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II. MANAGING FINANCIAL 
RESOURCES 
 

Indiana nonprofits face major challenges in obtaining 
funding. This is particularly a problem for those in the 
fields of health and environment and animals. Larger 
nonprofits and those that rely mainly on government 
funding are more likely to report a range of challenges 
in managing their finances (but they are also more likely 
to have organizational tools to address them), while 
those that rely mainly on dues/fees/sales are the least 
likely to report such challenges or to have organiza-
tional tools in place. Older nonprofits are more likely to 
have reserves dedicated to maintenance or capital needs 
than younger ones 

  
As we documented in Chapter 1, the financial resources 
of Indiana nonprofits vary greatly by field of activity, 
funding profile, and age. Despite these variations, ob-
taining adequate funding is the single most frequently 
cited challenge for nonprofits across the board. On the 
other hand, there are notable variations by field of activ-
ity, size, funding profile and age in the extent to which 
Indiana nonprofits face this and three other financial 
challenges examined here. There are corresponding dif-
ferences in the extent to which they have in place four 
types of management tools to address the challenges. 
 
Challenges in managing funding and finances. We fo-
cus first on challenges to generate funding, but also ex-
amine challenges associated with financial management 
and accounting more generally and those related to two 
major types of investment: managing facilities and using 
information technology effectively.  

 
Challenge: Obtaining funding. We asked Indiana non-
profits to describe whether they found it a major, minor 
or no challenge to obtain funding or other financial re-
sources, or whether this did not apply to them. This is 
the single most pervasive challenge of the four types of 
challenges related to funding and finances examined 
here; indeed, it is the most pervasive of all 10 types of 
management activities we examine in this report.10 
 

                                                           
10 We examine four of these 10 challenges in this chapter, an-
other four in Chapter 3, and two additional ones in Chapter 4.  

• Overall: Over two-fifths of Indiana nonprofits (43 
percent) say obtaining funding is a major challenge 
and 70 percent say it is at least a minor challenge. 
Only 14 percent said this was not a challenge, and 
the rest (16 percent) said this did not apply to them. 
See Figure 57.  

 
Figure 57: Extent of funding and other financial 

challenges, Indiana nonprofits (n=1,945- 1,952) 
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• The extent to which obtaining funding is a challenge 

for Indiana nonprofits varies by field of activity, size 
and funding profile, but not by age.  

 
• Nonprofit field: Obtaining funding is most problem-

atic for health and environment/animal nonprofits 
and least for mutual benefit nonprofits. See Figure 
58. 

 
Figure 58: Challenges in obtaining funding by nonprofit 

field, Indiana nonprofits (n=1,952) 
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─ About three-fourths of health and of environ-

ment and animal nonprofits (78 and 72 percent 
respectively) report that obtaining adequate 
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funding is a major challenge and nine out of ten 
(92 and 91 percent respectively) say it is at least 
a minor challenge. 

 
─ Over half of nonprofits in the arts, culture, and 

humanities (55 percent) and human services (50 
percent) fields also say that obtaining funding is 
a major challenge; the vast majority (80 and 73 
percent respectively) say it is at least minor chal-
lenge. 

 
─ Although education nonprofits are no more 

likely than nonprofits overall to say that obtain-
ing funding is a major challenge (39 vs. 43 per-
cent), they are much more likely to consider it a 
minor challenge (44 vs. 26 percent) and overall, 
83 percent consider it at least a minor challenge. 

 
─ Nonprofits in the mutual benefit fields are the 

least likely to say that obtaining funding as a 
major challenge (18 percent) or at least a minor 
challenge (36 percent). This is because over half 
(51 percent) say that obtaining funding does not 
apply to them. This surprisingly high percentage 
may reflect the fact that 70 percent of these non-
profits have no revenues or less than $25,000.   

 
• Size: The extent to which nonprofits find obtaining 

funding or other financial resources a challenge gen-
erally increases by size. See Figure 59. 

 
Figure 59: Challenges in obtaining funding by total 

revenues, Indiana nonprofits (n=1,591) 
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─ Almost three-fourths (71 percent) of larger non-

profits ($1 - $10 million in revenues) say it is a 
major challenge to obtain funding and 88 per-
cent say it is at least a minor challenge.   

─ Once nonprofits reach revenues of $100,000 or 
more, obtaining funding is a major problem for 
half or more and at least a minor challenge for 
over 80 percent.  

 
─ About a third of the smallest nonprofits also re-

port that obtaining funding is a major challenge. 
Over two-fifths (42 percent) of those with no 
revenues say that obtaining funding does not ap-
ply to them, as do about a quarter (24 percent) of 
those with revenues of less than $25,000. 

