ask ourselves this
question periodically — in
fact, between Rosh HaShanah and
Yom Kippur, we have a 10-day period to do so.
Corporations frequently ask themselves, “How are we doing?”
But only rarely does the Jewish
community assess itself. Are we doing better or worse than a few years
ago? How and where are we improving, holding our own, or deteriorating? Not only are such questions
hardly ever asked, very little objective information is available to help
provide answers.
One exception was supplied by
Mark Pearlman in the first estimate of
the Jewish Gross Domestic Product
(GDP) in the U.S. (“Creating A Jewish GDP,” The Jewish Week, April
24, 2009). More recently, Pearlman
and Professor Edieal Pinker of Yale,
with support from The Jewish Week,
produced a comparative analysis of
change in Jewish GDP between 2007
and 2012. In reporting on the study,
both Jewish Week editor Gary Rosenblatt and the authors stressed how this
work helps introduce greater transparency into Jewish life.
But as important as transparency
is, this work is far more important as
a step toward creating a performancedriven culture in Jewish communal
life — allowing us to celebrate our
achievements, focus on our shortcomings, and analyze how we can do
better in the future. In a performancedriven culture, we find a clear and
compelling vision, a focus on mission,
and an obsession with performance.
The two questions constantly on
the table are how well are we doing
and how can we do better? Today we
should be asking: How well are we
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sophisticated pordo not do a good
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the hard facts that
To its credit,
could illuminate
Pittsburgh is the
these questions and help us make bet- one Jewish community in North
ter decisions.
America that has begun to develop
Systematic collection of perfor- a communal performance measuremance-related information can make ment, using its Community Scorea difference — first, by creating a card (jewishscorecard.com) to assess
fact-based public dialogue about criti- progress toward becoming a more
cal issues facing the community, and vibrant, engaged Jewish community.
second, by providing decision-makers
The Community Scorecard, which
with performance data that will give went live in February 2014, includes
them important clues as to how well 90 performance metrics, covering evthe community is doing. Information ery aspect of community life.
about current performance is crucial
This past December, the Leaderto making better decisions leading to ship Roundtable — a group of nearly
a stronger community in the future.
100 civic, philanthropic, intellectual,
Communal decisions emerge in re- religious and organizational commusponse to ongoing competition among nity leaders — gathered to review the
interest groups that negotiate their dif- highlights of the Community Scoreferences through a political process. card’s extensive findings. Their disAnecdotal information is crucial. While cussions established task forces to
data-responsive decision-making can’t address the critical challenges and
replace incremental and fragmented opportunities highlighted by Scoredecision-making, it can make it work card data.
better. Fortunately, more and more,
But Pittsburgh is not alone. Sev-

eral other communities are moving
in the same general direction. San
Francisco, for example, is developing
a healthy community measurement
initiative.
Beyond local initiatives, it is time
to develop a set of indexes measuring
the overall performance of the organized Jewish community in North
America. The ultimate goal is to improve Jewish communal life at the
national, regional and local levels.
Systematic performance measurement would provide Jewish communal leaders with a resource to inform
their planning, priority setting, service delivery, financial resources development and management. And it
would provide a framework for community-wide discussion on strategy,
priorities, governance and finance.
Each index would measure a different dimension of Jewish life in
North America. The Jewish GDP is
an example of one such index. Additional indexes might include an index of Jewish engagement, a Jewish
poverty index and others.
It will take time and substantial
resources to get it right. Federal,
state, and local governments spend
billions (albeit a small fraction of
total government spending) on measures of the performance of the U.S.
economy, population and social welfare system. To significantly improve
how it conducts its affairs, the Jewish
community should do no less. The
question is: Does it have the will? n
Jacob B. Ukeles is president of Ukeles
Associates, Inc., the consultant to the
Pittsburgh Jewish Community Scorecard
for the past three years. He previously
served as executive director of community services at UJA-Federation of New
York, and as executive director of the
NYC Mayor’s Management Advisory
Board. This essay is part of The Jewish
GDP Project of The Jewish Week.
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Lessons From The Jewish GDP
Jeffrey R. Solomon
Special To The Jewish Week

M

ark Pearlman, professor Edieal
Pinker and The Jewish Week deserve credit for pursuing the data
that tells the financial story of the Jewish
nonprofit world (“Nonprofits Still Seen
Struggling Long After Recession,” Jan. 2).
While there are many challenges in the use
of this data, including identifying all Jewish
entities, unusual events in the year’s revenues
streams, and challenges in categorization,
these data did provide an opportunity for reflection and analysis. The overall picture, as
previously reported, tells us that from the year
just before the great recession (2006/2007)
until the latest available data (2011/2012), the
Jewish GDP was reduced by $1 billion. While
this may not be surprising, given the results
of the Pew Research Center study and other
things we know about the rapidly changing
American Jewish community, there are many
lessons that can be learned from this data. I
would have us look at two fields that have
dramatically different results.
Approximately 100 years ago there was
an attempt at creating an American kehillah,
or community, along the lines of mandatory
communities well known to European Jewry.
The very nature of the American dream and
its history prevented that from happening, but
a uniquely American version of the kehillah
emerged. The federation system became one
of the most highly successful, profoundly impactful group of organizations in the history
of philanthropy. Combining American philanthropic and volunteer mores with timeless
Jewish values organized through a hierarchical
structure of community, industry and other affinity groups, federations raised tremendous
amounts of money for local and global Jewish
needs. To replicate the inflation-adjusted best
year, 1948, UJA-Federation of New York’s
annual campaign would need to call on one

