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Issues Surrounding Not-for-Profit Organizations
ByTom Chmielewski

[image: Every penny should support your vision.]
RELATED
· How to Understand a Nonprofit Financial Statement
· How to Evaluate the Financial Statements of Nonprofit Organizations
· What Are the Ethics in NonpProfit Organizations?
· Non-Profit Board Governance Objectives
· The Needs of a Nonprofit Organization
Not-for-profit organizations share some major issues with for-profit companies, such as management, budgeting, and staffing. Yet, they come at these issues from a unique perspective. After all, the term nonprofit is the antithesis of the goal of business. Nonprofits have different business goals, and have to tread carefully to know when to learn from business examples and when to follow their own paths.
Mission, Not Profits
The chief goal of a nonprofit is not to make money, but to serve a public mission. However, to serve that mission, it needs to make money. Balancing a mission and funding is what defines the not-for-profit organization and separates it from for-profit companies. A nonprofit spends much of its time and efforts attracting funds, often without even selling a product. A nonprofit can just ask people to hand funds over, and contributors willingly comply. On the other hand, a nonprofit has to convince contributors of the value of its mission and its ability to spend the contributor’s money wisely to meet that mission.
Administrative Costs
Too much of a positive revenue over expenses can subject a not-for-profit organization to criticism for not spending enough on its mission. Even more public scrutiny occurs if too many of a nonprofit’s expenses are taken up with administrative costs. The American Institute of Philanthropy suggests that a not-for-profit organization’s unrestricted net assets should total less than three years of its current budget, and that at least 60 percent of its total expenses should be spent on program services rather than on administration and fundraising. AIP finds that the most efficient charities dedicate 75 percent of their budgeting spending on program services. Those numbers vary widely by the type of activities in which a nonprofit is involved. GuideStar, an online database of nonprofits in the United States, notes that the median ratio for the percentage of budget spent on programming is 71 percent for art museums, but 94 percent for food banks. This disparity doesn’t mean food banks are more efficient. Art museums have higher administrative costs due to insurance, building maintenance, security and fundraising.
Ethics of Fundraising
Sales staff in a for-profit company often earn a commission for each sale. For nonprofits, commission-based fundraising is considered unethical. The Association of Fundraising Professionals prohibits its members from receiving commissions to dissuade individual and contract team fundraisers from using high-pressure tactics on potential donors for personal gain. AFP asserts that a commission on each donation undermines donor trust by placing self-gain over a nonprofit’s mission. Unfortunately, nonprofits are often in a struggle to find enough money to survive, and the drive to raise funds more effectively is constant.
Management and Leadership
Management of not-for-profit organizations can be a delicate dance of administrative skills to keep operations in budget and in accord with legal requirements, and leadership to persuade volunteers, donors and granting agencies to assist in meeting the group’s mission. Unfortunately, the online Free Management Library writes that many nonprofit managers have a non-management background. Management training is essential, but is not often affordable for a nonprofit’s limited budget.
Media and Public Relations
Most for-profit businesses have to deal with news media and public relations periodically. Not-for-profit organizations have to deal with media and public relations constantly to remain in the public consciousness in order to meet their mission of public service and attract donors. Nonprofits also have to contend with news reporters and watchdogs who scrutinize their activities and legal filings. The National Council of Nonprofits insists that not-for-profit organizations need to “cultivate a culture of accountability and transparency” to win the public's trust.
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