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Purpose

The purpose of this report is to ex-
amine the state of the nonprofit sector in
Mecklenburg County. Specifically, this
report examines the number and types of
nonprofit organizations in the county and
how those numbers have changed from
2009 to 2010. This report also investigates
how the gross receipts of these organiza-
tions have changed during this same time
period as a means of assessing the overall
financial health of the sector. This report
provides valuable information about how
the beginning of the recession has af-
fected Mecklenburg County nonprofit or-

ganizations.

Data and Methodology

The data used in this report are
from the Business Master File obtained
from the National Center for Charitable
Statistics. The Business Master File re-
ports basic organizational information
reported by nonprofit organizations to
the IRS. This information comes from
two sources: (1) information shared by the
nonprofit at the time of incorporation,
such as organization’s name and address,
and (2) information from the organiza-
tion’s most recent Form 9go, which in-
cludes some basic financial information
as reported to the IRS. We used data
from the April 2009 and April 2010 Busi-
ness Master File for Mecklenburg County

for this report.



Figure 1: Percentage of Nonprofit Organizations by
Type in Mecklenburg County in 2010
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e Arts, Culture & Humanities organizations
make up around 8-10% of all nonprofit or-
ganizations in Mecklenburg County, including

Queen City Theatre Company Inc. and NODA

School of Arts, and the number of Arts, Cul-
ture & Humanities organizations grew from
2009 to 2010 by 21%.

e There are very few Higher Education non-




profit organizations in Mecklenburg County
(e.g., Davidson College and Queens Univer-
sity in Charlotte). The number of nonprofit
Higher Education organizations decreased
minimally from 2009 to 2010.

e Education organizations make up about
15% of all nonprofit organizations in Meck-
lenburg County, including Teachers for
Change, Inc. and grew in number from 2009
to 2010.

¢ A small number of nonprofit organizations
were Environmental, including the American
Iris Society and the Wing Haven Foundation
Inc. Although the number of Environmental
organizations grew in number from 2009 to
2010, the overall percentage of Environmental
nonprofit organizations in Mecklenburg
County decreased during that time period.

e There is a small number of nonprofit
Health organizations in Mecklenburg County,
including the National Kidney Foundation
Inc. and Autism Services of Mecklenburg
County. Similar to Environmental organiza-
tions, although the number of Health organi-
zations increased from 2009 to 2010, the over-
all percentage of Mecklenburg County non-
profit Health organizations decreased.

e Human Services organizations make up
over 20% of nonprofit organizations in Meck-
lenburg County, including the Rainbow House

Inc. and Davidson Farmers Market Inc. Simi-
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lar to Environment and Health organizations,
the number of nonprofit organizations in-
creased from 2009 to 2010, but the percentage
of nonprofits that are considered Human Ser-
vices decreased.

e A very small percentage of nonprofit or-
ganizations in Mecklenburg County are Inter-
national, including Helping Hands Inc. and
Harvests of Hope International Inc. There
was very little change in the percentage of
nonprofits that are International between 2009
and 2010.

e In 2009, 21% of nonprofit organizations in
Mecklenburg County were Public and Socie-
tal Benefit organizations, including Toastmas-
ters International and Seeds of Hope Inc.; in
2010, the percentage of nonprofit organiza-
tions that were Public and Societal Benefit
organizations increased to 31%. Public and
Societal Benefit organizations include organi-
zations focused on civil rights or liberties,
community improvement, research or the pro-
motion of philanthropy.

e In 2009, 21% of nonprofit organizations in
Mecklenburg County were Religious organi-
zations, including Elevation Church and
Church at Charlotte. The percentage of Reli-
gious nonprofit organizations in Mecklenburg
County decreased from 2009 to 2010, such
that only 18% of nonprofit organizations in

Mecklenburg County were Religious



organizations. When interpreting these data,
however, keep in mind that religious organiza-
tions are not required to file with the IRS, so
these numbers only represent those organiza-
tions that choose to report to the IRS. The
actual universe of religious organizations is

larger than what it appears to be in these data.

e A very small number of nonprofit organi-
zations in Mecklenburg County were deemed
“Other,” including Light of the World and
Clayworks Inc. There was minimal change in
the percentage of nonprofit organizations from

2009 to 2010 that were deemed “Other.”

