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The Economic Impact of Nonprofit Organizations in Berkshire County

l. Introduction

Last year, the Berkshire Chamber of Commerce created a task force to explore the development of
a Nonprofit Business Council that could provide a forum for nonprofit, member businesses to learn
from and support each other. In an effort to fully capture and document the role of nonprofits in the
community, the task force commissioned an economic impact analysis to be conducted on this
important industry sector. Stephen Sheppard, economics professor at Williams College and President
of Williams College Center for Creative Community Development (C3D), conducted this study.

Berkshire County, Massachusetts offers a uniquely advantageous location: with a beautiful natural
environment that draws visitors around the year, with health care providers of regional importance,
and with cultural, artistic and educational institutions that have been recognized as amongst the
finest in the United States. The county has an interesting and important history in engineering and
light manufacturing, and while these sectors have experienced relative decline they remain important
sources of local employment and in some cases important sources of products and innovation for
national or global markets.

As county residents have worked to create a post-industrial economy that provides prosperity and
opportunity for themselves, it has not always been clear how the various parts of the economy fit
together, and whether they were competing with or sustaining one another. This has created uncer-
tainty about whether the county should (or could) seek to rebuild its industrial base in some way,
develop new commercial sectors such as business services, or develop a new economic base founded
on the “creative” and other sectors previously seen as ancillary. This report contributes to this
discussion by addressing two questions that are of importance for planning for the future health of
the Berkshire County economy: what is the extent of the impact of the nonprofit sector, and what is
the relationship between the not-for-profit and the for-profit sectors in Berkshire County?

This report provides data on the first question in order to provide a foundation upon which the not-
for-profit and the for-profit sectors can begin to discuss their relationship to one another and the ways
in which they can benefit each other in the quest to build and maintain a successful local economy.
This report also addresses the second question by providing estimates of the ‘multiplier’ effect of
nonprofit expenditures on other sectors of the local economy.

After a brief discussion of the defining characteristics of nonprofit organizations and the primary
data sources used in this report, we examine the nonprofit sector in Berkshire County, beginning
with a comparative look at the nonprofit sector in Massachusetts and the US. This is followed by an
analysis of the primary components of the nonprofit sector in Berkshire County: the arts and culture
sector, education, healthcare, human services, and ‘other’ nonprofit organizations. We present figures
on revenues, gifts and grants, expenditures, and assets of each nonprofit sector for the years 1996,
2001, and 2006.

We then provide an estimate of the economic impact of the nonprofit sector on the Berkshire County
local economy. We examine the economic impact of arts and culture, education, healthcare, human
services, and ‘other’ nonprofit organizations. We use a standard inter-industry model that examines
the flow of purchases of goods and services among sectors of the economy and includes the impact of
these purchases as they circulate throughout the local economy. One important dimension of estimat-
ing economic impact is the inclusion of the impact of visitors to nonprofit organizations. We discuss
and provide an estimate for the county of visitor impacts generated by visits to these nonprofits.
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Il. Brief Introduction to the Nonprofit Sector

What are nonprofit organizations?

The goal of most businesses is to generate a profit for its owners. A nonprofit organization has a
different overarching goal. It might be to provide a community service, to engage in research or to
provide a safety net for individuals in need. Although a nonprofit organization does not generate a
profit that is distributed to owners of the business, it can and frequently does have revenues that
exceed total costs of its activities during the year. This excess revenue, rather than being distributed
to an owner or to shareholders, contributes to the assets of the organization, which can grow from
year to year. Assets will be used in future years to support the mission of the nonprofit.

Public charities and other nonprofits

Nonprofit organizations include a very wide variety of groups and organizations ranging from
traditional churches and charities to social clubs, veterans groups and sports associations. There are
two characteristics that feature prominently in the public perceptions of nonprofits: that they pay no
taxes and that donations made to them are exempt from individual income taxation. Neither of these
ideas is universally true for all nonprofits. While all nonprofit organizations are exempt from federal
taxation of their excess revenues (which would correspond to profits), many are required to pay
property taxes on some of the property they own, and many are required to collect sales taxes on
products sold and the incidence or burden of these taxes falls partially on the organizations. The tax
deductibility of donations or gifts to nonprofit organizations is dependent upon the IRS classification
of the organization.

