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Greater New Haven Chamber of Commerce

The Value of Non-profits to the Regional Economy

About the Non-profit Study

The New Haven region is home to many non-profit organizations and agencies. Their services to the
public across a wide spectrum of subjects are well-known but the value of these organizations as
employers and producers of economic activity are less familiar. Because non-profit agencies provide
jobs, make purchases, and hire service and professional firms, they have an impact beyond their core
missions of providing services for their clients and target populations.

To learn more about this powerful aspect of non-profit organizations, the Greater New Haven Chamber
of Commerce researched the economic strength of the non-profit industry in South Central Connecticut.
The goal of this project is to illustrate the significant contribution of the non-profit sector to the regional
economy from reliable data, without the expense and duration of a full economic impact study. This
analysis provides a framework for policymakers, employers, and area residents to understand the role
that non-profit organizations play in the Greater New Haven economy.

About the Data

The Chamber compiled a Master List of active non-profit organizations registered in the Greater New
Haven region. The Master List is the statistical basis for this study. The region consists of the 15
municipalities in the Chamber’s service region: Bethany, Branford, Cheshire, East Haven, Guilford,
Hamden, Madison, Milford, New Haven, North Branford, North Haven, Orange, Wallingford, West Haven
and Woodbridge.

The Master List contains 1,819 separate non-profit organizations in the region. As indicated in Table 1,
the organizations are spread across Greater New Haven but heavily concentrated in the City of New
Haven, with 576 organizations within the city boundaries.© Hamden had the next highest number of
organizations, with 206, and Bethany had the smallest number, with 25 registered non-profit groups.

The Master List does not include local branches of national non-profits (e.g., American Red Cross; Boy
Scouts of America, etc.) and it does not include churches and other faith-based organizations. If
national non-profits and houses of worship were included, there would be almost 1,300 non-profit
organizations in New Haven alone, roughly one for each 100 City residents.? Although national non-
profits are an important element of the economy, they do not keep or file financial records separately
for each locality in which they operate. As aresult, their local impact is difficult to determine from
public reports such as tax returns. This study uses data for local organizations only.

! See “Analysis Sheet” of the Grand List for original.
> Source: Community Foundation for Greater New Haven.


file://gnhccfp/public/Interns/Bobby/Non-Profit%20Council/2007%20Grand%20List%20of%20Non-Profits.xlsx
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Organizations included in this project have a listing from 2007 or later in the database of the National
Center for Charitable Statistics.> These organizations were tabulated by the ZIP Codes where they are
located, including organizations which are registered to post office-only ZIP Codes. (Prominent local
organizations registered to post office ZIP Codes include Yale University, Yale-New Haven Hospital, and
affiliated organizations.) See Appendix | for the list of ZIP Codes in the region.

Table 1: Non-profit Organizations in each regional City or Town (most to least)

City or Town 2007. Number 01'c No.n-Profit # of Organiza'tions per
Population Organizations 1,000 Residents
New Haven 130,623 576 4.4
Hamden 59,820 206 34
Wallingford 45,779 176 3.8
Cheshire 29,467 107 3.6
Milford 53,874 107 2.0
Branford 29,864 103 3.4
North Haven 23,990 98 4.1
Guilford 22,327 96 4.3
West Haven 54,765 68 1.2
Madison 18,638 67 3.6
Woodbridge 9,265 66 7.1
Orange 13,645 58 4.3
East Haven 29,418 35 1.2
North Branford 14,248 31 2.2
Bethany 5,377 25 4.6
Total 541,100 1,819 34

® As of the study research date of August 2009.



November 2009

As a way to measure the visibility or density of the non-profit sector within each city or town, we
compared the number of non-profits to the 2007 town populations. Woodbridge, the second-smallest
community, had the highest density of non-profits with 7.1 agencies per 1,000 residents. East Haven
and West Haven had the lowest density with 1.2 non-profit agencies per 1,000 residents. While the
non-profit “density” figures may be useful, they also may be misleading because they only count the
number of non-profit organizations and not their size by either assets or revenue.

Description of data sources: IRS Registration and Form 990

The figures in this report are taken from records filed by the non-profit organizations with the U.S.
Internal Revenue Service. The first record is registration. By Federal statute, tax-exempt bodies that
have gross receipts greater than $5,000 in any year are required to register with the IRS as a non-profit
organization. “Gross receipts” is a broader measure of activity than revenue or “profit.”

“Gross receipts” is defined as total revenue plus the value of certain other items, as follows:

a) rental expenses,

b) cost of goods sold from inventory,

c) cost (or other basis) for asset sales other than inventory, and

d) expenses of special events and activities, other than fundraising expenses.