Table 1: Number of Nonprofit Organizations by Type in Mecklenburg County

April April

Percentage

Example Organizations

2009 2010

Change

Arts, Culture, & 240 290 +20.8% Queen City Theatre Company
Humanities Inc.
NODA School of Arts
Higher Education 18 15 -16.7% Davidson College
Queens University of Charlotte
Education 483 770 +59.4% Davidson Middle School
Teachers for Change Inc.
Environment 46 69 +50% American Iris Society
Wing Haven Foundation Inc.
Health 222 299 +34.7% National Kidney Foundation Inc.
Autism Services of Mecklen-
burg County
Human Services 730 893 +22.3% Rainbow House Inc.
Davidson Farmers Market Inc.
International 45 72 +60% Helping Hands Inc.
Harvests of Hope International
Inc.
Public and Societal 663 1472 +122% Toastmasters International
Benefit Seeds of Hope Inc.
Religion 672 835 +24.3% Elevation Church
Church at Charlotte
Other 36 58 +61.1% Light of the World
Clayworks Inc.
Total 3155 4773 +51.3%

Note: Hospitals and Health organizations were combined due to the small sample of hospitals (1 in 2009 and 6 in 2010). Similarly, organizations classified as “Other”
also include Mutual Benefit organizations due to the small sample of Mutual Benefit organizations (3 in 2009 and 9 in 2010).




Key Findings

e Opverall, the number of nonprofit organiza-
tions in Mecklenburg County grew from 3155
organizations in 2009 to 4773 organizations in
2010, an increase of 51%.

e The greatest amount of growth is evi-
denced in Public and Societal Benefit organi-
zations (e.g., Toastmasters International,
Seeds of Hope Inc.), which saw an increase of
809 organizations, or 122%.

e Similarly, there was a substantial increase
in the number of education organizations from
2009 to 2010, in that 283 additional organiza-
tions filed in 2010 compared to 2009, or an

increase of 59%.

e Some organizational categories saw a sub-
stantial increase in percentage change; how-
ever, few of these categories grew by a large
number of organizations. For example, envi-
ronmental organizations increased by 50%
from 2009 to 2010, but this increase only
represents an additional 23 organizations.

e Only higher education organizations saw a
small decrease from 2009 to 2010, although
the decrease consisted of only 3 support-type

organizations.

Overall Status of Mecklenburg County Nonprofit

Sector

Mecklenburg County appears at first
to have a healthy and growing nonprofit sec-
tor, as evidenced by the increase in nonprofit
organizations filing between 2009 and 2010.
This may seem counterintuitive considering
the devastating effect that the economic reces-
sion has had on nonprofit organizations across
the country; however, a substantial portion of
this sudden growth can be explained by a

change in IRS reporting requirements for non-

profit organizations [see the methodology sec-
tion of this report for greater detail]. Changes
in reporting standards have caused an increase
in nonprofit organizations filing with the IRS,
particularly from 2009 to 2010. The growth
in nonprofit organizations in Mecklenburg
County from 2009 to 2010 should therefore be
interpreted in light of these changes in IRS

reporting rules.



Of those organizations that did not file
in 2009 but did file in 2010, 49% are classi-
fied as public and societal benefit organiza-
tions. Following public and societal benefit
organizations, educational organizations
(16%), human service organizations (12%),
and religious organizations (9%) made up the
large majority of “new filers in 2010.” In
other words, the majority of organizations
who filed in 2010 but not 2009 are in fact sup-
port organizations whose primary role is to

provide services and resources to others.

The average “new filer in 2010 re-
ported gross receipts of $673,912; however,
only 73% of these new filers reported gross
receipts greater than $0, with 86 of these or-
ganizations reporting between $0 and
$25,000, and only one organization reporting
negative gross receipts. Those organizations
that did not file in 2009 but did file in 2010
could have simply failed to file in 2009, in
which case they are not technically “new or-
ganizations.” Since new organizations likely
have small operating budgets and conse-
quently will report a low amount of gross re-
ceipts, it is appropriate to examine that group
of 86 organizations who reported gross re-
ceipts between $0 and $25,000 under the as-
sumption that those organizations are “new

organizations.”
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The average reported gross receipts for
these 86 organizations is $11,536. The most
represented type of organization were public
and societal benefit organizations (44%), fol-
lowed by human services organizations (16%)
and education organizations (15%). Addition-
ally, the quite low number of “new organiza-
tions” is another indication of the adverse ef-
fect that the economic conditions have had on
Mecklenburg County and local nonprofit or-

ganizations.