of every two Jewish households
(FJC) in the belief that Jewish
in order to raise $1 billion a year.
camping had the potential to
Actual results are but 15 percent
transform young Jews. As with
of that historical high. However,
Birthright Israel, the FJC donors
in this century, despite our aspibelieved a transformative immerrations for community, the fact
sion experience has the capacity
is that individual, custom-made
to change the direction of one’s
approaches in so much of life
life and provide a sense of Jewish
tend to have become the norm.
identity, meaning and commuWe have given up broadcasting
nity. Of the 33 Jewish nonprofit
for narrow casting. Department
camps in the GDP study, 24 have
stores have become bouhad increases from the 2006-7
‘It is worth
tiques. Our mobile playlists
revenue reports, 18 of which
have replaced radio.
had increases of more than 20
contrasting the
This is evidenced in the
percent. Quite a few of these
experience of
results of the GDP with
were significantly more than
regard to the 157 federafederations with that 20 percent — as much as 80
tions. Of those, only 37
percent, and in one case 107
of Jewish camping.’
have had increases from
percent. Only 9 have had re2006-7 to 2011-12. Fifteen
ductions in revenues, none of
of them were increases of more than 20 which were more than 20 percent.
percent reflecting real-dollar increases.
The Foundation for Jewish Camp has reAt the same time 120 had decreases; 96 energized this field. Its lay and professional
of which had had decreases in excess of leaders developed strategies for today’s
20 percent. There are two theorems with needs, and its range of services includes the
regard to those federations that have seen professionalization of camps, modernization
increases. The first is reflected in the only of the capital infrastructure, and providing
large city that has had an increase: Boston. financial incentives for parents to select a
The Boston federation has de-emphasized Jewish camp. There are clear goals and obits annual campaign as it has focused far jectives that are continuously monitored and
more on becoming a philanthropic partner measured. It is a wonderful story of improvof Jews in the Boston area; it has worked ing Jewish life in the 21st century.
closely with them to identify mutual priThese contrasts tell us that inspired leadorities, whereas in the traditional annual ership that is focused and aligned can change
campaign people give to a community the course of Jewish life in North America.
pot, distributed by the federation alloca- It is the community’s challenge to identions mechanism. The other major area tify those strategies that are transformative
of growth has been in the South and the and relevant to the lifestyle of 21st-century
Sunbelt, especially in smaller Jewish com- American Jewish life, where every Jew is a
munities where population growth is often Jew by choice, where compelling programs
occurring or where the Jewish community can attract and transform, and where our
takes on a more central role in the life of dreams can exceed our memories. n
its residents.
It is worth contrasting this experience to Jeffrey Solomon is president of the Andrea and
the field of camping. Two inspired philanthro- Charles Bronfman Philanthropies and a member
pists created the Foundation for Jewish Camp of The Jewish Week board of directors.
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Some Federations Rebounding
From The Great Recession
Mark Pearlman
Special To The Jewish Week

H

ere’s some good news as we enter 2016.
The latest update of the “The Jewish GDP
(Gross Domestic Product)” study shows
that Jewish federations in the U.S. have finally begun to recover from the Great
Recession that began in 2008.
The new study reports that federations’ total revenues significantly increased since the last
published study, one year ago,
but that some federations are
doing far better than others.
The Jewish GDP analysis,
The Jewish
a
project
of The Jewish Week,
GDP Project:
provides
an
opportunity to betBeyond
ter
understand
the post-recesthe Dollars
sion period and foster informed
discussion on the Jewish community’s future finances and performance. It touched on such issues
as transparency, efficiency and accountability.
The study analyzed financial data from the
years 2007 and 2013/2014 (the latest data available), from Jewish nonprofit organizations, using
the GuideStar database of public financial disclosure forms that nonprofits are legally required to
file to the Internal Revenue Service. The total revenue that all those Jewish organizations collected
is “The Jewish GDP.”
The project aims to track the financial health of
the Jewish non-profit sector over time (see “Nonprofits Still Seen Struggling Long After Recession,” Jan. 2, 2015.)
Federation revenues from 2012 to 2014 tracked
gains in the stock market during that time, though
the gains were not as strong as the market.
The stock market strongly appreciated (by more
than 40 percent) since our prior Jewish GDP study,
and significant resources flowed back to the federation system (more than 27 percent). The federations
have now recovered on an aggregate basis since
the stock market fallout in 2008 and subsequent
recession, increasing by 3 percent. This is welcome

news since the prior study reported the Jewish federations had not yet experienced a full recovery,
having fallen by 19 percent.
However, the new study finds that income inequality exists among the various federations, as
improved revenue results are not uniform and disparity prevails between locations; the complete
rebound only occurred for roughly a third of the
federations. The other two-thirds are still below the
2007 level and have endured net revenue losses in
the post-recession period.
Another Jewish GDP highlight is the impressive success of the Combined Jewish Federations
of Greater Boston. It increased total revenues over
1.5 times (161 percent) since 2007, while other
local federations struggled to recover or remain
below their 2007 level. How to explain the Boston
federation’s success?
Jeffrey Solomon, president of the Andrea and
Charles Bronfman Philanthropies, notes: “Boston’s
federation made the strategic choice to partner with
Jewish families in their pursuit of doing good, most
especially when these projects aligned with the fed-