The second IRS record used in this study is the annual Form 990. Not all organizations file a Form 990.
Organizations which are registered under Sections 501(c), 527, or 4947(a)(1) of the Internal Revenue
Code and normally have gross receipts more than $25,000 are required to file Form 990 or Form 990-EZ.
Private foundations must file Form 990-PF annually. Through the National Center for Charitable
Statistics, each Form 990 is available online for review and study.

Form 990 is a relatively good source for gauging the effect on the local economy for two reasons:
e itisreadily available, unlike a survey which often produces limited responses; and

e itincludes standard categories of spending, the most important measure of economic
impact.

However, this methodology does not include several topics that would be addressed in a full economic
impact study. Forinstance, IRS forms do not list the number of employees at each agency, only the
aggregate salary cost in dollars. Another example of economic activity that Form 990 does not capture
is visitor and tourist spending at local businesses as a consequence of non-profit-sponsored events. As
an illustration, this means that alumni spending at local hotels and restaurants during alumni weekends
at area colleges and universities cannot be measured by this approach.

In addition, to maintain the credibility of using actual Form 990 data, no indirect or “multiplier” effects
were used in this analysis. Figures in this report showing annual revenue and expenses for all 1,819
non-profit organizations on the Master List are estimates of direct “out-of-pocket” costs. Standard
statistical tools were used, where appropriate, to give confidence in the results.
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Special Case: Regional Non-Profits with Assets over $250 million

Of the 1,819 non-profit organizations in the New Haven region, 20 reported assets of more than $250
million.* A quick glance at the other 1,799 organizations in the region shows that the largest 20 non-
profits comprise most of the region’s non-profit heft, in employment and revenue as well as assets.
This corresponds to perceptions that universities and hospitals dominate the non-profit sector. These
20 organizations are major regional employers, with a combined payroll of $2.4 billion for 2007.

Six of the 20 large local non-profits are educational institutions: Area Cooperative Educational Services,
Choate Rosemary Hall Foundation, Inc., Quinnipiac University, Sheffield Scientific School Board of
Trustees, University of New Haven, and Yale University. Another six of the 20 large local non-profits are
health care providers: Community Health Network of CT, Inc., Gaylord Hospital, Inc. Hospital of St.
Raphael, Milford Hospital Inc., Yale-New Haven Health Services Corp., and Yale-New Haven Hospital.
The remainder are philanthropic foundations and independently incorporated Employee Benefit Funds
or trusts. The list of 20 large organizations is included in Appendix II.

For the purposes of this study, the 20 largest organizations were considered separately in order to avoid
false conclusions that would arise if they were averaged with the rest. Their assets consist of items such
as land, buildings, and financial investments and total almost $50 billion. This represents about 90% of
the assets of all regional non-profits.

Annual revenue (2007) of the 20 large non-profit organizations was $8.5 billion, equal to 87% of the
revenue of the entire regional non-profit sector.” Based on information listed in the Form 990 filed by
these 20 organizations in 2007, several noteworthy spending categories can be identified, as follows:

e $329.6 million on professional fees,
e $80.7 million on printing and publications, and
e $456.8 million on facility maintenance, utility expenses and other occupancy costs.

Although the Form 990 does not identify where these funds were spent, it is reasonable to assume that
some portion went into the regional Greater New Haven economy.

Regional Nonprofits with Assets under $250 million

The Chamber took a random sample of 199 of the 1,799 organizations with assets under $250 million to
identify their financial and employment characteristics.® Mean data from this sample was then
extrapolated to the population of 1,799 organizations. The resulting figures are estimates, to which
statistical measures of accuracy have been applied including standard deviation and the 95% confidence
interval for each category. In general, the estimates are accurate to within 5%.

* This threshold is based on reported figures in the National Center for Charitable Statistics database for each tax
year, in the most recently available Form 990 as of August 2009.
®> The other 1,799 non-profit organizations had combined total 2007 revenue of $1.3 billion.

Raising the sample size would compromise the results, which occurs when the sample size significantly exceeds
10% of the units.
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Based on information listed in the Form 990 filed by organizations in the sample, extrapolated to all
1,799 small non-profit organizations in the region, a total of $1.2 billion was spent in 2007 by these
organizations on all categories of costs. Sample spending categories are show as follows:

e $628.8 million on salaries and benefits,

e 5$60.6 million on professional fees,

e $8.6 million on printing and publications, and

e 5143.0 million on rent, facility maintenance, utility expenses and other occupancy costs.

