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INTRODUCTION

Indiana nonprofits face increasing demands for their pro-
grams and services, but encounter major challenges in
securing adequate financial resources to meet these de-
mands. Indeed, this is their single most pervasive major
challenge. Even if that were not the case, nonprofits
must necessarily focus their activities on a fairly narrow
range of activities if they are to remain true to their mis-
sion. At the same time, changes in community condi-
tions mean that needs are becoming more complex and
often beyond the capacity of any single organization.

For these reasons — and also because key institutional
funders, such as government agencies, foundations, and
United Way organizations, strongly encourage (at times
demand) it — nonprofits frequently form relationships
with other organizations. They do so to expand their ser-
vice capacity, coordinate their programs with those of
other organizations, gain access to needed resources,
share costs, and/or enhance their visibility. These rela-
tionships may take a variety of forms, ranging from for-
mal headquarter-chapter affiliations to collaborations
and informal networks. Moreover, they often span sector
boundaries, as nonprofits work in partnership with gov-
ernment agencies or for-profit organizations.

Other relationships are of a more competitive nature.
Indeed, many nonprofits compete with other nonprofits,
government agencies, and businesses to obtain financial
resources, deliver quality programs and services, or at-
tract clients, new staff and volunteers.

Indiana Nonprofits: Affiliation, Collaboration and Com-
petition is the fifth in a series of reports' based on a ma-
jor survey of Indiana charities, congregations, advocacy
and mutual benefit nonprofits undertaken as part of the
Indiana Nonprofits: Scope and Community Dimen-
sions project currently underway at Indiana University
(www.indiana.edu/~nonprof). Previous reports have re-
viewed management challenges and capacities of Indi-
anapolis region nonprofits,” presented an overall profile

! For information on the survey and related reports, please see
www.indiana.edu/~nonprof and follow links to “Research
Results” and then “Indiana Nonprofit Survey.”

? Kirsten A. Grenbjerg & Richard Clerkin, The Indianapolis
Nonprofit Sector: Management Capacities and Challenges.
February 2003. Available online at
www.indiana.edu/~nonprof/results/npsurvey/indymanag.html

of Indiana nonprofits,’ examined the impact of commu-
nity and policy changes on them,* and explored how
they manage financial and human resources.” No other
study has examined such a variety of nonprofits or done
so in such detail.

Here we explore the extent to which Indiana nonprofits
participate in various forms of formal and informal rela-
tionships with other organizations. We also investigate
the prevalence of competition among Indiana nonprofits,
both within the sector and between nonprofits and gov-
ernments or businesses. Future reports will examine
membership associations and congregations.

This report is based on a 2002 survey of 2,206 Indiana
charities, congregations, advocacy and mutual benefit
nonprofits, representing a response rate of 29 percent.
Details of how the sample was developed and the data
collected are described in technical reports available
upon request. The survey was designed to allow for di-
rect comparison with a study of [llinois nonprofits spon-
sored by the Donors Forum of Chicago.’

*Kirsten A. Grenbjerg & Linda Allen: The Indiana Nonprofit
Sector: A Profile. January 2004. Available online at:
www.indiana.edu/~nonprof/results/npsurvey/insprofile.html
* Kirsten A. Grenbjerg & Curtis Child, Indiana Nonprofits:
Impact of Community and Policy Changes. July 2004. Avail-
able online at:
www.indiana.edu/~nonprof/results/npsurvey/inscom.html

> Kirsten A. Grenbjerg & Richard M. Clerkin, Indiana Non-

profits: Managing Financial and Human Resources, August
2004. Available online at:

www.indiana.edu/~nonprof/results/npsurvey/insmanag.html.

% Kirsten A. Grenbjerg & Curtis Child, Illinois Nonprofits: A
Profile of Charities and Advocacy Organizations (Chicago, IL:
Donors Forum of Chicago, December 2003). Available online
at www.donorsforum.org.




EXECUTIVE SUMMARY

Formal affiliations: We asked Indiana nonprofits
whether they are affiliated with another organization
as a headquarter, local subsidiary, or in another way.

e More than half of Indiana nonprofits are affili-
ated in some way. This is especially the case for
nonprofits in the public and societal benefit
(e.g., advocacy, community development, phi-
lanthropy) and religion fields, older nonprofits,
and medium-sized and large organizations. Be-
sides religious bodies, with whom most religion
nonprofits are affiliated, Indiana nonprofits in
every field are most likely to be affiliated with
various mutual benefit or membership associa-
tions (e.g., fraternal organizations, professional
or trade associations and the like).

e Some 14 percent of Indiana nonprofits received
funds from federated funders during the most re-
cently completed fiscal year. This is dispropor-
tionately so for nonprofits in the health and hu-
man services fields.

