Non-Profit Organizations
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Ok, here's how non-profits operate.

They can be charities like hospitals or the Red Cross that provide services to individuals, or foundations like the Gates Foundation that give money away, or advocacy groups like the Sierra Club and National Cancer Society that raise money for a particular cause.

Most non-profits have revenue of less than $1 million per year and a staff that mainly consists of volunteers.

Unless they're a foundation, a lot of their activity revolves around fundraising, which can range from bake sales to applications for government grants. Foundations spend most of their time reviewing grant applications.

They typically have few assets but high cash flow and quickly spend most of the money they raise in any year. Foundations have portfolios of financial assets and use a lot of computer technology.
Here are some strategic things you should know.
Their revenues are very sensitive to the economy, both because foundations typically make less money when the economy is poor, and because contributions from individuals, corporations and the government fall sharply when their own revenue is lower.

Because they typically have little oversight, non-profits are sometimes abused by managers who pay themselves high salaries, or professional fundraisers who charge a lot for their services. 

Because many non-profits are also tax-exempt, they must file an annual form 990 with the IRS that gives details of their operations, such as how much money goes to managers and fund-raisers. These can be reviewed at websites like Guidestar.org.

Larger non-profits typically have better management and are more efficient, but smaller ones often have a stronger commitment to their cause or service. Staff salaries are usually lower than in the for-profit sector.
Here are some good talking points.
What types of services do they provide?

How large is their annual budget?

What's the main source of their funds? Individuals, the government?

Do they use professional fund-raisers?

Are they also tax-exempt? Do they file a form 990?

What kind of oversight board do they have?

How much were they affected by the recession?

And finally, how do they see their business changing in the future?

Now, you're ready.