‘Measurement & Metrics,’
Jan. 12 At Robin Hood

T

he Robin Hood Foundation will host a
program, “Measurements & Metrics: The
Future of Philanthropy,” at noon on Jan.
12, featuring Judith Samuels, managing director
for impact and performance assessment at UJAFederation of New York, in conversation with
Michael Weinstein, chief program officer of the
Robin Hood Foundation.
Jewish Week editor Gary Rosenblatt will moderate the discussion, which will explore innovative
approaches to evaluating nonprofit performance.
Mark Pearlman, who is sponsoring the event as part
of The Jewish Week’s Jewish GDP project, believes
it should be particularly helpful for donors.
For details, visit jfunders.com.

eration’s priorities. They abandoned the historical
concept of the primacy of the annual campaign. As
a result, they have been outpacing all other large
communities, including in the growth of their annual campaign.”
(A future report in this series will focus in more
specific detail on the Boston strategies in comparison to other federations.)
As for takeaways for 2016 and beyond, the latest Jewish GDP study benefited from an extremely
favorable fundraising and endowment environment
(2013-14) in which the stock market soared. This
atypical bull market is unlikely to continue. For the
year just ended, the 2015 S&P Index closed with
a slight annual gain, and 2016 is forecasted for
single-digit increases at best. Jewish organizations
will need to apply lessons from the last downturn
in 2008 and 2009 to manage their way through the
next upcoming cycle.
Finally, recurring questions remain, including
“How are we doing?” and “How can we do better?”
These questions are at the heart of a data-driven,
performance-based culture, one that is only beginning to permeate Jewish life. Performance metrics
are fundamental to making better decisions, leading to a stronger community in the future. Unfortunately, such metrics are lacking in areas as diverse
as social service, Jewish education, philanthropy,
Israel engagement and community relations.
For 2016, the Jewish GDP Project will facilitate
discussions for this critical community issue by
launching the initiative with a Jan. 12 event: “Measurement & Metrics: The Future of Philanthropy.”
The luncheon will be co-sponsored with the Jewish
Funders Network and will showcase innovative
approaches in nonprofit evaluation by the Robin
Hood Foundation and UJA-Federation of New
York. (See box for details.) n
“The Jewish GDP Project: Beyond the Dollars” is
a project of The Jewish Week Investigative Journalism
Fund. The reports are based on research by business
strategist Mark Pearlman and Yale University management professor Edieal Pinker. Ariel Mintz provided
research analysis.
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The Case For The Primacy Of Day Schools
Edieal Pinker
Special To The Jewish Week

T

he cost of Jewish day school education
is a major topic of conversation within
the Jewish community for two obvious reasons: tuition is expensive — in some
cases prohibitive — and there is a strong
belief that day school education is a critical
component of Jewish communal survival. It
has proven effective in producing engaged,
knowledgeable, and in-married adult participants in the Jewish community.
Drawing upon findings for the Jewish
GDP project, an effort undertaken by Mark
Pearlman and me to identify and quantify
how American Jewish charitable funds are
spent (“Nonprofits Still Seen Struggling,”
Jan. 2), I want to make the case that:
n day schools are not unreasonably expensive;
n there are no silver bullets to reduce their
cost;
n their cost is borne by too small a group
of people;
n communal success will lead to greater day
school spending;
n and day school finances should be the
number one priority for communal leadership.
I focus here on day schools outside of the
charedi/Yeshiva world, i.e. on schools designated as Reform, Conservative, Community
or Modern/Centrist Orthodox. (That is because
the charedi/Yeshiva segment of the community is operating with a very different set of
demographic conditions, educational priorities, finances and institutional framework than
the rest of community.)

E

Day School Expenses

nrollment data for 2010-2011 from
the National Center for Educational
Statistics (NCES) and budget data
reported by schools to the IRS indicate that
day school spending per student at that time
averaged about $21,500. To put that into
perspective, NCES data shows that spending
per child in New York State public schools
was $18,890 and in New Jersey $17,230.
Considering that Jewish day schools are
typically offering more hours of instruction
per day, these costs per student do not seem
excessive.
Of course boards should always be looking for ways to operate more efficiently, but
education throughout our society is very
expensive and day schools are no exception.
Recent efforts to cut costs without re-

ducing quality infrom 74.1 percent in
clude joint efforts for
2007 to 82.4 percent
economies of scale,
in 2012, and in mean emphasis on techdium-sized schools
nology in the classthe shift increase was
room, and Hebrew
from 60.1percent to
charter schools.
72.1 percent. These
Economies of
percentages actually
scale do not exare an underestimate
ist in education in
of the share because
any meaningful
parents make donaway. When schools
tions to the school
are small they ofin addition to paying
fer fewer options to
tuition.
the students. When
Based on the Avi
schools are large
Chai Foundation’s
they split large
recent day school
classes into tracks to
census and the 2013
offer differentiated
Pew Study, we can
learning.
roughly estimate that
The Jewish
Can technolthe percentage of
ogy make educanon-charedi Jewish
community should
tion cheaper? I have
children in day school
undergo a complete
been teaching at the
is 11 percent. So we
university level for
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reorganization, making can
almost 20 years and
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we use more techcommunal success,
the day school its
nology all the time.
why should the famicentral institution.’
Tuition has increased
lies of only 11 percent
faster than inflation
of the community’s
all during that time.
children be carrying
Technology if it is effective simply raises more than 75 percent of the financial burden
quality standards and performance expecta- of fueling that engine?
tions.
A family with two children in day school
Hebrew charter schools have the great- may easily be spending $40,000 for tuition
est potential because they manage to farm after-tax. Consider that another family with
out to public funding a large portion of the two children in public school may be making
cost of the schools. They can thus provide an a $25,000 donation to the local Jewish federaenvironment that will enable us to retain stu- tion. The second family’s net cost is less than
dents whose parents are unable to afford day that of the day school family. Yet which famschool tuition. But these schools are limited ily is more likely to be honored by federation
in providing Jewish
and invited to join the
studies because of the
board and generally
separation of church
included in decision
‘The crux of the de
and state. And providmaking?
ing deep after-school
Moreover, the
Blasio administration’s
Judaic studies is chalday school family
vision is 6 hours and
lenging as we can see
may be viewed unfain the synagogue Hefor making a
20 minutes of secular vorably
brew School system.
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education each day,
Who Bears
spent so much on tuwhich doesn’t leave
The Cost?
ition.
e have
One might argue
enough time for
found that
that the day school
at large
family spent the
religious instruction,
day schools the tu$40,000 on their
schools say.’
ition share of school
children’s education
revenue increased
and do not deserve