The type of nonprofit organization that is of central interest for this report is labeled by the IRS as
the Public Charity. About half of all nonprofits nationwide are public charities.! The term itself is
misleading because most people naturally think of a charity in the sense defined by the Oxford
English Dictionary?: 4 bequest, foundation, institution, etc., for the benefit of others, esp. of the poor
or helpless. While organizations identified by the IRS as public charities are indeed organized “for
the benefit of others” they are not all oriented towards serving primarily the poor or helpless.

Public charities are often referred to by the section of the IRS code that grants them their tax exempt
status: 501(c)(3). Organizations whose nonprofit status is authorized under section 501(c)(3) are of
two types: public charities and private foundations. From the perspective of evaluating local economic
impact, it is appropriate in most cases to focus exclusively on the ‘public charity’ type of 501(c)(3)
organization. While the private foundations may in some cases generate local economic benefits, often
they are focused on broader institutional goals and serving a population that is national or even global
in nature. When their giving is local in nature, it often consists of grants and gifts to other nonprofits
in the region. Most of these will already be accounted for in our analysis of 501(c)(3) ‘public chari-
ties’ and it would not be accurate to count them as generating a county economic impact when they are
given to the local nonprofit and then again when the nonprofit spends the funds. Finally, in the case of
Berkshire County, the private foundations are a small part of the total 501(c)(3) nonprofit sector,
comprising less than 1.4% of total expenditures by the sector. While we provide some descriptive
statistics about the size and number of private foundations and how these figures have changed during
the past decade, the analysis of economic impacts in this report excludes private foundations.

1 http://nccs.urban.org/resources/faq.cfm.
2 http://dictionary.oed.com/cgi/entry/500369487single=1&query_type=word&queryword=charity&first=1&m
ax_to show=10 accessed June 3, 2009.
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An important characteristic and advantage of 501(c)(3) status is that contributions to these orga-
nizations are tax-deductible to the donor. This gives such organizations a special advantage when
raising assets to finance their operations, and is generally seen as being associated with an obligation
to pursue a mission or set of activities that are broadly beneficial to the public rather than of benefit
only to a small group of designated members, participants or key stakeholders.

While the central focus of this report is on 501(c)(3) public charity nonprofits, as noted above
there are many other types of tax exempt organizations: social welfare organizations 501(c)(4); labor
and agricultural associations 501(c)(5); business leagues 501(c)(6); and fraternal beneficiary societ-
ies 501(c)(8). Table B1 in the appendix lists all of the categories specified by the IRS and means by
which an organization can achieve nonprofit tax-exempt status. . The categories refer to sections,
subsections and paragraphs of the Internal Revenue Code that define each type of organization.

The table includes the total number of organizations in each category in Berkshire County, along
with the total assets of those organizations that report assets.

While 7able BI helps to clarify the ways in which the law has provided for an organization to
achieve nonprofit tax-exempt status, it also highlights why it is that the term “501(c)(3)” has
become almost synonymous with “tax-exempt organization.” In Berkshire County, 77% of all
tax-exempt organizations are 501(c)(3) organizations, and they are responsible for 98% of all assets
held by tax-exempt organizations.

In summary, while there are a wide variety of types of nonprofit organizations, the vast majority of
the organizations, expenditures, and assets are from the 501(c)(3) public charities. We focus primarily
on the economic impacts of these organizations. Where possible and appropriate (such as in 7able B1)
we provide some additional information about the other types of nonprofits in the county.

Primary data sources

Just as individual households must report their income every year to the Internal Revenue Service
using some version of Form 1040, there is a Form 990 that must be completed annually and filed
with the IRS by 501(c)(3) organizations that have been certified by the Internal Revenue Service.
This form provides information on the nonprofit’s programs and finances. Nonprofits with incomes
less than $25,000 are not required to file, nor are most faith-based organizations. These forms provide
valuable details about each organization’s assets, expenditures and revenue sources.