 
• Funding profile: Obtaining adequate funding is par-

ticularly challenging for those that rely mainly on 
government funding and least challenging for those 
that rely mainly on dues, sales and fees or on special 
events and is even less of a challenge for those that 
have no revenues. See Figure 60. 

 
Figure 60: Challenges in obtaining funding by funding 

profile, Indiana nonprofits (n=1,841) 
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─ The vast majority (83 percent) of nonprofits that 

rely mainly on government funding say it is a 
major challenge to obtain funding and virtually 
all (98 percent) say it is at least a minor chal-
lenge. These high percentages may reflect wide-
spread cuts (actual or threatened) in public fund-
ing for nonprofits, as well as the increasingly 
competitive bidding and application processes 
that nonprofits face when seeking government 
funding.11  

                                                           
11 Government funding also requires demanding reporting and 
other operational procedures. See Kirsten A. Grønbjerg, Un-
derstanding Nonprofit Funding: Management Revenues in So-
cial Service and Community Development Nonprofits. (San 
Francisco: Jossey-Bass Publishers, Inc., 1993). Online at 
http://indiamond.ulib.iupui.edu/PRO/promonograph.html  
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─ Given challenges associated with managing mul-
tiple sources of funding, it is not surprising that 
over half (53 percent) of nonprofits that rely on a 
mix of funding say they face major challenges in 
obtaining funding; 77 percent say it is at least a 
minor challenge).  

 
─ Other than those with no revenues at all, non-

profits that rely mainly on dues, fees, or sales or 
on special events are the least likely to say that 
obtaining adequate funding is a major challenge 
(31 and 34 percent respectively) or at least a mi-
nor challenge (57 percent for both). 

 
• Combined analysis – obtaining funding12: When 

considering all factors jointly – nonprofit field, size, 
funding profile, and age – so as to estimate which 
features best predict facing major challenges in ob-
taining funding, a combination of nonprofit field and 
funding profile is relevant.  
 
─ Controlling for all other factors, nonprofits in 

the environment and animal field are more likely 
to report that obtaining funding is a major chal-
lenge. Public and societal benefit, as well as mu-
tual benefit, nonprofits are significantly less 
likely to do so, using human service nonprofits 
as the comparison base.  

 
─ Controlling for all other factors, nonprofits that 

rely on government for more than half of their 
revenues are significantly more likely to report 
facing a major challenge in obtaining funding. 
Those that rely mainly on dues, fees or sales are 
significantly less likely to do so, in both cases 
using nonprofits that rely on a mix of funding as 
the comparison base.  

 
Challenge: Using information technologies. We turn 
now to one of the major areas of investment for nonprof-
its – information technology (IT). More Indiana nonprof-
its say that using IT effectively is a challenge than rec-
ognize financial management and accounting as a chal-
lenge, although both trail challenges in obtaining ade-
quate funding.  
 
• Overall. More than half (56 percent) of Indiana non-

profits say that using IT effectively is at least a mi-
nor challenge, including 15 percent for whom it is a 

                                                           
12 See Methodological Note in the Introduction (pg. 12). 

major challenge. Another quarter (26 percent) says it 
is not a challenge. The rest (18 percent) report it 
doesn’t apply, presumably because they have no IT. 
See Figure 57 above. These patterns vary by non-
profit field, size, funding profile, and age. 
 

• Nonprofit field: There are significant differences 
among nonprofit fields in the extent to which Indi-
ana nonprofits find using IT effectively a challenge. 
Most noticeably, almost half (48 percent) of Mutual 
Benefit organizations say that this challenge is not 
applicable to them. See Figure 61. 

 
Figure 61: Challenge in using information technologies 

effectively by nonprofit field, Indiana 
nonprofits (n=1,945) 
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─ More than a quarter (28 percent) of health non-

profits say that using IT effectively is a major 
challenge, followed by those in the religion and 
arts, culture and humanities fields (20 and 19 
percent respectively).  

 
─ Overall, more than two-thirds of nonprofits in 

the health (76 percent), religion (72 percent), 
environment and animal (72 percent), and edu-
cation (67 percent) fields find using IT effec-
tively to be at least a minor challenge. 

 
─ Relatively few nonprofits in the public and so-

cietal benefit (43 percent) and mutual benefit (17 
percent) fields say they face at least a minor 
management challenge in using IT effectively. 

 
• Size: In general, larger nonprofits are more likely to 

face at least minor challenges in using IT effectively 
than smaller ones, although those in the $500,000 - 
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$999,999 deviate some from the overall pattern. See 
Figure 62. 

 
Figure 62: Challenges in using information technology 

effectively by total revenues, Indiana 
nonprofits (n=1,583) 
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─ Almost all (96 percent) very large nonprofits 

(revenues $10 million or more) say using IT ef-
fectively is at least a minor challenge, as do the 
vast majority of all but the smallest nonprofits.  

