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State of the Nonprofit Sector

1.  Size and Scope

 In 2004, public charities reported nearly $1.1 trillion in total revenues and just over $1.0 trillion in total expenses.   This is about 8% of the $12 trillion U.S. economy. 

  Of the nearly $1.1 trillion in total revenues, 23 percent came from contributions, gifts and grants; 71 percent came from program service revenues, which include government fees and contracts.  The remaining 6 percent came from "other" sources including dues, rental income, special event income, and gains or losses from goods sold 
  Public charities reported $1.9 trillion in total assets in 2004.  (Source: The Urban Institute, National Center for Charitable Statistics, Core Files 2004)
*  Between 1977 and 1997, the revenues of Americas nonprofit organizations increased by 144 percent after adjusting for inflation, twice the growth rate of the economy. 

*  The number of nonprofits has also grown. Between 1977 and 1997 the number of 501(c)(3) and 501(c)(4) organizations registered with the Internal Revenue Service increased by 115 percent, or about 23,000 organizations per year. This compares with a 76 percent growth rate among for-profit businesses.

* As of 2002, BLS data showed 195,145 charitable nonprofit organizations employing 8,789,300 people, or 8.2 percent of the country’s private employment.  So nonprofit organizations employ about three times as many workers as the agriculture sector and nearly as many as in durable goods manufacturing. (Salamon and Sokolowski’s analysis of BLS data Monthly Labor Review, Sept. 2005).
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Nonprofit employment by area, 2002.  Source: Salamon and Sokolowski, 2005. 

*  Wages in NP’s are roughly on a par with private sector wages; less than government pay; for some occupations they are higher than in the private sector(e.g., education, social services, day care). 

* Nonprofit employment is particularly dense in the northeastern part of the country; 13 percent of all private employment in the New England States and 12.2 percent in the mid-Atlantic region. By contrast, nonprofit employment accounts for 5.4 percent of total private employment in the West South Central region, 6.2 percent in the Pacific region, and 6.3 percent in both the East South Central region and the Mountain region. 

2.  Competition. 

*  Nonprofits appear to be facing more competition than ever before, from both other nonprofits and for-profit firms.  This is most evident in health care; nonprofit share of day care jobs also dropped from 52 percent to 38 percent between 1982 and 1997.

3.  Tenuous Resource Base

*  Half of the nonprofit sector is in the health care field.  This arena has been squeezed by competition, reliance on managed care, and by declining reimbursements under Medicare and Medicaid. 

* The federal government decreased its outright grants to nonprofits and moved to reliance on vouchers and tax expenditures.  The sector as a whole, though, is pulling in a substantial amount of government contracts. 

*  Personal giving went up in the late 1990’s and down again in the early 2000’s; it is now roughly back to its long run average. 

4.  The Market Model Takes Hold

* Combined with competition and pressure from venture philanthropists and United Ways, NP’s have relied more on entrepreneurial programs and related fees and charges.  Many nonprofits have done this brilliantly; some have failed utterly. 

*  In one sense, these approaches “work” in terms of delivering services more efficiently; they can also subtly and not-so-subtly drive the values of a NP in a businesslike direction, leading to befuddlement and slow abandonment of an organization’s social mission. 

*   There is increasing pressure to measure the effectiveness of nonprofit programs, particularly in the social sector.  United Way of America led this trend, along with foundations and venture philanthropists.  Their motivations differ but the result is the same, the need to evaluate programs and measure outputs and outcomes much more systematically than in the past. 

*  Fundraising and marketing in the sector reflect greater professionalism and use of private sector techniques and lingo. 