We now turn back to the overall count
of organizations and the changes that occurred
between 2009 and 2010. It appears that or-
ganizations dedicated to public and societal
benefit have grown the greatest amount, more
than doubling the number of organizations in
this category from 2009 to 2010. Addition-
ally, education organizations increased nearly
60% from 2009 to 2010. Other categories of
nonprofit organizations that grew substantially
by percentage may be misleading because al-
though the growth by percentage from 2009 to
2010 was high, the growth was actually small
in number (e.g., environment and international

organizations).

Additionally, only higher education
organizations decreased in number from 2009

to 2010, although this decrease was very small



(only 3 organizations). One might expect that
this change is characterized by 3 of the 18 fil-
ing organizations in 2009 not filing in 2010.
A closer look at those organizations in both
2009 and 2010, however, reveals a surprising
finding; many organizations filed in one year
and not the other. Specifically, a group of
seven organizations filed in 2009 and not in
2010, one organization filed twice in 2009 and
not in 2010, and four organizations filed in
2010, but not 2009. Thus, the decrease of 3
organizations does not reflect the true differ-
ence between Higher Education organizations
in Mecklenburg County that filed in 2009 and
2010. Further exploration into this distinct

category is needed.

Mecklenburg County leadership has
called for a greater focus on encouraging non-
profit organization collaboration to reduce re-
dundancies in service, increase organizational
and personal networking among organiza-
tional staff and volunteers as well as consum-
ers, and decrease costs for those nonprofit or-
ganizations that may be duplicating services
provided by others. In order to truly examine
whether or not nonprofit organizations are in
fact duplicating services, one must undertake
a more in-depth exploration to determine not
just demographic information about nonprofit

organizations, but also the organizations’ mis-
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sion, vision, consumer-base, funding source,
and volunteer base, among other factors that
likely tell us about duplication of services in

Mecklenburg County.

Although there are nearly 4,800 non-
profit organizations that filed with the IRS in
March, 2010, this does not necessarily mean
that services are being duplicated. For exam-
ple, public and societal benefit organizations
make up a great percentage of all nonprofits in
Charlotte (1472 organizations, or 31% of all
nonprofit organizations in Mecklenburg
County that filed in 2010). Some might ar-
gue, based solely on the substantial number of
organizations that are classified similarly, that
it is likely that these organizations fulfill simi-
lar missions and provide similar services in
doing so. This, however, is not necessarily
the case. In fact, a more specific examination
of these organizations reveals that the major-
ity are classified as either trusts or founda-
tions. Although these organizations do serve
similar purposes, their service is to provide
resources or other kinds of support to other
nonprofit organizations, a service that many

would likely desire to be duplicated.
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Key Findings

e Just over 56% of nonprofits organizations
in Mecklenburg County either do not annually
file a Form 990 with the IRS or report no
gross receipts on their 990 Form in 2009. In
2010, the number of organizations that either
did not annually file a Form 990 with the IRS
or reported no gross receipts on their 990
Form decreased to 44.23%.

e The only category of nonprofit organiza-
tion that did not increase in the number of or-
ganizations that either filed a Form 990 with
the IRS from 2009 to 2010 was higher educa-
tion organizations; this decrease, however,
reflects a decrease of only one organization,
and the higher education category was the
only category to experience a decrease in the
number of nonprofit organizations that filed
from 2009 to 2010.

e International organizations and organiza-
tions classified as “Other” report the smallest
average gross receipts overall in both 2009

and 2010.

e Higher education organizations report the
highest average gross receipts in both 2009
and 2010 by a significant amount.

e The average gross receipts for nonprofits
in all categories decreased from 2009 to 2010.
This is likely a reflection both of economic
circumstances and changes in IRS reporting
rules [see Methodological Notes].

e Interestingly, although the number of non-
profit organizations that filed in 2010 when
compared to 2009 almost doubled, the total
reported gross receipts actually decreased
from 2009 to 2010.

e Public and societal benefit organizations
reported the largest decrease in average gross
receipts from 2009 to 2010.

Overall, nonprofit organizations in Mecklen-
burg County saw a 52.72% decrease in aver-

age gross receipts from 2009 to 2010.