 
─ Major challenges in using IT effectively are es-

pecially prevalent (38 percent) for fairly large 
nonprofits (revenues of $1 - $9.9 million), more 
so than for the very largest ones (26 percent) or 
smaller size categories.   

 
─ Half of nonprofits without revenues and a quar-

ter (26 percent) of those with less than $25,000 
say using IT effectively doesn’t apply to them, 
presumably because they don’t have any IT.  

 
• Funding profile: We find a slightly different pattern 

between funding dependency and the level of chal-
lenges related to using IT effectively as we did for 
challenges related to obtaining funding. Nonprofits 
that rely on government for most of their revenues 
are the most likely to report that using IT effectively 
is a major challenge (27 percent), followed by those 
that rely on donations (18 percent), rather than a mix 
of funding (16 percent), while those that rely mainly 
on special events are least likely to do so (6 percent). 
See Figure 63. 

 

Figure 63: Challenges in using information technology 
effectively by funding profile, Indiana 
nonprofits (n=1,833) 
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• Age: The relationship between age and challenges in 

using IT effectively is not very consistent, but older 
nonprofits are somewhat more likely to report that 
this is a major challenge, while younger nonprofits 
are somewhat more likely to say that it is not a chal-
lenge. See Figure 64. 

 
Figure 64: Challenges in using information technology 

effectively by age, Indiana nonprofits (n=1,821) 
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• Combined analysis – using IT effectively: When 

considering all factors jointly so as to estimate 
which features best predict facing major challenges 
in managing IT effectively, a combination of non-
profit field, size, and age is important. 

 
─ For the major nonprofit fields considered here, 

only mutual benefit nonprofits stand out, once 
we control for all other factors, as being signifi-
cantly less likely to face major challenges in us-
ing IT effectively than the comparison group 
(human service nonprofits). 
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─ Controlling for all other factors, larger nonprof-
its (revenues of $1 - $10 million) stand out as 
being more likely to face major challenges in us-
ing IT effectively than the comparison group 
(revenues of $25,000 - $99,999). 

 
─ Controlling for all other factors, young nonprof-

its (founded since 1990) are less likely to say us-
ing IT effectively is a major challenge than those 
founded in1930 or earlier. 

 
Challenge: Financial management and accounting. In 
addition to securing adequate funding, Indiana nonprof-
its must also manage their finances efficiently – bad fi-
nancial management wastes resources in the short run 
and discourages current funders, staffs, and volunteers 
from making further investments in the organization. 
Yet, while the need to raise funds may be very apparent, 
problems related to accounting and managing financial 
resources are likely to be less visible, since only some-
one familiar with specific financial details and/or com-
plex accounting standards may recognize the symptoms. 
Overall, fewer Indiana nonprofits say that it is a chal-
lenge to manage their finances and accounting. See Fig-
ure 57 above.  

• Overall. Only 11 percent say financial management 
and accounting is a major challenge, although almost 
half (49 percent) say it is at least a minor challenge. 
As noted above, some nonprofits may not recognize 
troublesome symptoms so that the percentages fac-
ing challenges in this area may actually be higher 
than indicated here. Even so, the extent of challenges 
varies by nonprofit field, size, and funding profile. 

 
• Nonprofit field: Nonprofits in the health field are the 

most likely to say that financial management and ac-
counting is a challenge, mutual benefit nonprofits 
are the least likely to do so. See Figure 65. 

 
─ More than two-thirds (70 percent) of health non-

profits say that financial management and ac-
counting is at least a minor challenge, including 
one quarter which considers it a major challenge 
for their organization.  

 
─ Environment and animal nonprofits rank second 

(61 percent). They are less likely than health 
nonprofits to consider it a major challenge (11 
vs. 25 percent), but more likely to consider it a 
minor challenge (51 vs. 45 percent).  

Figure 65: Challenges in managing finances by nonprofit 
field, Indiana nonprofits (n=1,945) 
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─ Nonprofits in the mutual benefit and in the pub-

lic and societal benefit fields are the least likely 
to report that financial management and ac-
counting presents a challenge to their organiza-
tion – 29 and 41 percent respectively consider it 
at least a minor challenge. 

 
• Size: The percent reporting financial management 

and accounting to be at least a minor challenge is 
generally higher for larger nonprofits, although me-
dium sized organizations deviates some from the 
overall pattern. See Figure 66. 

 
Figure 66: Challenges in managing finances by total 

revenues, Indiana nonprofits (n=1,583) 
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─ Almost nine in ten (88 percent) of the very larg-

est nonprofits ($10 million or more in revenue) 
say that financial management and accounting is 
at least a minor challenge, including one in five 
(19 percent) that say it is a major challenge. 
Only 12 percent say it isn’t a challenge at all.  
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─ The second largest size category ($1 - $10 mil-
lion) has the highest percent saying financial 
management and accounting is a major chal-
lenge (25 percent vs. 11 percent overall). An-
other third (36 percent) say it is a minor chal-
lenge, but almost two in five (39 percent) say it 
isn’t a challenge at all.  