W

any accolades. However, they have a made
an investment in the future of the community as well as their own children. Also,
every dollar they spend in tuition makes
the school more affordable for others. It
also helps pay salaries for a large group of
Jewish communal workers, including rabbis and Jewish educators, benefiting the
community.

How Do We Measure
Communal Success?

T

he Jewish community has yet to coalesce around a set of performance
measures. However it is safe to say
that we want to see more Jews and more
engaged Jews. Therefore it is also probably
safe to say that communal success will involve both higher birthrates and greater rates
of day school attendance. The net result will
be steady increases in day school enrollment
and the need to fund more schools, plus the
need to make up the difference between expenses and tuition revenue for a growing
system.
The Jewish GDP project found that in 2012
the revenue of American Jewish federations
combined was about $3.2 billion. The revenues
of non-charedi day schools totaled about $1.8
billion (and the charedi school sector was $1.6
billion). This means that the Jewish day school
system may well be the most important part of
the Jewish institutional ecosystem. However,
it appears that from the perspective of federations and Jewish philanthropic foundations,
day schools are just one category of agency that
serves a relatively small fraction of the entire
Jewish community.
I have made the argument here that education is expensive and will remain expensive,
and that too small a portion of the Jewish community is bearing the cost. Further, we should
want these costs to go up as an indicator of
communal vibrancy. So what to do?
The Jewish community should undergo
a complete reorganization, making the day
school its central institution. It would be
a hub for many forms of educational and
communal activities, displacing synagogues
and JCCs and, to some degree the federation
system itself, although there is room for all
to evolve. The key, though, is to organize the
community around our children and plan for
success. n
Edieal Pinker is a professor at the Yale University School of Management and a co-founder of
The Jewish GDP Project, of which The Jewish
Week is a partner.
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Nonprofits Still Seen Struggling
Long After Recession
‘The Jewish GDP’ down 11 percent from 2007 to 2012; $1 billion in losses
for range of causes, new study says.
Seth Chalmer
Special To The Jewish Week

O

ne billion dollars lost.
With the U.S. economy digging
itself out of a deep hole, the $1 billion
figure represents the collective revenue loss
to Jewish nonprofits from 2007, the start of
the Great Recession, to 2012, according to a
new study.
That’s an 11 percent drop in money that
could have gone to care for the Jewish elderly
in nursing homes, combat anti-Israel activity
on college campuses, seed Jewish startups,
curate cultural programs and help parents of
day school students facing rising tuitions.
The wallop taken by the Jewish nonprofit
economy — one that has reached into every
corner of the Jewish community — was worse
than the one absorbed by American nonprofits
overall during the Great Recession and its aftermath, the study suggests. And the economic
hit to the Jewish community was far worse
than that to the American economy as a whole.
“We might try to forget the fiscal trauma,”
said business strategist and report co-author
Mark Pearlman, “but the full force of this economic crisis still affects the American Jewish
community every day. We have not yet fully
recovered from the economic fallout.”
The figures about the community’s financial
health are part of an in-depth analysis, a collaborative effort of Pearlman and Yale management
professor Edieal Pinker supported by The Jewish
Week Investigative Journalism Fund.
The compilation of “The Jewish GDP”
(Gross Domestic Product) is an update of an
earlier study by Pearlman, published in The
Jewish Week in 2009. The project aims to
track the financial health of the Jewish nonprofit sector over time, and to foster productive
discussions about transparency, efficiency and
accountability.
“It’s important to assess the basic economics of the Jewish community on a regular basis,” Pearlman said. “The Jewish GDP Project
can help organize and frame an intelligent/
informed discussion on our community’s finances and performance.”
Pearlman and Pinker analyzed financial
data from the years 2007 and 2012 (the latest data available at the time of the analysis),