Unlike an individual’s tax return, Form 990s are publicly available. In exchange for their tax
exempt status, nonprofits must accept that their financial reporting is open to public scrutiny. The
IRS creates digital images of the Form 990s and makes them available to selected organizations that
collect them specifically to make them publicly available. It is currently possible to view, free of

charge at www.guidestar.org, the most recent Form 990s of nonprofits that are required to file
(although registration at the site is required).

The National Center for Charitable Statistics (NCCS) is located at the Urban Institute, a nonparti-
san, nonprofit research organization located in Washington, D.C. NCCS has an arrangement with the
Internal Revenue Service to maintain and make publicly available data on the nonprofit sector in the
U.S. The data available through NCCS come primarily from information that tax-exempt nonprofit
organizations file with the IRS.? Data are collected from the forms used to request IRS tax-exempt
status and from Form 990s that are filed annually with the IRS to report financial information for
tax-exempt nonprofit organizations

3 A discussion of the IRS data collected by NCCS can be found at http://nccsdataweb.urban.org/kbfiles/742/NCCS-
data-guide-2006¢.pdf , accessed 4/22/2009.

WD) Jo .mqunzqg OJ!IIS)IJOH



The Economic Impact of Nonprofit Organizations in Berkshire County

Berkshire Chamber of Commerce

N

While summary data on the number and basis for IRS certification of all nonprofits at the county
level is available from the NCCS web site, obtaining detailed information on the individual organi-
zations and their activities requires obtaining access to the complete NCCS data. The information
presented here is derived from these complete data sets, obtained through NCCS for the years 1996,
2001 and 2006.

Assessing the impact of nonprofit organizations

Understanding and assessing the combined economic impact of the nonprofit sector involves two
general approaches: the descriptive and the analytic. In this report we use both approaches. We begin
by describing the sector: how many organizations are there, in what broad types of activities are they
engaged, how much are their revenues, expenditures, and total assets? For each of these questions
we present descriptive comparisons that show how the quantities have changed over the past decade,
and we compare how these trends and values compare with the state of Massachusetts and the United
States as a whole.

Organizations in the nonprofit sector are classified into ten major categories* indicating general area
of activity and service using the National Taxonomy of Exempt Entities (NTEE).> We provide com-
parison and separate descriptive information for the Arts and Culture, Education, Health and
Human Services categories, as well as a combined category for Other nonprofits that includes Envi-
ronment, Animals, International, Foreign Affairs, Public and Society Benefit and Religion categories.

In 2006 there were 1026 certified nonprofit organizations in Berkshire County. There were 789
organizations that were certified under the requirements of section 501(c)(3). Of these 789, many had
annual revenues of less than $25,000 and so were not required by the IRS to file Form 990. There
were 327 organizations that filed Form 990, and were ‘public charities’ 501(c)(3). Table 1 lists the ten
major NTEE categories, with the number of organizations in each category, the combined expendi-
tures and assets for each category and an example of a nonprofit organization in Berkshire County to
provide a representative illustration of the category.

Table I reveals that health, education, and human services organizations account for 91% of total
expenditures by nonprofits. Education, health, and arts and cultural organizations account for 87% of
assets of nonprofit organizations in Berkshire County. Additionally, the high ratio of assets to expen-
ditures for arts and culture, education, and public and social benefit organizations is very noticeable.
These organizations are most likely to have endowments, and to be limited by the percentage of their
endowments they can draw upon for expenses each year. Given the high level of expenditures by
health organizations, their relatively low assets is also notable.

To provide a more complete analysis of the nonprofit sector on the Berkshire economy, this report
makes use of a detailed inter-industry model of the local economy. This is the analytic part of our
discussion. The model divides the local economy into approximately 500 sectors based on the type
of good or service produced, plus purchases from and sales to local households, and imports from
and exports to firms and households outside of the region. It is based on data collected by the United
States Bureau of Economic Analysis that cover the patterns of goods and services that local produc-
ers buy and sell to each other as well as to local consumers or for export.