Networks and collaborations: We asked Indiana
nonprofits whether they participate in formal col-
laborations or informal networks with other entities.

e More than half (57 percent) of Indiana nonprof-
its are involved in collaborations or networks.
Informal networks are more common than for-
mal collaborations.

e Opverall, participation in collaborations or net-
works relates most significantly to the nonprof-
its’ size and their access to technology: larger
nonprofits and those with basic information
technology components are most likely to indi-
cate that they participate in such relationships.

Most important relationship: We asked nonprofits
that participate in networks or collaborations to fo-
cus on the most important one and to tell us how
many and what types of organizations are part of the
relationship.

e The median number of organizations in Indiana
nonprofits’ most important network or collabo-
ration is five, although the number is dispropor-
tionately higher for health nonprofits and for re-
ligion nonprofits that provide human services.

e Nonprofits that are small in size and lack tech-
nology are disproportionately likely to partici-
pate in small networks and collaborations.

e About half of the relationships are homogeneous
in scope, involving only one or two different
types of organizations. The variety of organiza-
tions involved is positively related to how many
organizations are involved in the relationship.

e Generally, Indiana nonprofits are most likely to
say that secular service organizations (42 per-
cent) and religious bodies (41 percent) are in-
volved in these relationships, although this var-
ies according to the field of service in which
they are active. Many nonprofits are also in-
volved with governments (33 percent) or for-
profit organizations (23 percent).

Effects of networks and collaborations: We asked
Indiana nonprofits to indicate whether their in-
volvement in networks and collaborations makes it
easier, harder, or has no impact on maintaining key
organizational capacities.

e Respondents are most likely to say that partici-
pation in networks or collaborations makes it
easier for them to enhance their visibility or
reputation, meet client or member needs, and ob-
tain funding.

e  Arts, culture and humanities nonprofits stand out
as most likely to indicate that they benefit from
involvement in networks and collaborations.

Competition: We asked Indiana nonprofits to iden-
tify the arenas in which they compete with other or-
ganizations, as well as the different types of organi-
zations with which they do so.

e Two-fifths of Indiana nonprofits compete with
other organizations (both in and outside of the
nonprofit sector) for a variety of resources.

e They compete most extensively with secular
nonprofits (29 percent), followed by religious
nonprofits (22 percent), businesses (13 percent),
and governments (10 percent).

e Generally, the prevalence of competition with
other organizations increases with size and ac-
cess to technology. Nonprofits that participate in
formal or informal relationships are also more
likely to compete than those that are not.




KEY FINDINGS

Five key findings stand out from our analysis:

L.

Most Indiana nonprofits interact with other or-
ganizations: They do so collaboratively through ver-
tical headquarter-subsidiary affiliations or horizon-
tally through informal networks or formal collabora-
tions. They also interact competitively with other or-
ganizations when they seek to secure funding or new
staff and volunteers. While these interactions occur
primarily within the nonprofit sector, they cut across
sector boundaries. Indeed, many Indiana nonprofits
collaborate and compete with organizations in the
government and for-profit sectors.

Mixed effects of collaborations: For some nonprof-
its, involvement in networks and collaborations help
them maintain certain organizational capacities. Yet
many, and in some instances, a majority of Indiana
nonprofits say that their participation in networks
and collaborations has no such effect. Nearly 20 per-
cent of the nonprofits in the state that are involved in
these relationships say that their participation has no
impact, makes it harder, or is not applicable to ac-
complishing any of the fundamental tasks about
which we asked, such as obtaining funding, meeting
client or member needs, or recruiting and retaining
staff, volunteers, and board members.

Importance of technology in understanding inter-
organizational relations: At nearly every point in
this analysis, access to basic information technology
plays an important role. Nonprofits with basic tech-
nological components in place, such as computers,
access to the Internet, e-mail, and a web-site are sig-
nificantly more likely than those without these re-
sources to receive certain types of federated funding,
participate in collaborations or networks, be in-
volved in disproportionately large networks and col-
laborations, benefit from these relationships, and
compete with other organizations.

Importance of organizational size in understanding
interorganizational relations: Large nonprofits also
show distinctive interorganizational relations. They
are disproportionately more likely to receive feder-
ated funding, participate in both formal collabora-
tions and informal networks, be involved in large

networks and collaborations, and compete with other
organizations for various reasons.

