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THE TIMES, THEY ARE A-CHANGING
Nonprofits are facing:

Regulatory changes that could impact charitable giving and federal
agency/program budgets.

Pressure from donors for increased transparency around
operations and outcomes continues to intensify.

Increased emphasis on viability and sustainability, but there’s
little information out there to help organizations determine if
they’re “normal.”
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SURVEY GOALS

» Provide nonprofits with a barometer for measuring performance across
a variety of areas (strategic planning, operations, scope & impact,
governance and human resources)

» Address 2 persistent questions among nonprofit leaders: "How does my
organization measure up?" and "Are we normal?"

» Help inform the critical financial and operational decisions necessary to
further their missions
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ABOUT THE STUDY

METHODOLOGY

Nonprofit Standards is a national

benchmarking survey of 105 nonprofit

organizationsgf cond:cted in partﬂership with 60% 36% 34%
The NonProfit Times, across a variety of of respondents  HHS providers  Public charities
sectors with revenue above $10 million as of are CFOs.

their last fiscal year. The survey was fielded

by Campbell Rinker, an independent market Sectors

This is the first year the study was
conducted.

research firm specializing in nonprofits. @ @ 9 @
2 34% 99 8%

6% 1%

TOPICS COVERED

Strategic planning, operations, scope & Survey respondents have average revenue of
impact, human resources, governance $116.4M and average assets of $266.9M.
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STRATEGIC PLANNING
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QUESTION 1

What are your organization’s top challenges? (Select up to
three responses.)

« Staffing

* Funding cutbacks & drops in revenue

» Attracting leadership & board members

» Rising costs

» Complying with government regulation

* Excess demand for services

« Complying with government-funded programs
* Liquidity
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TOP CHALLENGES

WHAT KEEPS NONPROFITS UP AT NIGHT?

80%
2%

70%
60%
50% 48%
0% 34% 33%
30%
20%
10%
0%

Staffing Funding Attracting  Rising costs
cutbacks & leadership &
revenue board
drops members
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OPERATING RESERVES

HOW PREPARED ARE OGRANIZATIONS TO MEET FUNDING CHALLENGES?

Nonprofits maintain an average of

8.7 months

of operating reserves.

bobddb
Y
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28% 25%
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Complying Excess Complying Liquidity
with demand for with
government  services  government
regulation funded
programs

|IBDO

While only 11% name liquidity
as a top concern...

53%

Have less than 6 months of
reserves

|IBDO
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QUESTION 2

Over the next two years, does your organization have any
plans to... (Select all that apply.)

- Merge

e Reorganize

e Introduce new programs to current offerings

» Eliminate some current programs, but not add others

e Eliminate some current programs and introduce new programs

e Retain the same program offerings

= None of the above

= Not sure
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FUTURE PLANS

WHAT STRATEGIES WILL NONPROFITS USE TO SURVIVE & THRIVE?

In the next two years, nonprofits will...

60%

50%

40%

30%

20%

10%

0%

55%

Introduce
new

27%

24%
I I 9% 9%

Eliminate
some current

programs to  programs

current
offerings

and
introduce
new ones

Retain the
same
program
offerings
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OPERATIONS
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REVENUE

Nearly

5 O % of nonprofits

name revenue drops or funding cuts as a top
concern
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What were your revenue results last
year?

70%

Revenue increase

16%

Revenue stayed the
same

14%

Revenue decrease

BDO
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FUNDING SOURCES

Nonprofits rely on a diverse range of funding

sources.

On average, nonprofit funding is made up of:

29.2%

Fee for service

&
=
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SPENDING

19.5%

Government grants

18.9%

Individual contributions

i

Other sources include: corporate contributions (6.1%), investments

(5.3%), foundation grants (4.3%), fundraising/special events (3.1%),

membership dues (2.5%), conferences/meetings (2.2%), publications
(0.4%), and other sources (8.5%)

|IBDO

SPENDING POLICIES ARE COMMON, BUT TYPES VARY

7 O % of nonprofits

have a spending policy

/5=
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Type of spending policy
32%

Make a judgement each year

31%

Percentage model

16%

Weighted average or hybrid

model

8%

Previous year’s rate +
inflation
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SPENDING

PERCENTAGE-BASED SPENDING POLICIES

31% of nonprofits use percentage-based
policies
5 . 3% average rate

4 5% median rate

This difference suggests that
many organizations have
already lowered their
spending rates, given recent
concerns around investment
returns.

=
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INVESTMENTS

0 Average Investment Allocation
8 3 A) of nonprofits

42.4%

have a formal investment policy Equity/mutual funds

23.8%

Bond/fixed income

18%

Cash and cash
equivalents7 M
7.7%

Alternative investments
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INVESTMENTS
OPERATING BUDGETS FUNDED BY INVESTMENT INCOME

On average, nonprofits

The largest proportion of
g prop fund

those surveyed

38%

report that NONE of their operating budget is
funded through investments

7%
of their operating budgets
through investments.
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SCOPE & IMPACT
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SCOPE & FINANCIAL RESULTS

@ 6

70% 66%

didn’t expand their report positive net
mission last year. income.
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QUESTION 3

An average of

79.3%

of expenditures went to program-related activities

bbbad
bbb

BDO

Overall, are your funders asking for more information on

outcomes and impact?

* Yes
* No
» Unsure/Not applicable
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TRANSPARENCY ON OPERATIONS & OUTCOMES

INDUSTRY RESPONDS TO REPORTING REQUESTS

say funders are requiring
more information. .

55% TIORGOS
[ ]
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COMMUNICATING OUTCOMES TO STAKEHOLDERS

Reporting Methods
Annual print report 78%

Annual online report 71%

Direct communication with key donors | NN -
Email communication with key donors | RN 5%
Annual meeting

43%

Social media |GG 35

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%
= Reporting Methods
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QUESTION 4

What challenges have you faced in reporting the impact of
your programs? (Select up to three.)