4 The ten major categories of the NTEE-CC system are further broken down into 26 subcategories. The full list of
codes at http://nccs.urban.org/classification/NTEE.cfm.

5 The NTEE-CC is used by both the IRS and the National Center for Charitable Statistics. A good history and de-
scription of the NTEE is available at http://nccs.urban.org/classification/NTEE.cfm, accessed 1/14/2009.
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The detailed information about each local nonprofit is important for this process because each
organization must be assigned to one of the sectors of the economy. It might seem that this would
be easy — simply assign the organization to the “nonprofit” sector, but the sectors are based not on
the tax status of the organization but on the type of good produced. For example, there can be both
for-profit and nonprofit publishers, schools, clinics or film producers. To estimate their economic
impact we use the detailed information from the Form 990 to determine the type of good or service
being produced, and assign the organization to the appropriate industrial sector. This process, as well
as the use of appendix tables to estimate the impact on individual industrial sectors of changes in the
nonprofit sector in Berkshire County will be discussed at length below.

WD) Jo .mqunzqg OJHIS)IJOH



‘066 WI0 SYI o[y 03 paamnbai jou a1e soyonyd ‘Furyeads A[[eIoUsL) “19quInu SIY) Ul POpN[OUL SOYIINYD OU AIB I, 9

9002 ‘Ajuno) allysyiag ul syyoiduoN
L 819rL

WO jo HOJE«JU QITYSIIoY

tLe 96£'S96'S01'v $ 986'vv6'€0L’L $ LTE IPioL
suo suoipzIuLBIO
— 0] $ 0 $ 0 N S| PLISSD[-UON ol
Hyousg diysiequiewy
— 0] $ 0 $ 0 SUON puD [NV 6
. , s uold3UUOY) UBKSLIYD salIpnig
69°0 sogory $ 961°£E9 $ 14 UBLSLIYD) 104 S4NJIISU] SAIYSHISg uoiby|oy 8
. A . , s ADAA patiun adiysyiag ‘uolpp
4001 €65'969'65C $ €48'064'ST $ (A -UNnog Ajunwwos) o1uodb] SaIysyIog 1yauag o100 /o119ng 4
HPPSHNO Ul SPUPH sAID4Y ublaiog
8¢°0 09¥'£50°1 $ rez'czg’l  $ 4 “juswdojans( g uoypiadoo) \._M”M:U:.BE_ 9
[ouolLbUISU| 1O} S1NLISU| ’
[1PUnoD) uoHdY
7Sl 0L6'0L9'sec ¢ To8'L16't51 $ 98 Ajunwwio) aliysiag ‘piog jusw $921AJag UPWINY S
-Aojdwg [puoiBay Ajunod) aaysyiag
. . A s s SWosAG Yy poaH bo
9Ll go1's05's69 ¢ 8EV'1££'£6S $ 65 auysyIag {As|og [PIGRISD PN UHPSH 4
. . . UOIDIDOSSY POYSIDIOAA 19A1Y s
0€€ €66'£609C $ cLo'egg’s  $ €C 51500} {A1BI20G SUDWINY SIYSHSY s|pwjuy ‘Juswuo.iAug €
. o, e siajuad) [puoy UOIDON
€€°6 Z1y'ole’18e’z ¢ 667'€61'95T $ LS -0oNPT 153.1]j11 ‘UOLDPUNO YTOW 14PoNpP3 4
. . o, aajpay] sallubwIny
Gg0'8 €10'£82'905 ¢ T/L8'226'19 $ 89 [P1UO|0Y) {07 % SIpadsSDYS ‘anynD ‘spy L