 
─ Not surprisingly, the very smallest nonprofits 

(no revenues or less than $25,000) are most 
likely to say that these tasks are not a challenge 
at all or do not apply to them.  

 
• Funding profile: We find a similar pattern between 

funding dependency and the level of challenges re-
lated to managing finances as we did for challenges 
related to obtaining funding. Nonprofits that rely on 
government for most of their revenues are the most 
likely to report that financial management and ac-
counting is a major challenge (20 percent), followed 
by those that rely on a mix of funding (18 percent), 
while those that rely mainly on special events are 
least likely to do so (5 percent). See Figure 67. 

 
Figure 67: Challenges in managing finances by funding 

profile, Indiana nonprofits (n=1,836) 
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• Combined analysis – managing finances and ac-

counting. When considering all factors jointly – 
nonprofit field, size, funding profile, and age – so as 
to estimate which features best predict facing major 
challenges in managing finances and accounting, a 
combination of nonprofit field and funding profile is 
important.  

 
─ Controlling for all other factors, mutual benefit 

nonprofits are significantly less likely to say fi-
nancial management and accounting is a major 

challenge, using human services nonprofits as 
the comparison base. 

 
─ Controlling for all other factors, nonprofits that 

rely on special events for more than half of their 
revenues are significantly less likely to say man-
aging finances and accounting is a major chal-
lenge, using nonprofits that depend on a mix of 
sources as the comparison base. 

 
Challenge: Managing facilities. Relatively few Indiana 
nonprofits consider it a challenge to manage facilities, 
another key investment for many nonprofits. In part that 
is because 20 percent say this challenge doesn’t apply to 
them, as would be the case for nonprofits that don’t re-
quire access to facilities on an ongoing basis (e.g., self-
help groups or hobby clubs that meet in each other’s 
homes). Those that rent or borrow facilities also may not 
face this type of challenge in contrast to those that own 
facilities or need specialized facilities in order to carry 
out their mission (e.g., churches, hospitals, nursing 
homes, day care services, schools, museums).  
 
• Overall: About 41 percent of Indiana nonprofits re-

port that managing facilities is at least a minor chal-
lenge for their organization, including 13 percent 
that say it is a major challenge. Another 40 percent 
say it isn’t a challenge at all. See Figure 57 above. 
These patterns vary by nonprofit field, size and 
funding profile. 

 
• Nonprofit field: Challenges in managing facilities 

are particularly prevalent for religion nonprofits. 
About a fifth of them (and of human service non-
profits) says that managing facilities is a major chal-
lenge (19 and 18 percent respectively), compared to 
less than five percent of public and societal benefit 
and mutual benefit nonprofits (4 and 3 percent re-
spectively). See Figure 68. 

 
─ As expected, the religion field also has the high-

est percent saying it is at least a minor challenge, 
followed by the health field (62 and 58 percent 
respectively). These are also the fields with the 
fewest nonprofits saying that managing facilities 
do not apply to them (8 and 12 percent respec-
tively).  
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Figure 68: Challenge in managing facilities by nonprofit 
field, Indiana nonprofits (n=1,952) 
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─ About two in five human service, environment 

and animals, and arts, culture and humanities 
nonprofits report managing facilities is at least a 
minor challenge (41, 41, and 42 percent respec-
tively).  

 
─ Somewhat surprisingly, only about one-quarter 

(28 percent) of education nonprofits say this is at 
least a minor challenge. However, when we look 
at more detailed categories we find that 99 per-
cent of higher education and 73 percent of K-12 
institutions say that managing facilities is at least 
a minor challenge. 

 
• Size: Larger nonprofits (revenues of $500,000 or 

more) are more likely to report facing at least minor 
challenges in managing facilities than smaller ones. 
See Figure 69. 

 
─ The vast majority (78 percent) of very large 

nonprofits (revenues of $10 million or more) say 
that managing facilities is at least a minor chal-
lenge, including 25 percent for whom it is a ma-
jor challenge (as it is for 27 percent of those 
with revenues of $1-$10 million). Those in the 
$500,000 - $1 million range are the most likely 
(35 percent) to say it is a major challenge.  

 
• Funding profile: Nonprofits that rely on a mix of 

funding are most likely (20 percent) to report that 
managing facilities is a major challenge, but those 
that rely mainly on donations (as do most churches) 
are most likely (55 percent) to say that it is a least a 
minor challenge). See Figure 70. 