Although the Form 990 does not identify where these funds were spent, it is reasonable to assume that
a high proportion went back into the regional Greater New Haven economy. For sake of discussion, if
half of the total expenses of the small non-profit sector were paid to regional firms and individuals, that
would mean that the area economy benefited by approximately $600 million.

Estimates for the Entire Regional Non-profit Sector

The following table illustrates the combined revenue and expenses figures for the 20 large non-profits
and the remaining 1,799 smaller non-profits in the region.

Table 2: Regional Nonprofit Organization 2007 Revenue and Expenses

Large Nonprofits Revenue
$8,532,163,947
Expenses
Salaries & Benefits $3,917,848,107
Grants Made $327,787,524
Professional Fees $329,569,531
Occup. & Overhead $456,773,636
Other Expenses $1,328,638,769
Total Expenses $6,360,617,567
Small Nonprofits Revenue
$1,280,409,953
Expenses

Salaries & Benefits $628,829,949
Grants Made $126,674,932
Professional Fees $60,634,696
Occup. & Overhead $142,958,026
Other Expenses $237,863,485
Total Expenses $1,196,961,087

Total Revenue $9,812,573,900

(marg. of error +/- 5%)
Total Expenses $7,557,578,654
(marg. of error +/- 5%)
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Conclusion

The main insight from this study is that regardless of their mission, non-profit organizations act like
businesses in many ways. They hire employees, rent or own real estate, and buy goods and services.
This spending activity creates economic value. Just as for-profit companies indirectly create jobs among
their vendors and suppliers, the non-profit sector supports many jobs in industries such as food service,
office supplies, transportation, printing, utilities, and legal and financial services. Total spending by not-
for-profit organizations in the 15-town region for 2007 is estimated at $7.6 billion.

In terms of the regional workforce, useful comparisons can be made between the economic impact of
the non-profit sector and the for-profit sector. About 17% of the employers in Greater New Haven are
non-profit organizations, as shown in the following table:

Number of Entities (2007)
Non-Profit Sector 1,819
For-Profit Sector 30,873

Itis possible to make a very general estimate as to the number of households and families with one or
more salaries paid by the non-profit sector in the 15-town area. Information published by the
Connecticut Economic Resource Center, Inc. (CERC) states that the median household income in the 15-
town area in 2007 was $76,636.” There were a total of 205,915 households in the region in 2007. Using
the estimated total spent on salaries and benefits by the not-for-profit sector in these towns of $2.99
billion, the study indicates that non-profits provided (or could have provided) the full household income
for approximately 39,000 households. This figure should be viewed as an “order of magnitude”
measurement, since many households consist of more than one wage earner and may derive income
from jobs in both the for-profit and non-for-profit sectors.

Another important finding is that the nonprofit sector brings revenue into the region. In the for-profit
sector, money is brought into the region through sales. In the non-profit sector, revenue comes from
national and global sources through grants, gifts, contributions and memberships. When those funds
are spent here, they benefit residents throughout Greater New Haven. Bringing new revenue into the
region is more desirable than churning the money that is already here. Total revenue of not-for-profit
organizations in the 15-town region for 2007 is estimated at $9.8 billion.

The findings from this project confirm that non-profit organizations play a significant role in supporting
and building the economy of Greater New Haven.

’ CERC Data Finder, November 2008.



Appendix I. List of Zip Codes Covered
Bethany 06524 New Haven
Branford 06405 06501
06502
06504
East Haven 06512 06505
. 06506
Guilford 06437 06507
Hamden 06508
06509
06514 06510
06517 06511
06518 06513
06515
Madison 06443 06519
06520
Milford 06460 06521
06530
06531
06532
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06533
06535
06536
North Branford

06471
06472

North Haven 06473
Orange 06477

Wallingford 06492
West Haven 06516

Woodbridge 06525
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Appendix II. Regional Non-profit Organizations with Assets over $250 million

Area Cooperative Educational Services

Choate Rosemary Hall Foundation Incorporated

Community Foundation for Greater New Haven

Community Health Network of Connecticut, Inc.

Connecticut Carpenters Health Fund

Connecticut Laborers Health Fund

Gaylord Hospital, Inc.

Hospital of Saint Raphael

International Union of Operating Engineers
Welfare Fund 478

Knights of Columbus

Masonic Charity Foundation of Connecticut, Inc.
Milford Hospital, Inc.

Quinnipiac University

Sheffield Scientific School Board of Trustees

Tri State Joint Fund

University of New Haven

Yale New Haven Health Services Corporation

Yale New Haven Hospital

Yale University

Yale University Retiree Health Benefits Coverage Trust



