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Abstract 

This study is a preliminary analysis to begin to acquire an understanding of the different factors involved in determining whether a community development nonprofit organization is going to exist within a certain population.  With the use of data from the 2000 U.S. Census and the National Center for Charitable Statistics (NCCS), models are developed to uncover which variables have the greatest impact on determining the presence of nonprofit community development organizations.  According to these models, I found that poor, well educated communities are more likely to have community development organizations.  In addition, the expenditures of these organizations will decrease as population increases or when the poverty rate increases.   Expenditures of community development organizations increase if the welfare rate increases.  
Introduction
It is well known that the number of charitable organizations in the United States has greatly increased since World War II (Hall 1994).  What makes this expansion interesting is how the government uses this sector as a tool for governance, especially as an alternative service delivery mechanism (Salamon 1997; 2002).  What has not been studied is what variables determine the type or number of nonprofit organizations in a specific area.   In other words, the question that needs to be asked is whether these organizations are going where the need is or where the resources are.  This is relevant because as a tool of government, they receive financial resources in the form of grants from both federal and state governments, as well as having a tax exempt status.  Although there is much literature about nonprofit organizations in the aggregate, few have studied them at the state level, and even fewer have focused only on community improvement organizations.  

While there are numerous typologies of the nonprofit sector, and the study of many of these would shed light on the question where nonprofits are, this paper empirically tests this criticism by looking at the relationship between the number of “community improvement” nonprofit organizations and certain socio-demographic characteristics in each census tract in Illinois.  These organizations are defined as:
Organizations that focus broadly on strengthening, unifying and building the economic, cultural, educational and social services of an urban community or neighborhood. (NCCS 2007)

 The data used to identify the location of each organization was obtained from the 2000 U.S. Census and the National Center for Charitable Statistics (NCCS).  By performing a logistical regression analysis of these relationships in census tracts throughout Illinois, the study tests one aspect of the implicit hypothesis presented above: that the nonprofit sector is not adequately distributed to serve as a substitute for government in the provision of community development.  
Literature Review

From 1987 to 1997, the number of public charities more than doubled the growth rate of the business sector (Independent Sector 2001).  This growth was caused by government decentralization: since government would no longer provide certain services, nonprofit organizations were contracted with to provide the services instead.  The most recent statistics about the ‘third sector’ indicates that there are roughly 1.5 million nonprofit organizations in the United States, of which approximately one million are 501(c)(3) organizations (Cohen 2001).  Furthermore, the sector as a whole has an estimated total annual revenue of $665 billion and assets totaling over $3.2 trillion (Independent Sector 2001).  

The introduction of New Public Management (NPM) in American government has led to the devolution of many former governmental services to the third sector. It is a tenet of NPM that the devolution of certain governmental services is an effective and efficient way for these services to be provided to the public, since it is assumed that decisions are best made by people and governmental units that are closest to the problem, and so allow those services to be formatted in a way that best suits those that need them (Osborne and Gaebler 1992; De Vita 1999; Ter-Minassian 1997).  This privatization has an effect on many service aspects: flexibility, quality of services, efficiency, dependence/independence, and accountability.   

As with any governmental reform, there are critics of devolution as well. Literature analyzing the benefits of devolution and the opportunities for increased efficiency has been very limited (Warner 2001; Hall & Reed 1998).  As for the argument that organizations will form where there is need, the opposite side is that nonprofit organizations will not survive in areas that lack the resources needed to provide the services, even if there is great social need (Steuerle and Hodgkinson 1999).   Still another criticism is that the devolution of services,
with its emphasis on addressing local differences, raises questions about equity and fairness within a national context.  It poses a tension between equity, equality, and uniformity, on the one hand, and diversity and experimentation on the other.  (De Vita 1999: 214) 
In addition, there is also a criticism of devolution that the nonprofit sector is too small and patchy to act as an alternative for government provision of services (Hall and Reed 1998:4-10).   O’Connell (1996) similarly points out that the nonprofit sector lacks the capacity of government.
With the increasing devolution of services to the third sector, non-governmental organizations must provide increased services to people who previously went to government agencies for them.  This suggests an interesting relationship between the public and nonprofit sectors, as one is seen as a sort of automatic substitute of the other, also known as the supplementary role (Young 1999). However there are reasons to think that this relationship may not be as simple as it seems, as the nonprofit sector may not only lack the capacity to take on the amount of services ‘shed’ by government, but related to this, the sector may not have the resources to provide services in areas where people are in need.  
The nonprofit literature notes that certain environmental variables inherently increase the demand for nonprofit services.  The two most influential variables for creating more of a need for services are population and a lack of financial resources in the population (Gronbjerg and Paarlberg, 2001; Twombly, 2003).   Indeed, nonprofit organizations contribute in numerous ways to “improving the living environments and economic opportunities in some of the most distressed communities of our nation” (Vidal 2002: 219).  While these variables may create a greater need for services, they may not determine whether the need is being met.   
There have been studies looking for determinants of nonprofit sector growth.  While the growth of the sector is not explicitly related to this study, it does introduce another variable for consideration.  What these studies found was that available resources played a large role in the growth of the sector.  Saxton and Benson (2005) clearly present the findings:
Wolch and Geiger (1983)… found that higher-income community members will increase donations to organizations supporting the more disadvantaged segments of their community, while others have found evidence of growth in the nonprofit sector in more affluent communities due to the rise of “amenity services” (e.g., education and arts organizations) (Bielefeld 2000) geared toward “middle and upper-income patrons” (Wolch and Geiger 1983; Wolpert 1993).
While all these studies add valuable insight into the effect of devolution on the sector as a whole, more information is required to determine if services are available in areas that lack specific resources.  