 

Figure 69: Challenges in managing facilities by size of 
revenues, Indiana nonprofits (n=1,587) 
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Figure 70: Challenges in managing facilities by funding 

mix, Indiana nonprofits (n=1,838) 
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─ Only about one quarter (26 percent) of nonprof-

its that rely on special events for half or more of 
total revenues say that managing facilities is at 
least a minor challenge and almost one-third (32 
percent) say it doesn’t apply to them. 

 
• Combined analysis – managing facilities: When 

considering all factors jointly so as to estimate 
which features best predict facing major challenges 
in managing facilities, a combination of nonprofit 
field, size, and funding profile is important. 

 
─ When holding all other factors constant, non-

profits in the education, health, environment and 
animals, and mutual benefit fields are signifi-
cantly less likely than human service nonprofits 
(the comparison base) to face major challenges 
in managing facilities. 
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─ Nonprofits with $500,000 or more in annual 
revenues (when holding all other factors con-
stant) are significantly more likely than those 
with revenues of $25,000 to $100,000 (the com-
parison base) to say managing facilities is a ma-
jor challenge. 

 
─ Nonprofits that depend on government, on dues, 

fees and sales, or on special events are signifi-
cantly less likely to report facing major challen-
ges in managing their facilities than those that 
rely on a mix of funding sources (the compari-
son base) when holding everything else constant. 

 
Tools for managing financial challenges. Although 
Indiana nonprofits face pervasive challenges in manag-
ing various aspects of their finances, most notably ob-
taining funding, many also have key components in 
place to help address the challenges. We focus here on 
whether Indiana nonprofits have recent financial audits 
(within the past year), computerized financial records, or 
have financial reserves dedicated to maintenance needs 
or to capital needs. Such tools help nonprofits address 
financial challenges by allowing them to monitor their 
financial health and/or address contingencies that may 
arise. However, we do not claim that nonprofits neces-
sarily must have such tools to manage their finances or 
that possessing them will solve financial problems. Nor 
do our data allow us to say how well Indiana nonprofits 
use these tools, just whether they have them. 
 
Tool: Recently completed financial audit. The percent-
ages of Indiana nonprofits that report having a recently 
completed financial audit (e.g., within the past two 
years) or computerized financial records are notably 
higher than the percentages with financial reserves for 
maintenance or capital needs. See Figure 71. 
 
• Overall: Less than two-thirds of Indiana nonprofits 

say they have a recently completed financial audit. 
Those that do are less likely to say that challenges in 
financial management and accounting do not apply 
to them, but otherwise do not differ from those 
without audits in whether they consider it a major, 
minor, or no challenge. The percent of nonprofits 
with a financial audit varies somewhat by size, fund-
ing profile,13 and age, but not by nonprofit field.  

                                                           
13 When controlling for all other variables, the proportion of 
nonprofits that had recently completed an audit does not vary 

 
Figure 71: Percent with financial tools, Indiana nonprofits 

(n=1,998-2,205) 
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• Size: Larger nonprofits are much more likely to have 

recently completed financial audits than smaller 
ones. Larger nonprofits are both more likely to have 
the resources to undertake audits, but also to face 
expectations by funders to have them. See Figure 72. 

 
Figure 72: Percent reporting having a recently completed 

financial audit by total revenues, Indiana 
nonprofits (n=1,628) 
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─ Overall, at least three-fourths of nonprofits with 

revenues of $100,000 or more have a recent fi-
nancial audit. The percent increases to about 90 
percent for those with revenues of $1 million or 
more. We are, however, surprised that it isn’t 
100 percent for these large nonprofits.  

 
─ The percentages with a recent financial audit 

drops to 53 percent for small nonprofits (reve-
                                                                                                     
by funding profile, therefore we do not analyze the bivariate 
relationship here. 
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nues of $25,000 - $99,999) and to 42 percent for 
those with revenues of less than $25,000. 

 
• Age: Older nonprofits are generally more likely to 

have a recently completed audit than younger ones, 
perhaps because they have had a longer time to rec-
ognize the utility of such information. Only nonprof-
its founded in the 1970s deviate from this pattern in 
that they are more likely to have a recently com-
pleted financial audit than those established in the 
1960s. See Figure 73. 

 
Figure 73: Percent reporting having a recently completed 

financial audit by age, Indiana nonprofits 
(n=1,869) 
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• Combined analysis - recently completed financial 

audit. When considering all factors jointly so as to 
estimate which features best predict whether the or-
ganization has a recently completed financial audit, a 
combination of size and age is important. 

 
─ Nonprofits with less than $25,000 in annual 

revenues are significantly less likely, while those 
with revenues of $100,000 or more are signifi-
cantly more likely to have a recently completed 
financial audit than is the comparison group 
(revenues of $25,000 - $99,999). 

 
─ The oldest nonprofits, those founded before 

1930, are significantly more likely than nonprof-
its founded during any other period to have a re-
cently completed financial audit. 