from Jewish nonprofit organizations, using
the GuideStar database of public financial
disclosure forms that nonprofit organizations
are legally required to file. (Organizations
with exclusively religious missions, such as
churches and synagogues, are exempt from
this requirement, a point to which we will
return.) The total revenue that all those Jewish
organizations collected is “The Jewish GDP.”
They focused on revenues rather than expenditures, Pinker noted, because “the revenues
better reflected the amount of money going in
to the Jewish community, the resources available to the institutions in a particular year.”
Pearlman and Pinker split the revenue total
into two separate numbers — one for “service
providers” (that’s most Jewish organizations)
and one for “financial intermediaries” (Jewish
foundations and federations) — in order to
avoid double-counting any dollars that were
first raised by the foundations and federations
and then given out as grants to the service
providers, thus counting toward the total revenues of both.
The results show an American Jewish communal sector still struggling to recover from
the recession, three years after the downturn
officially ended. The Jewish GDP for service
providers dropped by over $1 billion, a setback
in income equivalent to losing more than one
dollar in every 10. As for financial intermediaries — the Jewish federations and foundations
that fund so much of the work performed by the
Jewish service providers — revenues fell by a
larger amount and in larger proportion: a $1.29
billion difference equal to almost one-third of
2007 revenues. (For clarity all dollar amounts
are adjusted for inflation and expressed in 2012
dollars.)
That drop in Jewish GDP between 2007 and
2012 represents missing social services that
might have helped people in need, missing cultural and educational programs that might have
enriched lives, and missing endowment income
that might have grown the capacity of American
Jewish organizations to sustain their work in
the future.
The broader economic context does not paint
an encouraging picture of how the Jewish nonprofit sector weathered the Great Recession and
the first years of the subsequent recovery. The
overall American economy (as measured by

The Jewish nonprofit sector fared far worse than the overall U.S. nonprofit sector and the
U.S. economy, according to a new study. SOU RCE: J EWI SH GDP P ROJ ECT
GDP) stopped declining in June 2009, and by
December 2012 it was 3 percent higher than
it had been in December 2007. Revenues for
American nonprofits still hadn’t recovered by
that time; according to Giving USA Foundation, charitable revenues in 2012 were 8 percent
lower than they had been five years before.
But those overall nonprofit revenues were
still in better shape than Jewish service provider revenues, which remained 11 percent
lower than their pre-recession levels. Investors were also still playing catch-up in 2012;
the S&P 500 index, a broad-based measure
of stock prices, was 1.5 percent lower than
its 2007 value (adjusted for dividends and
splits). Revenues for the big institutional
investors in Jewish communal life — that
is, Jewish federations and foundations —
lagged far behind, proportionally, with revenues still almost one-third lower than their
2007 levels, even after three years of economic recovery.
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Biggest Hits

hich Jewish organizations took the
biggest hit?
To find out, Pearlman and
Pinker separated Jewish organizations that
operate primarily in the U.S. into six categories, by mission: Advocacy, Art/Culture,
Communal (JCCs, Camps, etc.), Education,
Religious and Social Welfare. They found that
Communal, Social Welfare, and Education organizations suffered modestly in proportion to
their share of the total Jewish GDP, with drops
in revenue of less than 5 percent.
Religiously oriented organizations didn’t
seem to suffer at all, collecting 3 percent more
in 2012 than they had in 2007, but since this
category is exempt from legal disclosure requirements, this category’s numbers are less
reliable than others.
Advocacy organization revenues fell by
one-fifth, and Art/Culture organization revenues dropped by more than one-third.
Damaging as those large-percentage drops
in revenue must have been for American Jew-

ish advocacy, arts, and cultural organizations,
the setbacks were only large as percentages
of relatively low amounts to begin with; those
categories account for less than 14 percent of
the billion-dollar drop in Jewish GDP from
2012 to 2007. Indeed, drops in revenue for
all U.S.-focused organizations, of all mission
categories, accounted for less than one-third
of that gap.
The more severe blow fell on American
Jewish organizations whose programs operate primarily in Israel and other foreign
countries. (“American Friends of” various Israeli organizations are a primary example.) Revenues for those organizations
dropped by nearly $700 million between
2007 and 2012. The difference is even
starker considering that the harder-hit foreign category receives a much smaller share
of the total Jewish GDP than domestically
oriented organizations do. The $326 million shortfall for U.S.-focused organizations
in 2012 amounts to just a 5 percent drop
from their 2007 levels, while the $700 million gap for foreign-focused organizations
amounts to a 28 percent drop.
Like the actual GDP for which it is
named, The Jewish GDP as a measure of
the sector’s financial health is subject to
real limitations. Pearlman and Pinker are
the first to acknowledge the problems, the
most important of which is the lack of truly
comprehensive financial data for the Jewish
nonprofit world. Since there is no central,
official list of American Jewish organizations, there is no way to be sure that every
Jewish institution is included in the analysis.
More importantly, since synagogues and
other organizations with primarily religious
missions are exempt from the legal requirement to file IRS Form 990 (the nonprofit
financial public disclosure form that was the
source of Pearlman and Pinker’s data), the
current Jewish GDP numbers fail to reflect
synagogues altogether.
Continued on following page