One service of particular interest is community improvement.  While these organizations are more nebulous than their closely related housing development organizations, community improvement organizations’ “relative position in the community is clearly more dominant” (Vidal 2002: 223).  Organizations that fall under this umbrella range from community organization groups and neighborhood associations to community development financial institutions and workforce development organizations.  While many of them are small neighborhood organizations and therefore are not required to file the federal income tax Form 990 (Reid 1999: 301-302),  those that do file Form 990 should be studied further in order to gain a better understanding of some of the socioeconomic determinates of having this type of nonprofit.  By knowing this information, one can better determine if these organizations, at least the organizations that gross over $25,000 annually
, are in areas where they are needed.  Luckily, there is a literature defining how to determine these areas. 

One way to view neighborhoods is by measuring common “community” variables: rates of poverty, public assistance, unemployment, college graduates, white-collar workers, female headed families, owner occupancy, residence in the same house for at least five years, and residents under 17 and over 75 (Morenoff and Tienda 1997: 64).  While many of these variable measure similar aspects, combined they provide a measure of community.  Communities can be further divided into rural – urban categories by measuring their size, composition, density and frequency of social ties (White and Guest 2003).  
 

While Guest and White (2003) where concerned with “community lost” and “community transformed,” this study broadens the search of how to categorize if a community is lost or transformed by looking for the determinants of nonprofit organizations whose mission is to transform or enhance communities.  This study demonstrates the importance of looking at the nonprofit sector, not in the aggregate, but as categories.
  In doing this, one will be able to have a clearer picture as to whether communities that need transformation or enhancement are receiving it from nonprofit organizations.
Methodology


To identify the determinants of community development nonprofit organizations, information was gathered by census tract on the number of these organizations in Illinois.  This level of analysis was chosen because by measuring the determinants of nonprofit organizations in each census tract is a richer, more sensitive analysis could be done than by measuring the number of nonprofit organizations at the county level.  It also helps to control for municipal differences within and between counties.  These data are used to test the following hypothesis:
H1: There is a positive relationship between a “community” and the presence of a community improvement nonprofit organization.

In order to discern the directionality of the relationship between community measures  and community improvement  nonprofit organizations, data on the 351 community improvement nonprofit organizations in Illinois was obtained from the 2000 U.S. Census and the National Center for Charitable Statistics (NCCS).  For the purpose of this study, the number of registered community improvement nonprofit organizations
 in each census tract in Illinois was used; the whole population was used, not a sample.  


Whether a community improvement nonprofit is located in a census tract (the dependent variable), will be logistically regressed on the following census tract data:  total population (in thousands), the welfare rate, percent of the population with a college education, the percent living below the poverty line,
 and median household income (in thousands).  These variables are different measures of the level of community.  

Once the determinants of community improvement organizations are identified, a linear regression analysis of the amount of money these organizations spend per household (in thousands) is performed to link the organizations’ expenditures to the same variables used to measure community.  This will be done to test the second hypothesis:

H2: There is a positive relationship between a “community” and the amount of expenditures (in thousands) of community improvement nonprofit organization.
By doing this, a sense both of the different socio-economic aspects that are associated with whether a community improvement nonprofit organizations will exist in a community, and of which community attributes tend to elicit more spending from these organizations.
Findings


The findings for determinants of community improvement organizations found that all the tested variables were significant.  However the model only explains 7.8% of variation in the dependent variable (Table 1).  Population has the most impact on determining whether a community improvement organization will be in the census tract.  While there are community improvement nonprofit organizations throughout Illinois, the bulk of them lie in the Greater Chicagoland area (Figure 1).
	
	TABLE 1: Community Development NPO Determinates

	
	   S.E
	     Wald
	  Sign.
	Exp(B)

	Independent Variable
	
	
	
	

	Constant
	.262
	140.144
	.000
	.045

	
	
	
	
	

	Population in Thousands 
	.023
	35.781
	.000
	1.151

	
	
	
	
	

	Welfare Rate
	.006
	3.218
	.073
	1.011

	
	
	
	
	

	Percent College Educated
	.005
	64.733
	.000
	1.041

	
	
	
	
	

	Percent Poverty Rate
	.006
	14.796
	.001
	.985

	
	
	
	
	

	Median Household Income
	.004
	10.733


	.001


	.985



	N = 351
	
	
	
	
	