 
Tool: Computerized financial records. Computerized fi-
nancial records allow staff and board members to more 
easily review and track the financial status of the organi-
zation.  

• Overall. Three-fifths (60 percent) of Indiana non-
profits have computerized financial records, slightly 
fewer than have audited financial statements. See 
Figure 71 above.  

 
─ Those with computerized financial records are 

less likely than those without to say that finan-
cial management and accounting doesn’t apply 
to them.  

 
─ Those that say using information technology ef-

fectively is a challenge (major or minor) are 
more likely to have computerized financial re-
cords than those for whom it is not a challenge 
(74 vs. 57 percent).  

 
─ Having computerized financial records varies by 

nonprofit field, size, funding profile, and age.14  
 
• Nonprofit field: Computerized financial records are 

especially prevalent in the religion (75 percent), 
education (72 percent), and health (71 percent) 
fields, while those in the arts, culture and humanities 
and the mutual benefit fields trail at 43 and 30 per-
cent respectively. See Figure 74. 

 
Figure 74: Percent with computerized financial records by 

nonprofit field, Indiana nonprofits (n=2,025) 
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─ These patterns parallel our earlier finding that 

mutual benefit nonprofits are the least likely to 
report facing challenges in financial manage-
ment and accounting and health nonprofits the 
most likely. We do not know whether challenges 
in financial management and accounting influ-

                                                           
14 When controlling for all other variables, the percent of non-
profits that have computerized financial records does not vary 
by age, therefore we do not analyze the bivariate relationship. 
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ence efforts to computerize financial records, or 
vice versa. That is, whether mutual benefit non-
profits are less likely to have computerized fi-
nancial records than health nonprofits because 
they face fewer challenges in managing their fi-
nances, or whether mutual benefit nonprofits are 
more unaware of these challenges because they 
do not have computerized records with which to 
analyze their financial situation. 

 
• Size: Perhaps reflecting the complexity of managing 

large sums of money, the vast majority of nonprofits 
with $100,000 or more in revenues have computer-
ized financial records, including almost all (98 per-
cent) of those with $10 million or more in revenues. 
The percentages drop to 65 percent for smaller non-
profits ($25,000 - $99,999) and to only 33 percent 
for very small ones (revenues of under $25,000).  
See Figure 75. 

 
Figure 75: Percent with computerized financial records by 

total revenues, Indiana nonprofits (n=1,643) 
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• Funding profile: Computerized financial records are 

most prevalent among those that rely mainly on 
government funding and donations (78 and 74 per-
cent respectively), followed by those that rely on a 
mix of sources (67 percent), with those relying 
mainly on dues, fees, and sales or on special events 
trailing at respectively 53 and 46 percent. See Figure 
76. 

 
• Combined analysis – computerized financial re-

cords: When considering all factors jointly so as to 
estimate which features best predict whether Indiana 
nonprofits have computerized financial records, the 
only significant factors are a combination of size and 
funding profile. 

Figure 76: Percent reporting having computerized 
financial records by funding mix, Indiana 
nonprofits (n=1,906) 
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─ Very small nonprofits (revenues under $25,000) 

are significantly less likely to have computerized 
financial records, while those with revenues of 
$100,000 or more are significantly more likely to 
do so, compared to smaller nonprofits (revenues 
of $25,000 - $99,999). 

 
─ Nonprofits that rely mainly on dues, fees and 

sales or on special events are significantly less 
likely to have computerized financial records 
than those that rely on a mix of sources (the 
comparison group). 

 
Tool: Financial reserves dedicated to maintenance or 
capital needs. Reserves for maintenance or equipment 
and capital needs are planning tools that help nonprofits 
deal with unexpected outlays for repairs or replacement 
of equipment and facilities.  
 
• Less than half of Indiana nonprofits (44 percent) 

have financial reserves to meet maintenance needs, 
even fewer (35 percent) have reserves to meet capi-
tal needs (see Figure 71 above). 

 
─ As one might expect, nonprofits that have insti-

tuted financial reserves are less likely to say that 
managing finances and accounting doesn’t apply 
to them, but otherwise do not differ from those 
without financial reserves in the extent to which 
this presents a challenge.  

 
─ Nonprofits that say managing facilities is a chal-

lenge (major or minor) are more likely to have 
instituted financial reserves for maintenance (54 
percent) or capital needs (46 percent) than those 
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for whom it is not a challenge (45 and 33 per-
cent respectively).  

 
─ The prevalence of reserves varies by nonprofit 

field, size, funding profile, and age. 
 
• Nonprofit field: Religion nonprofits are more likely 

than nonprofits in other fields to have reserves for 
maintenance or capital needs, while arts, culture and 
humanities and mutual benefit nonprofits are the 
least likely to have such reserves. See Figure 77 and 
Figure 78. 

