


IV. OTHER MANAGEMENT
RELATED CHALLENGES
AND CAPACITIES

A clear majority of Indiana nonprofits face challenges
related to strategic planning and assessing the impact or
outcomes of their programs. Although most Indiana
nonprofits have formal governance documents and pro-
duce annual reports, only a minority have written con-
flict of interest policies. For all of these dimensions, the
patterns generally vary by nonprofit field, size, and fund-

ing profile.

Other management challenges. In this section we ex-
amine several general challenges related to governing
and managing Indiana nonprofits: strategic planning and
evaluating program outcomes or impacts.

Challenge: Strategic planning. Strategic planning is not a
simple process, but requires an ability to articulate the
organization’s mission and role in an evolving and un-
certain future. It is therefore not surprising that a great
majority (70 percent) of Indiana nonprofits say that stra-
tegic planning is a challenge for their organization, in-
cluding 30 percent that say it is a major challenge. The
latter is a smaller percent than say obtaining adequate
funding is a major challenge (43 percent), although both
challenges are considered at least a minor challenge by
70 percent of Indiana nonprofits.

e Nonprofit field: Strategic planning is a major chal-
lenge for at least a third of nonprofits in the religion
(44 percent), health (37 percent), and arts, culture
and humanities (35 percent) fields. In contrast, mu-
tual benefit nonprofits are the most likely to say that
strategic planning is not applicable (31 percent) or
not a challenge (34 percent) to their organization.
See Figure 153.

= Opverall, more than four-fifths of nonprofits in
the health, religion, and environment and animal
fields (84, 82, and 82 percent respectively) say
that strategic planning is at least a minor chal-
lenge.

e Size: Over 80 percent of larger nonprofits (revenues
of $100,000 or more) say that strategic planning is at

least a minor challenge, compared to 58-72 percent
of those with revenues of under $100,000, and only
33 percent of those with no revenues. See Figure
154.

Figure 153: Percent with challenges in strategic planning
by nonprofit field, Indiana nonprofits (n=1,953)
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Figure 154: Percent with challenges in strategic planning
by total revenues, Indiana nonprofits (n=1,590)
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= There are less clear patterns between size of
revenues and whether strategic planning is a ma-
jor challenge. The percent saying it is a major
challenge increases by size from 9 percent of
those with no revenues to 62 percent of those
with revenues of $250,000 - $499,999, then
drops to 29 percent for the next size categories
before increasing again to 57 percent of those
with $10 million or more in revenues.

= It is possible that smaller nonprofits find it easier
to undertake strategic planning because their
scope of operations is smaller and the process
therefore less complex. However, we believe
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these findings may also reflect less awareness
among smaller nonprofits of external conditions,
such as community and policy changes,” so that
any strategic planning efforts, if undertaken at
all, may be less comprehensive.

e Funding profile: Nonprofits that rely mainly on gov-
ernment funding or on donations are more likely (39
percent) to say that strategic planning is a major
challenge, compared to only a quarter (23-26 per-
cent) of those with other funding profiles. About
four-fifth of nonprofits with these two profiles say
that strategic planning is at least a minor challenge
(79 — 80 percent), compared to those that rely on a
mix of sources or primarily on dues, fees or sales, or
on special events (71, 65 and 56 percent respective-
ly). This suggests that government and donation
funding sources present particularly complex envi-
ronmental constraints for Indiana nonprofits. See
Figure 155.

Figure 155: Percent with challenges in strategic planning
by funding profile, Indiana nonprofits (n=1,841)
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— One-fifth of nonprofits that rely mainly on dues,
fees or sales say that strategic planning is not
applicable, while a third (34 percent) of those
that rely mainly on special events say it is not a
challenge.

e  Combined analysis — major challenge in strategic
planning. When considering all factors jointly so as

** See Kirsten A. Gronbjerg and Curtis Child, Indiana Non-
profits: The Impact of Community and Policy Changes.
(Bloomington, IN: Indiana University School of Public and
Environmental Affairs, June 2004). Online report available at
www.indiana.edu/~nonprof/results/nps/inscom.html.

to estimate which features best predict whether Indi-
ana nonprofits face a major challenge in_strategic
planning. only size remains important.