Financial Health of Mecklenburg County Nonprofits

According to Table 2, nonprofit or-
ganizations in Mecklenburg have experienced
adverse outcomes during the economic down-

turn. Remarkably, despite an additional 1,292
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organizations reporting gross receipts in 2010,
there was a decrease in total gross receipts
reported across all nonprofit organizations of
$579,840,364. In other words, more organiza-



tions are reporting gross receipts, but even the
addition of these organizations cannot supple-
ment the loss in gross receipts for all nonprofit
organizations in Mecklenburg County. Table
2 makes it very clear that although there is a
strong presence of nonprofit organizations in
Mecklenburg County based on the number of
filing organizations alone, these organizations
are experiencing the negative impact of the

economic downturn.

Organizations categorized as “Other”
saw the greatest increase in average gross re-
ceipts reported (an increase of 130% in aver-
age reported gross receipts). Public and socie-
tal benefit organizations saw a decrease of just
over 70% in average reported gross receipts,
whereas international organizations saw an
increase of over 91% in average reported
gross receipts. Environmental organizations,
human service organizations, and arts, culture,
and humanities organizations saw less change
in average reported gross receipts, all totaling
less than 10% change in either direction.

More interestingly, if we look at the
reported gross receipts of only those organiza-
tions that filed with the IRS in both 2009 and
2010, we see an interesting trend. Specifi-
cally, 2,686 organizations filed with the IRS
in both 2009 and 2010, and the average or-
ganization that filed in both 2009 and 2010
saw a decrease of $369,510 in reported gross
receipts. This value, however, includes those
organizations that filed in both years but also

reported gross receipts of $0 in one or both of
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these years. Of those 2,686 organizations,
1,532 reported gross receipts of $0 in at least
one of the two years. Of the remaining 1,154
that reported a non-zero gross receipts in both
2009 and 2010, we find that the average or-
ganization reported a decrease of $992,150 in
gross receipts. This statistic may paint a more
realistic picture of the current economic con-
dition’s effect on nonprofit organizations in
Mecklenburg County by highlighting the dras-
tic conditions under which nonprofit organiza-

tions are operating.

Similar to the discussion of Table 1, it
is important to examine the types of organiza-
tions that are deemed “Public and Societal
Benefit” because a great deal of these organi-
zations are foundations or trusts, and the gross
receipts reported by these organizations may
be reported more than once if these organiza-
tions give grants to other nonprofit organiza-
tions which then report these grants as gross
receipts. For example, a large, regional Foun-
dation in 2010 reported gross receipts of
$1,571,564,213, and likely gave a portion of
that amount to other organizations. In doing
so, the money that is given to those organiza-
tions is likely reported to the IRS, and is
therefore counted twice (by the Foundation as
well as the organization that received part of
the endowment). Thus, these numbers should
be interpreted with caution until one can ex-
plore in greater depth how organizations gen-

erate and allocate resources.



Methodological Notes

NTEE Codes

For this analysis, we categorized or-
ganizations based on the classification given to
the organization by the National Taxonomy of
Exempt Entities (NTEE). [For a complete list
of the NTEE organization codes, go to http://
nces.urban.org/classification/NTEE.cfm] For
ease of analysis, we used the NTEE12 classifi-
cation, which classifies the organizations based
on the organization’s mission and purpose.
Specifically, the following codes were used
(remember, however, that for our analyses, we
combined Health & Hospitals as well as Mu-
tual Benefit and Other):

Changes in Filing Requirements

Up until 2007, only charitable organi-
zations with more than $25,000 in revenue
were required to file an annual Form 990 with
the IRS. Those organizations with annual
revenues less than $25,000 were not required
to file annually. In 2007, the IRS changed
these requirements so that nonprofit organiza-
tions with revenues less than $25,000 would be
required to file a Form 990, or at least a Form

990 postcard, by 2010 or they would lose their
exempt organization status. Thus from 2008-
2010, we have seen a increase nationwide in
organizations filing a Form 990. Churches
and organizations that file with a group are not
required to file a Form 990 with the IRS.

Therefore in this report, we make the
distinction between filers—those that annually
file a Form 990—and non-filers—those that
for whatever reason have not filed or were pre-
viously exempt from filing. For non-filers, we
do not have any up-to-date financial informa-
tion for the obvious reason that they have not
provided that information to the IRS; these or-
ganizations are thus excluded from the analysis
in Table 2.

NTEEI2 Organization Type NTEEI2 Organization Type
Code Code
AR Arts, Culture, & Humanities HU Human Services
BH Higher Education IN International
ED Education MU Mutual Benefit
EH Hospitals PU Public & Societal Benefit
EN Environment RE Religion
HE Health UN Other

12
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