 

Figure 77: Percent with financial reserves for 
maintenance needs by nonprofit field, Indiana 
nonprofits (n=2,002) 
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─ More than half of religion nonprofits have re-

serves for maintenance (58 percent) or capital 
needs (53 percent), more than any other field. 
These nonprofits, mainly churches and congre-
gations, are likely to own houses of worship and 
are also the most likely to report facing major 
challenges in managing facilities.  

 
─ Surprisingly few nonprofits in the education and 

health fields, many of which also require special 
facilities, have financial reserves for mainte-
nance needs (39 and 37 percent respectively) or 
capital needs (28 and 27 percent respectively). 

 
─ Nonprofits in the arts, culture, and humanities 

field are least likely to have reserves dedicated 
to maintenance (10 percent) or capital needs (4 
percent), suggesting that they may find it diffi-
cult to meet unexpected outlays. They may be 
especially vulnerable since they are also more 

likely to report challenges in obtaining funding 
and in financial management and accounting. 

 
Figure 78: Percent with financial reserves for capital 

needs by nonprofit field, Indiana nonprofits 
(n=1,998) 
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• Size: In general, larger nonprofits are more likely 

than smaller ones to have financial reserves for 
maintenance (see Figure 79) and capital needs (see 
Figure 80).  

 
Figure 79: Percent with financial reserves for 

maintenance needs by total revenues, Indiana 
nonprofits (n=1,627) 
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─ There are two exceptions to the overall pattern: 

Nonprofits with revenues of $250,000 - 
$499,999 and $1-9.9 million are less likely than 
smaller or larger nonprofits to have either type 
of financial reserves. 

 
─ Nonprofits with revenues of $500,000 - 

$999,999 have the highest percentages with re-
serves for maintenance (76 percent) and for 
capital needs (81 percent). This is also the size 
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category with the highest percent saying that 
managing facilities represents a major challenge, 
suggesting that they have developed at least 
some tools to address these challenges.  

 
Figure 80: Percent with financial reserves for capital 

needs by total revenues, Indiana nonprofits 
(n=1,627) 
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• Funding profile: Nonprofits relying mainly on dona-

tions are the most likely to have reserves dedicated 
to maintenance or capital needs; those that rely 
mainly on special events are the least likely to have 
these tools, except for those with no revenues at all. 
See Figure 81 and Figure 82. 

 
Figure 81: Percent with reserves dedicated to 

maintenance needs by funding profile, Indiana 
nonprofits (n=1,892) 
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─ Over half of nonprofits that rely mainly on dona-

tions (as do most churches) or on a mix of 
sources have financial reserves for maintenance 
(54 and 53 percent respectively). Nonprofits that 
rely mainly on donations are also more likely to 

have reserves for capital needs (45 percent) than 
those with other funding profiles.  

 
Figure 82: Percent with reserves dedicated to capital 

needs by funding profile, Indiana nonprofits 
(n=1,890) 
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─ Nonprofits that rely mainly on special events are 

least likely to have reserves for maintenance or 
capital needs (30 and 22 percent respectively). 

 
• Age: In general, older nonprofits are more likely to 

report having reserves for maintenance or capital 
needs than younger ones. Perhaps, older nonprofits 
have had more time to recognize the utility of these 
types of financial reserves and/or to have had more 
time to accumulate reserves for these purposes. See 
Figure 83 and Figure 84. 

 
Figure 83: Percent with reserves dedicated to 

maintenance needs by age, Indiana nonprofits 
(n=1,866) 
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Figure 84: Percent with reserves dedicated to capital 
needs by age, Indiana nonprofits (n=1,865) 
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─ Nonprofits founded before 1930 have the high-

est percentages with reserves for maintenance or 
capital needs (59 and 53 percent respectively), 
those established in 1990 or later have the low-
est percentages (31 and 19 percent respectively). 

 
• Combined analysis – financial reserves for mainte-

nance needs. When considering all factors jointly so 
as to predict which features best predict having fi-
nancial reserves for maintenance needs, we find that 
only a combination of nonprofit age, size, and fund-
ing profile remain significant. 

 
─ The oldest nonprofits (those founded before 

1930) are significantly more likely than younger 
nonprofits to have financial reserves for mainte-
nance and equipment needs. 

 
─ Nonprofits with $500,000 or more in total reve-

nues are significantly more likely, and those with 
under $25,000 in revenues less likely to have re-
serves dedicated to maintenance and equipment 
needs than the comparison group (revenues of 
$25,000 - $199,999). 

 
─ Nonprofits that rely mainly on special events are 

significantly less likely to report having reserves 
dedicated to maintenance and equipment needs 
than those that rely on a mix of sources (the 
comparison base). 