» Absence of a reporting framework

» Lack of human resources to gather data
+ Inability to gather statistics on impact

* Financial constraints

* No challenges

» Unsure/not applicable
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REPORTING CHALLENGES

AS DEMAND FOR TRANSPARENCY GROWS,
NONPROFITS FACE ADMINISTRATIVE BURDENS

42% 38% 35% 30%

Absence of a Lack of human Inability to gather Financial
reporting framework resources to statistics on impact constraints
gather data

Other challenges include: lack of clarity around program objectives
(18%), respondents indicated they don't report impact (12%), those
who said they have no challenges (11%), and other challenges (5%)
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HUMAN RESOURCES
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QUESTION 5

BDO

What are the largest employee satisfaction issues at your

organization? (Select up to three)

= Compensation

= Benefits

= Communication

= Flexible work schedules

= Management-employee relations
= Use of technology

* Training and development

= Work environment

= Other

Assess Yourself: Nonprofit Standards, A Benchmarking Survey
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EMPLOYEE SATISFACTION ISSUES
72% CITE STAFFING AS A CHALLENGE,
AS EMPLOYEE SATISFACTION ISSUES PERSIST
e o
6/ Q

59% 43% 36% 34%

Compensation Benefits Communication Work environment

Other satisfaction issues include: flexible work arrangements (28%),
management-employee relations (27%), training and development
(23%), use of technology (10%), and other issues (13%)
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COMPENSATION INCREASES

On average, how much did
compensation level grow last year?
Levels were reduced 1%
No change 18%

Increased 1-2% 7%

5 O % Increased 3-4% 50%

Of organizations
increased compensation
levels 3-4% last year.

Increased 5-6% 3%

Increased 7-10% 1%

0% 10% 20% 30% 40% 50% 60%
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FLEXIBLE WORK ARRANGEMENTS ARE POPULAR

What type of flexible work

0 organizations will your organization
Z I 2
8 A) of nonprofits offer’

plan to offer flexible work arrangements in

the next two years Flexible work schedules 709

Telecommuting 38%
Remote work arrangements 38%

Flexible leave 30%

We won't offer any flexible
work options

0% 20% 40% 60% 80%
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CONFLICTS OF INTEREST
CONFLICT OF INTEREST STATEMENTS HELP ORGANIZATIONS STAY ON

TOP OF ISSUES

Who receives an annual conflict of
interest statement?

® @

88% 69% 35% 15%

Governing board Management All employees Volunteers
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CONFLICTS OF INTEREST

Who is the final arbiter of conflicts of
interest?

54%

Governing board

16%

Legal counsel

14%

President/Executive
Director

10%

Audit Committee
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PERFORMANCE AND COMPENSATION REVIEWS

9 6 % of nonprofits 9 1 % of nonprofits

have board members evaluate the conduct these reviews annually
President/Executive Director’s performance
and compensation

EH

Other timeframes include: every other year (5%), quarterly
(2%), and other (2%)

Page 37

I Assess Yourself: Nonprofit Standards, A Benchmarking Survey l BDO
——

BOARD PRACTICES

Term Limits Term Durations

Average: 3.4 years

4%
76% 1 year
Have term limits for board
members 7%
2 years
21% )
Do not have term limits for 69 /0
board members 3 years
3% 20%
Unsure or not applicable 4 years or more
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BOARD PRACTICES

Number of Board Members Number of Meetings Per Year
Average: 20.6 members Average: 6 meetings

13% 16%

Fewer than 10 members Fewer than 4 meetings

B U . U 2

43% 39%

10-19 members 4 or 5 meetings

25% 18%

20-29 members 6 meetings

19% 19%

30 members or more 7-11 meetings
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BOARD COMMITTEES

Formal board committees

Executive | 537%
Nominating I 667
Investment | 46%

Finance |GGG /5%

Audit 45%
Combined audit and finance 43%
Compensation 36%
Other 32%

0% 10% 20% 30% 40% 50% 60% 70%  80%  90%
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BOARD CONCERNS
FINANCE AND SUSTAINABILITY CONCERNS

DOMINATE

S 606 & @

92% 42% 42% 40%

Resource constraints Managing growth Succession planning Loss/decline of
revenue stream

Additional concerns include: increase in regulation (25%),
cybersecurity (18%), changing technology (17%), increased demand
for services without a plan to meet demand (15%), fraud risk (3%),
and other concerns (15%)
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FRAUD RISK MANAGEMENT

only 3%

of nonprofits name fraud as a board concern

Fraud Prevention Mechanisms

67% 66%

Whistleblower Annual risk
hotline assessment

only 9%

of nonprofits have a fraud committee

51% 10% 9%

Internal audit Other Fraud committee
function external audit, corporate training,
compliance officers
Assess Yourself: Nonprofit Standards, A Benchmarking Survey l BDO
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Summary

While all nonprofits have unique missions and
unique populations they serve, the industry
at large can benefit from this type of
information sharing.

Our hope is that nonprofits of all types can
use this information to do a thorough
examination of their own practices and
metrics, and to help inform future strategies
and policies.
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ADDITIONAL RESOURCES

WANT MORE INFORMATION?
NONPROFIT STANDARDS :

o ek g ey Mg S prl
Read the full report: g L e e e 0

www.bdo.com/nonprofitstandards

Visit our Resource Center:
https://www.bdo.com/resource-centers/institute-
for-nonprofit-excellence

Read more on our blog:
http://nonprofitblog.bdo.com/

Email us:
Idearmond@bdo.com

acole@bdo.com

Download the GlFographic
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