Variations by field: In most instances, certain non-
profit fields stand out in the way that they interact
with other organizations even after controlling for
various organizational characteristics, such as size,
age, primary funding source, and access to technol-
ogy. For example, a significantly high percentage of
religion nonprofits are affiliated with other organiza-
tions, health nonprofits are disproportionately likely
to participate in informal relationships, while non-
profits in the arts field are the most likely to partici-
pate in formal ones. Moreover health nonprofits are
the most likely to participate in large networks and
collaborations, while human services nonprofits in-
dicate their most important relationships are large in
scope (i.e. include many different types of organiza-
tions). Arts, culture and humanities nonprofits are
disproportionately likely to benefit from their par-
ticipation in these relationships and nonprofits in the
religion and public benefit fields are the least likely
to compete with other organizations.




METHODOLOGICAL NOTE

In prior survey reports we primarily used cross-
tabulations of two indicators (bivariate analysis) to
guide our investigations. This method allowed us to ex-
amine whether there is a significant relationship between
two variables, such as size and age, to see if older non-
profits are notably larger or smaller than young ones.

Although useful, this approach is limited in that it only
permits us to examine two variables at a time. Thus, con-
tinuing with our example, if we found that young non-
profits are more likely to be small than older ones, we
might be curious whether this also has something to do
with the field of activity in which the nonprofits operate.
More advanced statistical techniques make it possible to
include multiple variables into a statistical model in or-
der to determine which of them significantly relate to the
one we are trying to understand. Statistical techniques
that allow us to look at multiple variables at the same
time are called multivariate analyses. In the present
analysis we experimented with these techniques in order
to provide a clearer representation of the Indiana non-
profit sector. Our hope is that this will provide the reader
with a more robust and nuanced analysis.

To simplify the presentation, however, all the figures
that we present are based on the bivariate analyses. We
use the text to highlight the variables that stand out in
the multivariate analyses (logistic regression). As in pre-
vious studies, all analyses include four main control
variables. These are field of activity (see Appendix A),
size,” primary source of funding,® and age.

Many of the analyses also include an indicator of the
nonprofits’ access to basic information technology and
various measures of relationships with other organiza-
tions. The latter are explained at appropriate points in the
text. The former, access to technology, consists of a
simple score, ranging from 0 to 4, to measure the num-
ber of technology components possessed by the nonprof-
its: a computer, access to the Internet, e-mail, and a web-

" We use total annual revenues and number of full-time
equivalents (FTEs) as alternative indicators of organizational
size.

¥ “Primary source of funding” is defined as obtaining 50 per-
cent or more of total revenues from a particular source (gov-
ernment, dues and fees, donations, etc.); those obtaining less
than half of their revenues from any one of these sources are
defined as having “No dominant source” of funding.

site for the organization. Nonprofits scoring a zero do
not have any of these components, while nonprofits
scoring four have all of them.

We included the measure of information technology be-
cause of its germaneness to interorganizational relation-
ships. Indeed, it would be difficult to discuss nonprofit
relations without addressing some aspect of the basic
technologies that allow nonprofits in our modern society
to communicate, collaborate, and even compete. For
many organizations, e-mail is a primary means of com-
munication, and the Internet virtually links them to other
organizations, competitors, possible funders, and clients.
Some nonprofits lack these components of information
and communication technology, significantly reducing
their ability to participate in certain types of interorgani-
zational relationships. In either case, understanding non-
profits’ access to technology helps us to more fully
comprehend the various interactions and relationships in
which Indiana nonprofits participate because such tech-
nology is so often the medium of communication.

Whereas in previous reports we relied on a single cate-
gory to identify nonprofits in the religion field, in this
study we differentiate between religion nonprofits that
provide health and human services (HHS) and those that
do not (no HHS). Our analyses suggests that these two
types of religion nonprofits exhibit distinctive patterns of
behavior, especially in regard to their networks and col-
laborations. In order to identify religion nonprofits that
provide health or human services, we referred to a sur-
vey question that asked respondents to indicate whether
they provide some type of health (e.g. health care treat-
ment, treatment for diseases or disorders, health research
or prevention, or mental health or crisis intervention) or
human service (e.g. social services, counseling, public
safety or disaster relief, crime or legal services, employ-
ment or job training, food or nutrition, youth develop-
ment or recreation).

Our analysis highlights differences that meet statistical
criteria of significance (5 percent or less chance that the
results occurred by chance). We focus primarily on dif-
ferences by field of activity (see Appendix A), but also
examine the impact of size, funding mix, age, and in-
formation technology (and the interaction of these
characteristics where relevant) on whether Indiana non-
profits are affiliated with other organizations, collabo-
rate or network, or compete with other organizations.
As appropriate, each of these key dimensions is dis-
cussed in more detail in the body of the report.