 
• Combined analysis – financial reserves for capital 

needs: When considering all factors jointly so as to 
predict which features best predict whether Indiana 
nonprofits have financial reserves for capital needs, 

a combination of age and nonprofit field is signifi-
cant. 

 
─ Very old nonprofits (founded before 1930) are 

significantly more likely than younger nonprof-
its to have financial reserves for capital needs. 

 
─ Religion nonprofits are significantly more likely 

and arts, culture and humanities nonprofits less 
likely to have financial reserves for capital needs 
than human service nonprofits (the comparison 
base). 

 
Conclusions and Implications. We draw several con-
clusions and implications from these findings. 
 
• Nonprofits face a major challenge in obtaining 

funding. Managing finances and accounting or other 
key investments such as information technology or 
facilities present challenges to notably fewer non-
profits than obtaining adequate funding. Nonprofits 
in the health and the environment and animals fields 
are the most likely to say that obtaining adequate 
funding is a major challenge, as do larger nonprofits 
and those that rely mainly on government funding.  

 
• Financial challenges are related to using financial 

management tools. Nonprofits with computerized 
financial records are less likely than those without to 
say that challenges in financial management and ac-
counting don’t apply to them. Those that report chal-
lenges in using IT effectively are more likely to have 
computerized financial records. Those that report 
challenges in managing their facilities are more 
likely to have established reserves for maintenance 
and equipment or capital needs. We do not know 
whether having these tools make nonprofits more 
aware of the challenges they face or whether those 
with challenges are more likely to employ the tools 
in an effort to address the problems they face.  

 
• Size matters. Larger nonprofits generally report 

more financial challenges than smaller ones. How-
ever, they are also more likely to have the financial 
tools in place to address the challenges. Nonprofits 
with revenues of $500,000 - $999,999 deviate some 
from these general patterns.  

 
• Funding profile matters: Nonprofits that rely 

mainly on government funding report greater levels 
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of challenges in obtaining funding and managing 
their finances. They are also more likely to have fi-
nancial components in place to track and manage fi-
nancial circumstances, most likely because govern-
ment tends to require extensive reporting. Nonprofits 
that rely on donations for more than half of their re-
sources are more likely than those with other fund-
ing profiles to have financial reserves dedicated to 
capital or maintenance needs. Nonprofits that rely 
mainly on dues, fees and sales or on special events, 
sources that come with few external strings attached, 
appear to face the lowest levels of management chal-
lenges, but also have the fewest financial tools in 
place with which to monitor their financial health.  

 
• Age matters, but not much: The age of nonprofits is 

primarily important when it comes to having finan-
cial reserves – older nonprofits are more likely to 
have such reserves to meet maintenance and equip-
ment needs or for capital needs. 

 

III. MANAGING HUMAN 
RESOURCES 
 
Nonprofit field is related to staff size, but not to chal-
lenges in managing human resources or recruiting/re-
taining qualified staff or to whether nonprofits have key 
components in place by which to manage paid employ-
ees (written personnel policies, job descriptions). Larger 
nonprofits, and those that rely mainly on government 
funding, are more likely to face challenges in managing 
employees than other types of nonprofits, but also to 
have basic structures in place by which to do so. Volun-
teers are vital to Indiana nonprofits. Almost three-
fourths report using volunteers over the past year and 
three-fourths of these say volunteers are essential or 
very important to them. Volunteers tend to be more im-
portant to older nonprofits than younger ones. Few non-
profits have volunteer recruitment (22 percent) or train-
ing (27 percent) programs. 
 
We began this report by exploring the financial re-
sources of Indiana nonprofits because such features set 
the context for a variety of challenges nonprofits face in 
managing their resources – financial, human, and pro-
grammatic. Financial resources also influence whether 
and how nonprofits secure the capacity to address chal-
lenges. Adequate financial resources can facilitate – just 
as inadequate resources can constrain – the roles and ac-
tivities of paid staff, volunteers, and boards of directors 
in their efforts to fulfill organizational missions. 
 
In this chapter we explore the challenges Indiana non-
profits face in managing their human resources – paid 
staff, volunteers, and board members. Each of these 
three groups has a special relationship with the organiza-
tion. For each group we first examine key indicators of 
the extent to which Indiana nonprofits rely on the par-
ticular group, we then detail the challenges nonprofits 
encounter in securing and retaining access to such indi-
viduals, and finally we describe the extent to which Indi-
ana nonprofits have key components in place by which 
to manage the relationships. We explore variations in 
each of these domains by nonprofit field, total revenues, 
funding profile, and age.  
 
Paid staff. Only about half (52 percent) of Indiana non-
profits employ full or part-time workers. Of those with 
any employees, 81 percent have a paid executive direc-
tor. But while there is a wide range in the number of 




