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WHERE WE ARE 

 

 This our third week of class 

 We are "in" the last part of chapter 1 of our textbook. 

 We will move from chapter 1 to chapter 6 next. 

 

QUICK REVIEW 

 

There are thousands of governments in the United States, including the national government, the 

state governments, local governments, and special districts. 

 

The national government and the state governments are sovereign, meaning that they have 

supreme power or authority. Citizens of a state have dual citizenship to two supreme 

governments. This becomes complicated. 

 

Since the national government gained the Constitutional power to tax personal and corporate 

incomes in 1913, the national government has usually been in the driver's seat regarding the 

(re)distribution of money and has used categorical grants to the state and local government with 

"strings" attached regarding how the money is to be spend. 

 

In recent years the national government (including Congress) has become rather dysfunctional as 

related to its budgetary and other fiscal responsibilities. The national debt is increasing at an 

alarming rate.  

 

In my opinion, the situation is such that state and local governments are having to become less 

dependent on the national government for money; and the burdens of raising money and 

providing necessary services to citizens is shifting toward the states (and their local 

governments). 

 

This situation has been termed "fend for yourself federalism" in a book. 

https://en.wikipedia.org/wiki/Managing_Urban_America 

 

I don't want to be an alarmist, but I am concerned for our nation. The budgeting processes should 

be means by which reasonable women and men contemplate our resources and make logical plan 

and decisions about the future.  

 

THE NATURE AND ROLE OF NONPROFIT ORGANIZATIONS 

 

Nonprofit organizations are part of the PUBLIC SECTOR and are sometimes referred to as a 

third sector unto themselves. In any case, they have some attributes of government and some 

attributes of business/corporations. 

https://en.wikipedia.org/wiki/Managing_Urban_America


 

They are mission driven and often the mission is similar to a purposes of governments. 

 

There are tax benefits associated with a group forming a nonprofit organization for appropriate 

purposes. Creating a nonprofit organization requires filing papers with the IRS and often with a 

state government. Most nonprofit organizations are required to file a form 990 each year 

regarding their finances. If they don't follow the rules they will lose their organizational status 

and their tax benefits. 

 

There is a huge number of nonprofit organizations in the United States and they are MAJOR 

employers and service providers. (They are called Nongovernmental Organizations (NGOs) in 

other nations.) 

 

There are many types of nonprofit organizations. 501(c)3 is the most common. Many hospitals 

and universities are nonprofit organizations. The range in size and finances from very small to 

very large.  

 

They certainly can create profits; but they have no owners. The profits must be used to advance 

"mission." However, people who work for nonprofits can earn high salaries, including CEO's and 

other full-time employees. Programs cost money to run. Volunteers are not "free" in the sense 

that they must be recruited, trained, and can be a major financial liability if they make mistakes 

or do harm to clients and/or others. 

 

https://money.cnn.com/2013/10/10/news/nonprofit-ceo-pay/ 

 

We are talking about a lot of money; a major need for skills and competence; and substantial 

financial risks associated with running programs. We are talking about substantial opportunities 

for dishonesty and corruption. In my opinion, these organizations most vital asset is trust. They 

often work with donors and with vulnerable clients.  

 

They must be held accountable and have budgetary and financial processes that can be inspected 

and verified.  

 

The common major sources of revenues for nonprofit organizations are grants from foundations; 

contracts for service deliveries from governments; gifts from donors, volunteer serves provided, 

in-kind gifts; and interest earned on investments.  

 

Many nonprofits seek to break-even financially each year. But they can build up endowments 

and can even run for-profit businesses so long as the profits ultimately go for purposes related to 

the mission.   

 

I am still learning, but to me this is the major tie to the challenges being faced by state and local 

governments today.  

 

 Governments are constrained in how high they can raise tax rates to increase their 

revenues. 

https://money.cnn.com/2013/10/10/news/nonprofit-ceo-pay/


 

 Governments can contract with nonprofit organizations to provide services without hiring 

additional government employees and taking on insurance and pension obligations. 

 It is easier for government employees to oversee contracts than to actually have to 

manage the work itself. 

 Potential donors are often willing to give money volunteer to organizations to provide 

services the donor values rather than pay higher taxes to "government bureaucrats" they 

don't trust. 

 Potential volunteers are often willing provide their personal services to nonprofit 

organizations in order to get the experience they need to become employed. 

 

This is not all quick and easy, but if responsibilities are shifting from the national government to 

state and local governments and those responsibilities are beyond the CAPACITIES of state and 

local governments; it seems to me that state and local governments MUST BE OPEN to what is 

possible by working with and through nonprofit organizations that are mission driven.  

 

Let me suggest three "principles."  

 

1. ALL BUDGETING should begin with REALISTIC ESTIMATES OF REVENUES. It is nice 

to thing, "God will provide" but that the question becomes, how and through whom? There is 

some validity that a nonprofit organization that initiates a new program may find additional new 

donors who want to support the new program, the organization should identify as specifically as 

possible WHO will contribute and how those contributions will be identified and received.  

 

A government contracting with a nonprofit wants to know that is it dealing with professional 

people who understand budgeting and finance. Some members of the BOARD of a nonprofit 

organization should be successful business people who understand budgeting and finance. A 

budget is a plan; not a wish list.  

 

2. If a government contract is to be supplemented by donations and/or volunteer work; the PLAN 

for FUNDRAISING and for the recruitment, training and supervision should be thought-out and 

documented. It is not, "we will just keep on asking until we get what we need."  

 

3. RISKS (especially financial risks) must be identified and MATIGATED. "Oh, we are self-

insured" is not good enough. If a lawsuit takes a million dollars, does the organization have a 

mitigation fund with at least $1,000,000 in it? Probably not.  

 

CONCLUSION 

 

Nonprofits are important and can be part of a solution to what is happening in the United States 

today. Mission is mission; but business is business. This is not armature hour for well-meaning 

people who see a need but have no relevant expertise, include budgeting and financial 

management.  

 


