


This second edition of NPQ)’S Illus-
trated Nonprofit Economy opens up
the financing of the nonprofit sector.

Based on 2009 data, the chart fea-
tures the ten major sources of rev-
enue for U.S. nonprofits in the top
row, the ten major activity areas of
charitable organizations in the bot-
tom row, and lines, or pipes, indicat-
ing the relative amount of money
flowing from each source to each
activity area. The chart is based on
data produced in cooperation with
the National Center for Charitable
Statistics, a program of the Center
on Nonprofits and Philanthro-
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Federal government. At $333 billion,
federal government funding is the second
largest source of nonprofit funds. The funding
comes largely in the form of program service
fees for Medicare and Medicaid. Hospitals

and nursing homes are the major recipients
(receiving 61 percent of federal funds), followed
by colleges and universities, human services,
and, finally, health organizations.

py at the Urban Institute, as (
well as on Internal Revenue
Service data from individual
tax returns and nonprofit
Form 990 and 990-PF filings by
501(c)(3) public charities and
private foundations, and cate-
gorized using the national tax-
onomy of tax-exempt entities.

Revealing the size and diver-
sity of the nonprofit economy,
NPQ’s Illustrated Nonprofit
Economy depicts the various
flows into the nonprofit sec-
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Program fees. At $734 billion,
program fees from private sources

are the largest source of nonprofit
funding. Hospitals and nursing homes
are the largest recipients (from private
insurance carriers and HMOs), followed
by higher education, health promotion
organizations, and, finally, human
services. Program fees represent 40
percent of total nonprofit revenue and
include private insurance payments for
medical care, college tuition, concert

Program fees

tor, with 650,000 U.S. nonprof-
its, $1.5 trillion in revenue, 13 million
employees, and 61 million volunteers.

The width of each pipeline is pro-
portionate to the dollar amount of the
revenue stream (streams of $1 billion
or less are not shown). The emerging
picture is a complex set of revenue
sources, with variations depending on
activity area.

Each funding source—individuals,
investments, government, and fees
for service—has inherent characteris-
tics, with distinct acquisition costs
and conditions for recipients. (Often
the funding sources with the fewest
conditions are the most expensive to
acquire—such as individual small do-
nations—while federal funding is free
to submit but arduous to rceive.) A
central issue not depicted in the chart

At $203
billion, individual donations are
the third largest source of funds,
42 percent of which goes to
religious congregations. While 75
percent of charitable contributions
come from individuals, charitable
contributions equal just 20
percent of all nonprofit revenue.

Sources

Federal
government

State & local
government

( 1\
Charitable bequests.

At $20 billion, charitable
bequests are deductible
from the estate tax,

and 43 percent go to
foundations, another

$4 billion to human
services, $3 billion to
colleges and universities,
and $3 billion to arts
organizations.

Federated
drives

' Foundations
) Int., div,

nguests sale of assets

(orpo;ations

tickets, and other entities that are sold )
as part, of organizational mission. 53 C Lo e
) sale of assets. The $3 billion
in 2009 net losses from
investments (mostly by
colleges and universities)
(" Community includes amounts reported
State and local government. At $122 SRS on IRS Form 990 as interest,
billion in funding to nonprofits, state and dividends, and sale of assets,
local government is also a major funder. while foundations continued
Nonprofit hospitals and nursing homes v to receive investment income.
receive nearly 52 percent of that funding, o o y
then health care, human services, and, Rec | p ients
finally, arts and culture funding.
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Federated drives. At $22 billion, federated
Community services. At $84 drives (i.e., indirect public support such as
Human services. Receiving billion, community services that from the United Way) are mechanisms
Foundations. As a beneficiary and a source of funds, a total of $187 billion, the receive funds for a variety of to bundle contributions from a variety of
foundations receive $100 billion in revenue from human services sector is a broad services related to civil rights, sources, including individuals, corporations,
interests and dividends, bequests, and individual activity area with one of the social action and advocacy, and foundations. These federated drives
contributions, but they also generate $31 billion in most varied revenue profiles. Its community improvement and are most significant for colleges and
contributions and add $59 billion to foundation assets. sources include legal services, capacity building, philanthropy, universities (which receive $5 billion),
employment, housing, public voluntarism, grantmaking, social hospitals and nursing homes ($4 billion),
safety, and many more. science and technology, and more. and human services ($3 billion).
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Corporate contributions. At $11 billion,

corporate contributions provide the
most support to education (54 billion),
community services ($4 billion), human
services (93 billion), and, finally, health
organizations ($2 billion).

is each revenue source’s downstream
effect on organizations—Ilet alone the
cumulative effect of multiple (and
sometimes contradictory) sources of
funding.

For many nonprofit managers,
this complexity is a defining fact of
life, particularly for nonreligious ac-
tivity areas that generate less rev-
enue than do hospitals and nursing
homes, colleges, and universities.
Organizations active in health, hu-
man services, or community services
frequently face convoluted combina-

tions of funding sources, each

Membership dues and miscellaneous
income. At $30 billion, this category
includes amounts reported on IRS
Form 990 as special events and gains
on sales of inventory. A total of $11
billion goes to hospitals and nursing
homes, $7 billion to human services,
and $4 billion to foundations.

A with its own set of transaction
costs, qualifications, timeline,
politics, and so on.

For nonprofit managers who
have moved from the business
world, the reality that such a
small portion of nonprofit fund-
ing is unrestricted and that
J each source can have complete-

Memberships and
miscellaneous

ly different but equally elabo-
rate preconditions for funding can be
a shock. Nonprofit funders themselves
are also often unfamiliar with these
varying conditions of other funding
sources, and naively assume that a
large part of an organization’s other
resources are somehow unrestricted.

NPQ has published several tools
for organizations to analyze the par-
ticular dynamics of revenue sources,
including the reliability/autonomy ma-
trix (NPQ winter 2005 issue) and co-
hort analysis (NPQ spring 2006 issue)
to map the funding and expenditure
contours of similarly situated organi-
zations (by size, activity, geography,
and age).

Finally, the chart rounds out the
landscape with two additional views
of the ten activity areas: total assets
and ten-year revenue growth, which
generally mirror the distribution of
annual resources in the larger chart.

—Jon Pratt,
NPQ contributing editor