8



The Economic Impact of Nonprofit Organizations in Berkshire County

lll. The Nonprofit Sector in Berkshire County:
A Detailed Examination

In this section we present detailed descriptions and comparisons of the Berkshire nonprofit sector.
We present detailed breakdowns of the change over time in five major subcategories — Arts, Culture,
and Humanities’; Education; Heath; Human Services; and Other — over the periods 1996, 2001, 2006.
Making these comparisons over time can be difficult if organizations change their classification.
Twenty-five county nonprofit organizations changed what they reported as their NTEE major sub-
category over this ten year period. For example, MASS MoCA, Berkshire School of Contemporary
Art, Barrington Stage Company, and Hancock Shaker Village all reported themselves as educational
organizations in 1996 and 2001 but as arts and culture organizations in 2006. This change in report-
ing can cause problems in that a longitudinal look at county nonprofits would show a greater growth
in arts and cultural organizations in 2006 than actually occurred. Therefore, for the 25 organizations
whose major subcategory changed during the decade, we assign their 2006 subcategory for all three
years of 1996, 2001, and 2006.

We begin by comparing Berkshire County with the Commonwealth of Massachusetts and the
United States as a whole. We will see instances where the nonprofit sector in the county parallels that
in the US, and we will see instances where the nonprofit sector in Berkshire County is particularly
strong. Then we look more closely at nonprofits in Berkshire County, comparing the arts and cultural,
educational, health, human services, and ‘other’ subsectors in the nonprofit sector.

Putting Berkshire County’s nonprofit sector in perspective

Let’s start by putting Berkshire County’s nonprofit sector in perspective by comparing it with Mas-
sachusetts and the US as a whole. Table 2 details the number of nonprofit organizations in the US,
Massachusetts, and Berkshire County in the years 1996, 2001, and 2006.

Table 2
Total Number of Nonprofits
1996 2001 2006
us 200,161 264,821 328,690
Massachusetts 6,964 8,658 10,482
Berkshire County 226 258 327

While Table 2 is interesting, showing significant growth in the number of nonprofits in all three geo-
graphical areas over the period, the difference in scale makes comparison difficult. 7able 3 presents the
number of nonprofits in each region per 10,000 individuals in the region.

Examining the data as presented in 7able 3, we can see how relatively rich Berkshire County is in
nonprofit organizations. In each time period the number of nonprofits per 10,000 individuals is higher
in Berkshire County than in Massachusetts as a whole, and more than double that of the US. In 2006
there were 25 nonprofits in Berkshire County per 10,000 population, compared to 16 in Massachusetts
and 11 in the US per 10,000 population.

7 For shorthand, we refer to this category as arts and culture.
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Table 3
Nonprofits per 10,000 Persons
1996 2001 2006
us 7.43 9.29 11.00
MA 11.27 13.51 16.29
Berkshires 16.54 19.29 25.09

Table 4 provides a reciprocal restatement of the data in Table 3, giving the number of residents per
nonprofit. In Berkshire County in 2006 there was one nonprofit for every 399 individuals. This com-
pares with the Massachusetts figure of one per 614 individuals, and the US figure of one nonprofit for

every 909 individuals.

Table 4
Residents per Nonprofit Organization
1996 2001 2006
us 1,346 1,077 909
MA 887 740 614
Berkshires 605 518 399

We focus on three economic measures for nonprofit organizations: total revenue, or the monies that
flow into the organizations; expenses, or the monies that flow out of the organizations; and assets

measured at the end of each fiscal year, which provide a sense of the level of investment in the

organization and its robustness to economic difficulty. 7able 5 provides a comparison of the mean
and median revenue per nonprofit organization.