— Nonprofits with revenues of $250,000 -
$999.999 and those with $10 million or more are
more likely than the comparison group (revenues
of $25,000 - $99,999) to face a major challenge
in undertaking strategic planning.

Challenge: Evaluating program outcomes or impacts.
Like nonprofits elsewhere, Indiana nonprofits face in-
creasing demands from government and other institu-
tions to document the outcomes and impacts of their
programs as a condition of obtaining funding from these
sources. However, most nonprofits are in the people-
changing business, e.g., they seek to change people’s
behavior, values, and/or understanding, and it is notori-
ously difficult to measure exactly how much people
change, or even to know the right time frame within
which to expect a change. It is even more problematic to
demonstrate that people change because of specific non-
profit services, rather than because of developments in
the broader environment or other events in their lives.
We are therefore surprised that evaluating outcomes or
impacts are considered less of a challenge than strategic
planning — only 22 percent of Indiana nonprofits say that
evaluating outcomes or impacts is a major challenge; an
additional 40 percent say it is a minor challenge. These
patterns vary by whether nonprofits have actually con-
ducted an evaluation, by nonprofit field, size, and fund-
ing profile.

e Completed evaluation or assessment. Only 30 per-
cent of Indiana nonprofits have completed a program
evaluation or assessment during the past two years.
Those that have done so are more likely (75 percent)
to say that evaluating outcomes or impacts is a chal-
lenge than those that have not (56 percent). Thus,
some nonprofits may not consider program evalua-
tion a challenge because they have not done one.

See Figure 156.

e  Nonprofit field: Nonprofits in the health (40 percent)
and arts, culture and humanities (36 percent) fields
are the most likely to say that evaluating outcomes
and impacts is a major challenge. By contrast, only 6
percent of mutual benefit nonprofits say this is a ma-
jor challenge. This is also the group most likely to
say evaluating outcomes or impacts it is not a chal-
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lenge (36 percent) or doesn’t apply (40 percent). See
Figure 157.

Figure 1
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program evaluations or assessments by
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More than three-fourths of environment and ani-
mal (76 percent) and of health nonprofits (84
percent) say that evaluating outcomes or impacts
is at least a minor challenge, compared to only
55 percent of human service nonprofits. The lat-
ter is surprising, since human service outcomes
are notoriously difficult to determine.

There are no significant differences among
fields in whether nonprofits have conducted out-
come evaluations, so that is not likely to explain
the differences we observe here.

e  Size: Generally, the larger the nonprofit organiza-
tion, the more likely it is to consider evaluating out-
comes and impacts to be at least a minor challenge.
The same pattern holds for the percent saying it is a

maj

or challenge, except for the very largest nonprof-

its (revenues of $10 million or more). Since larger
nonprofits are more likely than smaller ones to have
multiple services and programs, our finding that they
face more difficulties in evaluating outcomes and
impacts is not surprising. See Figure 158.
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More than 80 percent of nonprofits with reve-
nues of $250,000 or more say that evaluating
outcomes or impacts is at least a minor chal-
lenge, compared to only 53-62 percent of those
with lower revenues and 31 percent of those
with no revenues.

We find the highest incidence of saying that
evaluating outcomes or impacts is a major chal-
lenge among nonprofits with revenues of $1 -
$9.9 million — almost half (47 percent), declin-
ing to only 14 percent of those in the smallest
revenue category (less than $25,000) and to 29
percent for even larger nonprofits.

Larger nonprofits are more likely to have evalu-
ated program outcomes or impacts over the last
two years than smaller ones: more than half of
those with revenues of $250,000 - $499,999 (53
percent), $1 — $10 million (55 percent) or $10
million or more (76 percent) have done so, com-
pared to only 11 percent of those with no reve-
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nues and 13 percent of those with less than
$25,000 in total revenues.

Funding profile: As expected, nonprofits that rely
mainly on government funding are most likely to say
that outcome or impact evaluation is a major chal-
lenge (31 percent) and are about as likely to say it is
at least a minor challenge (71 percent) as those that
rely on a mix of sources (72 percent) or mainly on
donations (68 percent). By comparison only just
over half of those that rely mainly on special events
(56 percent) or on dues, fees and sales (52 percent)
say this is at least a minor challenge. See Figure 159.