And not only syna donors and managers
gogues fall through the
must make, Pearlman and
cracks; some in other JewPinker maintain, and so
ish organizational categothey should be included
ries are internally divided
in a complete reckoning
about whether to take
of the Jewish communal
the religious exemption.
economy.
Many Jewish camps and
Pearlman and Pinker’s
day schools, for example,
ongoing analysis also
claim a primarily religious
addresses the daunting
mission and decline to discomplexity of the Jewish
close their basic financial
communal economy by
data, even as many other
covering territory broader
Jewish camps and day
than just the initial findings
schools do file Form 990,
discussed in this article,
defining themselves as pri- Cultural and advocacy groups took big hits over the five years from 2007 to 2012, relative to other types
which focus on changes in
of Jewish organizations. SOU RCE: J EWI SH GDP P ROJ ECT
marily educational.
total revenues.
These data gaps don’t inIn the coming months,
validate the Jewish GDP as a useful tool for tracking the sector over time, but they The Jewish Week will present more of their findings from Jewish economic data
do make certain kinds of analysis more appropriate than others. “Without being in the years 2007 and 2012: Pearlman and Pinker have also examined the field’s net
confident that we have equally exhaustive data from all the different mission cat- assets over time (a measure of overall financial resources, rather than just income);
egories of service providers, we can’t make definitive statements about how money the important role of federations and their efficiency in fundraising; and trends takis allocated across those categories,” Pinker said. “On the other hand, analyses over ing shape in the economy of Jewish education.
time, and within each category, are more likely to be valid.”
Despite inevitable challenges and imperfections, Pearlman hopes that his efOther limitations arise from the complicated structure of the Jewish commu- forts with Pinker to measure and track The Jewish GDP can galvanize the Jewnal economy itself. Some communal leaders feel that tabulating grand totals of ish community to find new ways of comprehensively collecting basic financial
Jewish communal revenue is inherently misleading because these totals include data from Jewish organizations voluntarily, regardless of the legal disclosure
not only private donations and grants that fund specifically Jewish programs, loophole for religious organizations.
but also government revenues that fund nonsectarian human service programs
“We deserve a more transparent marketplace,” Pearlman said. “The comwhich happen to be operated by Jewish organizations. These are “really pub- munity needs to better collect and organize critical, baseline information on the
lic utilities,” said one prominent leader, “and to lump them all together with financials, best practices, strategies and performance of our Jewish nonprofit
others that rely substantially on Jewish philanthropic dollars is substantially organizations. For religious organizations, once you set aside separation of
misleading.”
church and state, there seems to be no compelling rationale to perpetuate a veil
Pearlman and Pinker clarify that government revenues are indeed included in The of secrecy.”
Jewish GDP total revenue figures. But these funds, too, affect the financial health of
For now, The Jewish GDP project remains in its early stages. Its future sucthe Jewish nonprofit sector, even when they fund nonsectarian programs. “Shifts in cess will depend on how many funder organizations, individual philanthropists
the Jewish communal economy pivot to the individuals and ultimately to manage- and Jewish thought leaders will take up the banner of financial disclosure, and
ment,” said Pinker.
how persistently they will make the issue a requirement, and central item on the
“If federations reduce their support to service providers because of poor Jewish communal agenda. n
stock market returns, then individuals must pick up the slack in higher fees
or contributions. If contributions are shifting from financial intermediaries to Seth Chalmer is assistant director at the Berman Jewish Policy Archive at NYU Wagner.
direct contributions, it reflects a change of individual giving behavior. If there This article was made possible by a grant from The Jewish Week Investigative Journalis still a shortfall, then management needs to make appropriate decisions on ism Fund, a tax-deductible fund that supports enterprise reporting on issues of vital
service priorities and funding.” Government funds likewise affect the choices Jewish interest.
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Avoiding The Jewish Fiscal Cliff

A collaborative approach for improving the effectiveness of Jewish philanthropy.
Mark Pearlman
Special To The Jewish Week

T

he other main Capitol Hill sport these
days (after obsessive coverage of the
Petraeus scandal) is how the government can avoid the impending Fiscal Cliff.
A similarly serious financial challenge lurks
in the future of the Jewish Community –
namely, how how do we better balance our
books and continue to fund and maintain an
engaging, vibrant and thriving Jewish community worldwide? We may not be running
toward a cliff, but a slide to the bottom of the
hill leaves you in the same place.
Unfortunately, to solve the Jewish Fiscal
Crisis (“JFC”) , we do not have a Congressional Budget Office to analyze the data or
the ability to convene an umbrella committee
to formulate and execute a coordinated strategy. The Jewish problem is more systemic
and fragmented and cannot be solved by fiat
of raising taxes or cutting programs. The JFC
will only be resolved through addressing difficult structural issues and thoughtfully addressing how:
1. We are organized
2. We educate and motivate donors and
collect monies, and
3. We deliver services through a complex
structure of separate yet (ideally) non-duplicative organizations
As a long-time participant and funder in
Jewish life with a good sense of our history
and complicated communal psyche, I appreciate how truly fortunate we are relative to
previous generations. The point of this commentary is not: “Woe is us.” Nor am I simply
satisfying an innate need to kvetch or show
how much I know or point fingers at what
has gone wrong.
Rather, the focus here is to present ideas
and generate a discussion that leads to collaboration. These ideas are all rooted in my
practical experience as a business strategist
and nonprofit activist and a genuine concern
that our community needs to develop strategies that:
A) Increase overall communal resources
for worthwhile initiatives, and
B) Generate and allocate our communal
resources in the most efficient manner possible Background: Impending Jewish Fiscal
Crisis Explained The Jewish community has
always contended with some level of finan-