Table 5
Revenue per Nonprofit Organization
(2006 dollars)

1996 2001 2006
Mean Median Mean Median Mean Median
US revenue $4,288,097 | $214,001 | $3,769,807 | $174,737 $4,046,366 $144,245
MA revenue $6,275,002 | $283,100 | $6,654,045 | $217,333 $7,115,369 $162,757
Berkshire revenue $3,706,386 | $372,620 | $4,146,581 | $313,002 | $4,224,044 $228,820

We see in Table 5 that in 2006 the mean revenue for Massachusetts nonprofit organizations is $7.1
million. Mean revenue for Berkshire County nonprofits, at $4.2 million, is slightly higher than the na-
tional average of $4.0 million. We also see that while mean revenue per nonprofit declined in the US
between 1996 and 2001, and had not fully recovered by 2006, mean revenue grew over this period in
both Berkshire County and the state of Massachusetts. These average values contrast with the pattern
of median values, suggesting that the distribution of Berkshire nonprofits is somewhat different than
either the national or the state nonprofit sector. While about half of the nonprofits in Massachusetts
have revenues above $163 thousand, half of Berkshire’s nonprofits have revenues exceeding nearly
$229 thousand. For a county whose per capita income is significantly lower than the state, this sug-
gests both a great willingness amongst county residents to support the sector as well as the excep-
tional revenue-raising skills of (and perhaps burden borne by) the county’s nonprofit organizations.
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Berkshire County’s nonprofit sector is less dominated by a small number of very large organizations,
and the collection of smaller nonprofits appears relatively more robust when compared with the non-
profit sector in all of Massachusetts or in the entire US.

The expenditures of nonprofit (and other) organizations are of special significance since it is
through expenditures that economic impact occurs. Expenditures represent the purchase of inputs
(labor, utilities, supplies, etc.) for producing the goods or services that create economic impact.
Table 6 shows that the nonprofit sector in the US had total expenditures of $1.2 trillion in 2006.
In Massachusetts the nonprofit sector spent $63.1 billion, and in Berkshire County the nonprofit
sector had expenditure of $1.1 billion.

Table 6
Nonprofit Sector Total Expenditures
(2006 dollars)

1996 2001 2006
US Total $779,931,166,348| $925,470,355,731 | $1,200,000,000,000
MA Total $37,198,781,871 $49,423,304,656 $63,117,408,541
Berkshire Total $739,868,346 $817,204,553 $1,103,944,986

These figures indicate a real impact on their respective economies. For example, the total expen-
ditures of the nonprofit sector in Berkshire County constituted just over 21% of the total purchase of
goods and services in the County. The $1.2 trillion spent by the sector in the entire US constituted
about 9.1% of total US GDP, so in this sense we can say that the nonprofit sector is more than twice
as important in Berkshire County than it is in the entire US.

Table 7 provides the data on a per organization basis. We see that in Massachusetts the mean expen-
diture per nonprofit organization is $6.0 million, while it is $3.7 million for the average US nonprofit,
and $3.4 million for the average nonprofit in Berkshire County. The pattern of median expenditures
reveal a slightly different story, with half of the nonprofits nationally having expenditures above
$127 thousand, half of Berkshire’s nonprofits have expenditures above $215 thousand. This suggests
that Berkshire County’s nonprofit sector is less dominated by a few large nonprofits than is the case
nationally. By contrast, the entire state of Massachusetts appears to be more dominated by very large
nonprofits, with mean expenditures that are nearly twice that observed in Berkshire County, but with
half of the nonprofits in the state having expenditures below $146 thousand so that the smallest half
of the state’s nonprofit sector must make do with smaller expenditures (and presumably be less
active) than the smaller Berkshire County nonprofits.
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Table 7
Expenditures per Nonprofit Organization (2006 dollars)
1996 2001 2006
Mean Median Mean Median Mean Median
US expenditures $3,896,519 | $184,654 $3,494,702 | $155,396 $3,650,856|$127,137
MA expenditures $5,341,583 | $243,885 $5,708,397 | $191,507 $6,021,504 | $146,005
Berkshire expenditures $3,273,754 | $323,348 $3,167,460| $272,430 $3,375,979 | $215,025

As discussed above, nonprofit organizations do not make and distribute profits to shareholders, but
they can build assets from year to year. Assets can provide a real strength to a nonprofit by providing
funds that can be drawn upon for major projects or can be used as a cushion during rough economic
times. To the extent that assets are used to provide annual operating funds, market fluctuations can
lead to budget uncertainties and cutbacks. 7able 8§ shows that nonprofit organizations in the US hold a
total of $2.35 trillion in assets; Massachusetts nonprofit organizations have $173 billion in assets; and
Berkshire County nonprofits have $4.1 billion in assets.

