NONPROFIT ORGANIZATION LIFE CYCLES

Nonprofit organizations face life cycles not unlike those of humans.  Their birth is followed by growth.  Growth builds toward to maturity.  Maturity, without a regenerative process, may result in decline.  Below is a chart describing six generally accepted stages of nonprofit development:

	STAGE
	BOARD/STAFF
	POLICIES
	PLANNING

	Infant:  Founder and close friends hustle to get things started.  Work seems frenetic with management in a crisis mode.
	Founder and close friends form the board and do all the work.  Board raises

all money.  
	None or minimal, beyond bylaws.
	Showcase the founder’s vision.  Little or no long range planning.   Main focus is on survival and an immediate need.

	Toddler/go-go: After some success, day to day crisis has ended.  New ideas can develop.  High energy remains. Growth spurts occur.  Activity may take precedence over results.  New projects may be undertaken without considering potential outcomes.
	Founder and friends may remain involved. Hires first paid staff. Everyone is spread thin.  Organization adds staff long after the need for them is recognized.  Many people are involved in fund raising.  Staff begins to feel overwhelmed.
	Basic staffing policies are written, along with key board policies beyond bylaws.  Policy is written only after problems emerge.
	Heavy reliance on grant writing and events.   Opportunities outweigh planning.   Programs may be accepted which fall outside the organization’s mission.  A sense that it’s time to get organized and do more planning.

	Adolescent:  May be conflicts between those wanting to continue unfettered growth and those who want more organization.
	Founder may still be active, bringing energy and financial assistance.  New Board assumes more responsibility and control.  Board lacks understanding of fundraising.
	Systems and procedures adopted for efficiency and accountability.  May cut projects not in line with mission.
	Strategies and goals crafted.
New systems and procedures for fundraising and consultants may help board build fundraising skills.

	Prime:  Order and discipline brought to the work load—without hurting innovation and risk taking.  Organization is results oriented and there is predictable growth.  Risk taking is based on knowledge and experience.  Conflicts are resolved in the best interests of the organization.
	Experienced and energetic board.  Talented employees and volunteers work with mutual respect.  People in the organization enjoy their work.

Both the board and the staff are fully engaged in appropriate fund raising, program, or earned income roles.  
	Innovation takes place within established systems.
	Business planning and long range strategic planning are integrated into the life of the organization.
Fundraising is integrated into most activities.

	Stable:  All programs, products, and services are supported by public contributions and earned income.  Maximum financial growth and strength have been achieved.  Complacency sets in and growth slows.

Leaders have an opportunity to initiate a new growth curve.  
	The Board is less than energetic.

People in the organization still take pride in their work.  Working conditions include good salaries and benefits.  People are happy with the way things are.
	Policies may be updated, but are rarely a major concern.
	Organization dwells on achievements rather than future plans.  There is declining investment in new ideas.

	Aristocracy:  Money is used for comfort and image rather than new programs or services.  The organization takes on an air of formality, in people’s dress, offices, and procedures.  Things continue to slow down, with decisions taking forever.  Participation in the organization’s programs begins to decline.
	Some people in the organization may be concerned, but most accept the status quo.
Leadership is required to reinvent the organization by pushing for change and bringing in fresh ideas from outside the group.
	Money is invested in systems of control.  Emphasis is placed on how things are done, rather than what is done.  Long established policies may be questioned, such as the temptation to dip into endowment funds since some income streams are being reduced.
	A large endowment may trick leaders into thinking that there is no urgency.  The board is likely to resist new fund raising strategies.

	Bureaucracy:  The focus of the organization is inward.  Formality and politeness give way to passive resistance.  People blame one another or outside forces for declining circumstances.  The organization may fail, but lingers as long as the money holds out.
	In some cases, energy is spent on fighting one another rather than for the charitable cause.  Back stabbing may occur between board and staff.  The chief executive is likely to be fired.  Layoffs may occur and morale plummets.
	Employees are alienated, with grievances and lawsuits possible.
Employees are paranoid and some begin to look for other jobs.  There are many complex, slow internal systems, and outsiders find it hard to connect with the organization.
	A few committed donors may provide “bailouts,” which only prolong the agony.  No new exciting plans are introduced, having been replaced with a recitation of problems.  Suggestions for change are likely to be resisted.


Material adapted for educational purposes only by C.W. Buchholtz, April 23, 2006, from Holly Hall, “Getting Over Growing Pains” in The Chronicle of Philanthropy, pp. 41-45, April 6, 2006.  See also, Ichak Adizes, Corporate Lifecycles:  How and Why Corporations Grow and Die and What To Do About It, Prentice Hall Press; Judith Sharken Simon and J. Terence Donovan, The Five Life Stages of Nonprofit Organizations:  Where You Are, Where You’re Going, and What to Expect When You Get There, Amherst H. Wilder Foundation; Paul M. Connolly, Navigating the Organizational Lifecycle:  A Capacity-Building Guide for Nonprofit Leaders, BoardSource; and Susan Kenny Stevens, Nonprofit Lifecycles:  Stage-Based Wisdom for Nonprofit Capacity, Stagewise Enterprises.