Figure 159: Percent reporting challenges in evaluating

outcomes or impacts by funding profile,
Indiana nonprofits (n=1,826)
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— The high incidence of considering outcome and
impact evaluation to be a challenge (and a major
challenge) among nonprofits that rely mainly on
government funding may reflect their greater
experience with such evaluations. Thus 63 per-
cent say they have completed an evaluation of
their outcomes or impacts within the past two
years, compared to only 30 percent of those that
rely mainly on donations. It is also likely, of
course, that the types of evaluations demanded
by government are more rigorous and therefore
may present more severe challenges.

Combined analysis — major challenge in evaluating
outcomes or impact. When considering all factors
jointly so as to estimate which features best predict
whether Indiana nonprofits face a major challenge in
evaluating their program outcomes or impacts, we
find that a combination of nonprofit field and size
remains important.

— Arts, culture and humanities nonprofits are more
likely to face a major challenge in evaluating
their outcomes or impacts than human service
nonprofits (the comparison base).

— Nonprofits with revenues of $1 - $10 million are
more likely than the comparison group (revenues
of $25,000 - $99,999) to say evaluating out-
comes and impacts is a major challenge.

Other management tools. We turn finally to an organ-
izational practice that relates to managing nonprofits in
general. We examine whether Indiana nonprofits have
produced an annual report within the past year.

Tool: Annual report. Producing annual reports help non-
profits present themselves to their stakeholders and the
broader community. Almost three-quarters (73 percent)
of Indiana nonprofits did so within the past year, but this
varies by nonprofit field, size, funding profile, and age.*

e Nonprofit field: Health and religion nonprofits are
the most likely (87 and 83 percent respectively) to
have produced an annual report; arts, culture and
humanities (64 percent) are the least likely to have
done so. See Figure 160.

Figure 160: Percent having produced an annual report
within the past year by nonprofit field, Indiana
nonprofits (n=1,983)
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e Size: Although larger nonprofits are more likely to
have produced an annual report than smaller ones,
there are some deviations from the overall pattern

2 When controlling for all other variables, the percent of non-
profits that have produced an annual report in the past year
does not vary by funding profile or age, therefore we do not
analyze these relationships here.
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for medium and larger-sized nonprofits (revenues of
$500,000 - $9.9 million). See Figure 161.

Figure 161:Percent having produced an annual report
within the past year by total revenues, Indiana
nonprofits (n=1,639)
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= The largest nonprofits (revenues of $10 million
or more) are the most likely (95 percent) to have
produced an annual report in the past year; those
with less than $25,000 (65 percent) or no reve-
nues (23 percent) are the least likely. Producing
reports requires financial and human resources
and larger nonprofits are more likely to have
those available.

Combined analysis — recent annual report. When
considering all factors jointly so as to estimate
which features best predict whether Indiana nonprof-
its have produced a recent annual report, we find that
a combination of nonprofit field and size remains

important.

— Nonprofits in the health and the mutual benefit
fields are more likely to have recently produced
an annual report than human service nonprofits.

— Very small nonprofits (revenues of less than
$25,000) are less likely to have recently pro-
duced an annual report than the comparison base
(revenues of $25,000 - $99,999).

are also more likely to have a written governance
policy or by-laws, a written conflict of interest pol-
icy, and annual reports.

Funding profile matters. Nonprofits that rely
mainly on government or on a mix of sources are
consistently more likely than those with other fund-
ing profiles to face challenges in strategic planning
or program evaluation and to have produced an an-
nual report within the past year. Nonprofits that de-
pend on dues, fees or sales or on special events for
more than half of their revenues are consistently less
likely to have these challenges or organizational
components. We suspect these patterns reflect the
greater demands imposed by government funding.

Field matters: Somewhat. There are some differ-
ences among fields in whether evaluation of out-
comes or impact is a major challenge and in whether
the organization has produced an annual report.

Conclusions and Implications. We draw several con-
clusions and implications from these findings.

e Size matters. Larger nonprofits are more likely than
smaller ones to face challenges in strategic planning
and evaluating outcomes or impacts. However, they
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