cial strain, but the situation has materially
deteriorated due to numerous interrelated
factors and trends, including:
Diffcult macroeconomic times, which
have increased demand for poverty services
and annual subsidies (e.g. for synagogue
membership and day school tuition) Generational shift in funders, with groups like
Avi Chai spending down and next generation mega-donors frequently focused on nonJewish causes Limited growth to no growth
in Federation ongoing campaigns (not including emergency disaster and crisis relief)
Continued inefficiencies as organizations
duplicate services yet refuse to merge or coordinate Expanded reliance on “free” pricing
practices (Birthright, PJ Library, Chabad,
High Holidays, etc.) spawning a communal
entitlement psychology Inability to effectively leverage new technologies to materially lower operating and marketing cost
structures Increased un-affiliation as individuals have weaker formal ties to religious
organizations Lack of unity with certain
funders and segments (e.g. ultra-orthodox)
with targeted giving on particular agenda and
not broader needs Approach: Working from
Reality to VisionTo approach these issues
it is helpful to start with a McKinsey-style
“strategy meditation” in which we visualize
our communal potential and examine how
actual Jewish life stacks up to this vision.
This is the modeh ani of the process – it
awakens us to reflect on what is working,
what needs improvement and what steps we
can take to reach our potential.
This discussion framework is not meant
to be critical and destructive but rather to
assess what is working as well as what needs
to be done to better satisfy our community’s
current and future needs.
Vision: Preserving our Foundation while
Seeking Innovation
To create the necessary economic foundation for the Nextgen Jewish community, we
need a game-changing cooperative approach
that disrupts the current economic paradigm
while at the same time takes into account
established organizations such as the Federation network, and keeps intact the UJA’s
important role in the community, especially
in times of emergency (Israel, disaster relief,
etc.) and as safety net for individuals and
organizations.
So how do we move forward? The publish-

ing industry serves as an instructive model
in this regard. Publishers are investing heavily in innovation in the new world of ebooks
and online distribution while at the same time
working to protect their core print, brick-andmortar businesses. Significant restructuring
and mergers in the field are just one visible
manifestation of this dynamic process.
We should apply this separate-but-focused approach in the Jewish Community.
The Federation system and the large incumbent organization are our printed books and
we need to ensure their continuing, valuable,
bottom-line contribution. At the same time
– in a way that does not jeopardize major
components of the Jewish enterprise – we
need to explore and master innovative “ebook” approaches.
Plan: Alternative Strategy Group with Focused Initiatives
The truth is that we will only achieve substantive improvement through a collaborative effort that leads to a select number of
focused initiatives that ultimately disrupt and
improve how the market system operates.
A number of alternative strategies have already been discussed but never materialized
or were implemented unsuccessfully due
to poor timing, insufficient funding or lack
of community buy-in. The best example of
this is the 1950 McIver Report, which made
recommendations on how to create a more
efficient communal enterprise. The recommendations were not embraced and it is an
instructive example of how difficult it is to
affect change with a top-down approach, especially when entrenched organizations are
involved.
Thus the challenge is not just to envision
and implement any one option, but also to
achieve widespread community acceptance.
With this goal in mind, we should empower
an out-of-the-box, Simpson-Bowles style
committee to brainstorm, create and help
implement such game-changing initiatives.
The participants would need to include
key funders and leaders in incumbent organizations with leadership by visionary
participants inside the community – forwardthinking federations (Combined Jewish Philanthropies of Boston), philanthropic groups
(Charles and Andrea Bronfman, Avi Chai or
Schusterman Foundations), philanthropic
resources (Jewish Funders Network) – and
market-savvy outsiders (Steve Einhorn or

Jeff Weiner of Linkedin).
The critical ideas on the agenda for this
group are not necessarily high profile, exciting projects, but rather the spinach on the
table. They may not be as fun to eat, but they
will give the community the basic nutrients
to increase resources across the board and
allow donors to more efficiently allocate for
our future.
Here are four ideas this committee should
consider:
Idea 1: A Transparent Marketplace
In 2008, I completed the first Jewish GDP
Study to analyze the Jewish “nonprofit economy” and understand where resources are
directed. (The final study is available online
and included in the Appendix.) This tedious
exercise made me acutely aware that funders
have limited information when it comes to
the operating procedures and financials of
individual organizations as well as the state
of Jewish philanthropy as a whole and how
organizations fit within it. The situation is
even hazier for many Israeli based NGO’s.
Our community needs to better collect and
organize this critical, baseline information
on financials, best practices and strategies/
missions.
An organized effort to create a centralized
database could serve as an invaluable digital resource for organizations and funders.
Information is power and we need to make
our donors smarter about their choices and
allocations. Donors can’t maximize their efficiency if they can’t assess where the dollars
are going and how they are being spent.
As part of an open and accessible marketplace, we need to create incentives for
organizations to participate. There is a
chicken-and-egg problem here since organizations will not be willing to take the time
and effort to disclose this information if there
is no perceived benefit, and donors won’t use
the resource if only a few organizations are
participating. (This is the “network effect”
challenge of starting a business that brings
people together – such as a dating or social
media website. On the other hand, successfully becoming the “it” network leads to huge
opportunities as more and more people join
and the entire project builds momentum.)
The failing with past initiatives of this sort
was that there has not been a critical mass
Continued on following page

