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The Importance of Nonprofit p p
Finance

• As economic conditions place additional 
pressure on nonprofit organizations, 
their finances are of increased 
importance

• Increased importance of pursuing 
revenues

• Nonprofits need the best possible 
information to make choices



Re en e Di ersitRevenue Diversity

• Diversity has been proposed as a 
means to reduce risk (Chang and ( g
Tuckman, 1991)

• Increases flexibility if external forcesIncreases flexibility if external forces 
influence one revenue stream

• Has been identified as an influence on• Has been identified as an influence on 
organizations’ survival (Hager, 2001



E al ating Re en e StreamsEvaluating Revenue Streams

• Revenue streams can be evaluated on 
a number of dimensions (Kearns, 2007)( , )
• Mission appropriateness
• SignificanceSignificance
• Risk
• Opportunity costsOpportunity costs
• Threats to autonomy



DataData

• National Center for Charitable Statistics 
1998-2003

• All organizations required to file returns



RiskRisk 

• Measured as Unit Standard Deviation

• σ =  √((∑(( Rit - Ri● )/ Ri● ))/ m-1)
• Rit = Revenue from ith tax in period t
• Ri●= Mean revenue from ith tax in i●

period 1 through m
• M= number of time periods in analysisM  number of time periods in analysis





Risk and Organizational g
Performance

• Logistic regressions 
• Use savings indicator (SI) as dependentUse savings indicator (SI) as dependent 

variable
• SI= Revenue Expenses• SI=  Revenue – Expenses

Total Expenses



ModelsModels
• 1st Model examines all organizations• 1st Model examines all organizations
• 2nd Set of models examines 

organizations by sizeorganizations by size
• 3rd Models look at smallest 

organizations (under $250K in revenue)organizations (under $250K in revenue) 
by subsector
• Arts Education Housing Human ServicesArts, Education, Housing, Human Services, 

Philanthropy, and Public Benefit (organized 
by NTEE code)









Concl sionsConclusions

• Variation in stability across revenue streams
• Stability of revenues is important to one 

measure of organizations’ healthmeasure of organizations  health
• Aim to expand research in order to:

• Identify what factors influence variability of y y
revenues (do fundraising expenditures generate 
stable revenues in contributions or special 
events?)
A l th t t l i f t• Analyze the total covariance of revenue streams, 
with the potential to analyze ideal mix of revenues-
the mix that maximize returns while minimizing 
risk (suggested by Kingma)risk (suggested by Kingma)