	Nagelkerke R2 = .078
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


All other things being equal, for each 1000 increase in census tract population, the tract is 1.151 times more likely to have a community improvement nonprofit organization.  However, while a look at Figure 1, below, which presents a map of the location of community improvement nonprofit organizations relative to the population of the census tracts, may seem to indicate that these organizations tend to be in tracts with a smaller population, census tracts within the city of Chicago are smaller in area than those located in other parts of the state.  In addition, directionality cannot be determined from this data.  In other words, do large populations cause the development of community improvement organizations, or does the presence of these organizations attract a larger population.
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One variable of interest is the negative relationship between the median household income in relation to whether or not there would be a nonprofit organization in the census tract.  This tends to suggest that poorer communities tend to attract community improvement organizations.  This is also illustrated in Figure 2.
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The education of those who live in a census tract also has a positive impact on whether there will be a community improvement nonprofit organization in it (Figure 3).  
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All other things being equal, census tracts with higher levels of people with a college degree are slightly more likely (1.041 times) to have a community improvement nonprofit organization in the community.   Again, causality cannot be determined, in terms of whether people with a college education are attracted to communities with these organizations, or whether these organizations are more likely to develop in areas with a high number of college educated people.  Everything else being equal, the model suggests that poverty tends to increase the demand for community improvement organizations within a census tract, while education acts to facilitate their supply. 


While there is a positive relationship between community development organizations and population, income and education, just having a nonprofit organization in the community tells us very little.  What is more important is the expenditures of these organizations.  A regression analysis was done to determine the impact on expenditures of the same community variables used to determine the likelihood of a community development organization in census tracts.  While the model only explains 8.8% or the variation of the expenditures of these nonprofit organizations, the results are still of interest (Table 2).  To use this data as an explanatory model to determine the expenditures of a community development nonprofit organization, the follow equation is used: 

CD NPO expenditure per household = 8177.22+ -1178.18 (population in thous) + 819.37 (welfare rate) + -598.36 (% poverty) 

Of the variables used to measure community, only three were demonstrated to be significant: population of the census tract, the welfare rate, and the poverty rate. 

	TABLE 2: Community Development NPO Expenditure Determinates 

	
	
	
	
	

	
	B
	t score
	Sign.

	Independent Variable
	
	

	Constant
	8177.22
	2.86
	.004

	
	 
	
	

	Population (Thousands)
	-1178.18
	-2.77
	.005

	
	 
	
	

	Welfare Rate
	819.37
	5.53
	.000

	
	
	
	

	Poverty Rate (Percent)
	-598.36
	-4.72
	.000

	
	
	
	

	
	
	
	

	
	
	
	

	Adjusted R2 = 0.092
	
	
	

	N = 350 
	
	
	
	


This model suggests that for every percent increase in the welfare rate, the expenditures of community improvement nonprofit organizations will increase by $819.37per household.  For every increase in census tract population of 1000 people, the expenditure of these organizations will decrease by $1178.18per household.  Finally, for every percent increase in the poverty rate, there will be a decrease of expenditures of $598.36 per household by these organizations.  

These finding suggest that the first hypothesis, that community improvement nonprofit organizations increase as the sense of community increases was correct.  However, the measurements used to measure for community could be stronger in future studies.  As for the second hypothesis, that a positive relationship exists between community and expenditures of these organizations, the results are less clear. If we focus solely on the welfare rate, then this holds true.  In addition, depending on how we want to define community, the population expenditure relationship is viable.  If we think of a community as a small, tightly-knit group, then one would expect as the population increases, the sense of community decrease, and therefore the expenditures of community improvement organizations decrease as well.  However, education was not significant, and expenditures decreased with poverty.  
Conclusion

This study is a preliminary analysis to begin to acquire an understanding of the different factors involved in determining whether a community development nonprofit organization is going to exist within a certain population.  According to these models, poor, well educated communities are more likely to have this type of organization.  In addition, the expenditures of these organizations will decrease as population increases or when the poverty rate increases and expenditures will increase if the welfare rate increases.  

This study will be useful to both the scholarly audience and nonprofit practitioners.  Scholars can use this study as a starting point to perform a similar analysis of this relationship between different categories of nonprofit organizations.  Likewise practitioners and policy analysts can use this information to shape more informed policy in regard to government’s reliance on market mechanisms to provide services in a sector that is more complex than simple supply and demand.
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� Organizations that gross over $25,000 annually are required to file the From 990.


� The NTEE-CC classification system divides the universe of nonprofit organizations into 26 major groups under 10 broad categories as follows: Arts, Culture, and Humanities; Education; Environment and Animals; Health; Human Services; International, Foreign Affairs; Public, Societal Benefit; Religion Related; Mutual/Membership Benefit; and, Unknown, Unclassified.  


� Choosing the number of registered human service nonprofit organizations versus human service nonprofit organizations that file the tax form 990 provides a more robust picture of organizations that are providing service.  If only those that file the form 990 are included, then all organizations that have either 1) not filled the form 990 (there is a lot of leeway for NPOs and getting the tax forms in for processing), or 2) have budgets less that $25,000 annually would not be picked up in this study.


� Factor analysis found that the percent of people living below the poverty line was highly correlated with the percent of people who were unemployed.  Due to this, the poverty variable was used instead of unemployment in both the logistic regression and the linear regression due to its permanence.  
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