of donors and organizations coming together to make this all worthwhile. To
overcome this hurdle, we would initially focus on select categories (e.g. Israel
advocacy, day school education in a geographic area, etc.) to achieve a targeted
critical mass.
We would also need to explore how to properly introduce a “Seal of Approval”
or “Transparency Hekscher” that has clout with donors and is thus sought after
by organizations. In particular religious organizations, which currently have no
public filing requirements, need to be convinced to participate. At this time there
is no public information for the many religious organizations including megaorgs like the Orthodox Union and Chabad.
Idea 2: Empowered and Informed Donors
A one-size-gives-all mentality no longer works in our increasingly fragmented
community where a growing segment of individuals are less focused on institutional fulfillment and more interested in individual giving based on personal interests. A federated or slightly modified federated model should continue to flourish
and can handle that trend in part, but we need to expand other donor engagement
and networking models that embrace and empower donor choice and flexibility.
This effort should build off existing efforts including the Jewish Funder’s Network
and funder/advisor activity from advisors such as Joseph Hyman.
What is called for is a charity information platform that educates, activates
and connects the Jewish community and is a trusted source that provides independent, high-quality and conveniently accessible information. This is not just a
standalone website but will be a larger initiative that includes online and offline
elements all designed to improve donor engagement.
This can be achieved by collating existing information as well as collecting
additional materials to help funders be better informed and thereby more effective
market participants. In sum, the program should:
1. Offer access to organizations and initiatives in need of funding
2. Aggregate relevant market and economic data (in conjunction with Idea 1
above)
3. Provide insight into understanding investment opportunities
4. Serve many market segments (global, national, local or focus area)
5. Help networks to collaborate (including grant challenges)
6. Develop a metric system for evaluating social return on investment
7. Empower personal giving
Idea 3: Communal Efficiency
Also at issues is how to best serve the needs of the Jewish community irrespective of funding levels. There is a long history to the question that probably dates
back to Moses, but one of the best way to think about the problem is to re-read
in detail the 1950’s McIver Report (which I already mentioned once above). The
McIver Report, with its comments about duplication and lack of real coordination
among organizations, could have easily been published today:
“Throughout the whole area of inter-agency relationships we are concerned
with the lack of teamwork, the unwillingness or the inability of agencies to pull
together for the sake of common objectives.
End the sheer duplication of services - by sheer duplication we mean the performance separately by two or more agencies of a service that could be provided
by one alone without a double staff and without limiting its range or, broadly
speaking, its efficacy.
Assure interconsultation and some degree of common planning in areas of
overlapping activities.
Stop the failure of the four Washington, D.C., offices to meet and confer on
the policy decisions to which they are all committed is a case in point.
The problem with any commissioned study on Jewish communal life is that
while it is not too hard to find problems, it is extremely difficult to implement
solutions that overcome these problems. With McIver, there was no way to build

consensus for any of the proposed changes concerning consolidation/cooperation
and the recommendations were abandoned. This inability to implement sweeping
efficiencies persists today with organizations stubbornly uninterested in any formal
mergers or sharing of operations except in desparate, near-bankruptcy situations.
At the recent GA in Baltimore, there was a session on “poster mergers” in New
Jersey and Orange County, Calif. More resources need to be devoted to helping
organizations start joint-venture operations and merge where it makes sense.
There should be a venture fund with access to experienced professionals to assist
organizations with the leap to consolidation.
As part of the Jewish GDP work, it was clear there are many organizations
working in similar areas that might benefit from a range of coordination and
cooperation. An outgrowth of improving the transparency and organization of
philanthropic information in a way that empowers donors (Ideas 1 and 2) is that
philanthropists in a space (e.g. Israel Advocacy) might seek to entice organizations to coordinate and possibly merge. For example, I tried unsuccessfully to
generate merger interest in the Jewish media industry. Ultimately, to make this
work there needs to be education, clear benefits, capital to fund transitions and
open-mindedness in terms of future staffing and roles and responsibilities.
Idea 4: Jewish Giving Category Campaign
Last but not least we need to address how to increase the overall amount of
money given to Jewish causes. The goal is for the Jewish Community to can
gain a larger share of the donor’s philanthropic wallet. Many organizations do a
fabulous job of engaging donors but on an aggregate basis our numbers are down
and the percent given jewishly has gone down. This is a fundamental problem.
Part of this can be addressed on individual basis by better matching donors
with the right causes/styles of giving and facilitating an engaging and seamless philanthropic experience (all of which are primary goals of the ideas listed
above). In addition, though, we need to educate and inform our extended community about why it is important to give Jewishly. This would be general campaign
to generate awareness on the importance of Jewish giving and engage funders to
increase their allocation to Jewish charities by addressing attitudes, the paradox
of choice and informational requirements.
Think of this as a Got Milk? campaign for the Jewish community. In our
case the focus needs to center on Jewish pride and Jewish values with a general
campaign and then targeted outreach based on an individual's profile including
percent given to Jewish causes, age and charity interests.
An important element of this campaign is differentiating between “giving universal” and “giving particular.” For any universal issue, such as Hurricane Sandy
or an international crisis, we need to explain why it makes sense to give to the
UJA or WJS as opposed to a secular organization solving the same problem. For
particular Jewish community causes it comes down to showing the compelling
and essential nature of the need.
At the JPPI conference, there were several discussions on how we need an
organized outreach to the new generation of Jewish multi-millionaires who have
chosen not to support Jewish causes. Designing the right product and message
would be one mission of this Jewish “category campaign.”
In the end, though, we need to keep in mind that the category campaign is ultimately just an awareness tool. We will not win over major sources of new money
through a campaign, but rather through a thoughtful and organized approach to
giving Jewishly. This will only be accomplished through the types of initiatives
discussed in this paper and other ideas that arise through these discussions.
The point is not to create the next Birthright, Natan or PJ Library, but to lay
the groundwork for future disruptive and transformative ideas to get the resources
they need to flourish. It may be “one step removed” from these high-profile,
exciting ideas, but it is no less vital. n
Mark Pearlman is a business and marketing strategist in New York.