The figures presented in 7able 8§ are impressive, but they do not inform us as to how the nonprofit
sector in Berkshire County is doing compared to the state or nation as a whole. Table 9 presents the
figures for assets per nonprofit organization.

Table 8
Total Assets of Nonprofit Organizations
(2006 dollars)

1996 2001 2006
US Total $1,490,478,011,472| $1,787,193,675,889 | $2,350,000,000,000
MA Total $84,021,118,831 $125,003,784,787 $172,751,439,332

Berkshire Total

$1,714,726,975

$3,114,827,547

$4,105,965,796

We see in Table 9 below that the average nonprofit in Berkshire County and Massachusetts has
significantly more assets than the average US nonprofit. The average level of assets for a US non-
profit is $7.1 million, while for the average Berkshire County nonprofit it is $12.6 million, and for
the average Massachusetts nonprofit it is $16.5 million. We will see below that the level of assets
varies greatly depending on the type of nonprofit. Berkshire County nonprofits have over double the
median assets of nonprofits nationally, and nearly 60% more than for nonprofits in all of Massachu-
setts, indicating again that Berkshire County nonprofits are less dominated by large nonprofits, and
that the smaller nonprofits in the county have a stronger balance sheet than the smaller half of the
sector nationally or state-wide.

Table 9
Total Assets per Nonprofit Organization
(2006 dollars)

1996 2001 2006
Mean Median Mean Median Mean Median
US assets $7,446,396 $206,883 $6,748,686 $193,859 $7,149,594 $149,532
MA assets $12,065,066 $302,986 | $14,437,952 $262,967 | $16,480,771 $208,187
Berkshire assets $7,587,287 $424,716| $12,072,975 $458,922| $12,556,470 $332,663




Descriptive evaluation of nonprofits in Berkshire County, by sector

As noted above, we present descriptive data for five categories based on NTEE categories — Arts,
Culture and Humanities; Education; Health; Human Services; and Other. In this section we take a
closer look at the nonprofits in Berkshire County that are required to report on the IRS 990 Form.

The Economic Impact of Nonprofit Organizations in Berkshire County

Table 10
Number of Berkshire County Nonprofits

1996 | 2001 | 2006
Arts and Culture 37 51 68
Education 32 35 51
Health 47 40 59
Human Services 67 77 86
Other 43 55 63
Total 226 258 327

We examine data for 1996, 2001, and 2006 to look for trends over the decade.® We report all figures
in 2006 dollars. This takes inflation into account and allows us to examine real economic growth
over the period. The variables we examine include the number of nonprofits; total revenues; gifts and

grants; expenditures; and assets.

The data presented in Table 10 on the growth of nonprofits in Berkshire County during the years

1996 to 2006 are shown visually in Chart 1.

8 As mentioned above, for the 25 organizations that changed the category in which they reported themselves over
this period, we assigned their 2006 category to all three reporting periods.
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Chart 1
Number of Berkshire County Public Charities
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Chart 1 shows both the number of nonprofits in each of the five major organization types, as well
as the growth of nonprofits within each type over the years 1996 to 2006. We see that the education
sector has the smallest number of nonprofits reporting throughout the decade, and the human services
sector has the largest number of nonprofits in all three time periods. In 2001, all areas except health
show an increase in the number of organizations compared to 1996. From 2001 to 2006 all areas show
growth in the number of nonprofits in the county.

In 2006, there were 1.8 times as many arts and cultural nonprofits in Berkshire County as in 1996;
there were 1.6 times as many education nonprofits; 1.3 times as many health organizations; 1.3 times
as many human services nonprofits; and 1.5 times as many ‘other’ nonprofits as in 1996. Chart 2 maps
the growth rate of nonprofits in each of the five major categories. It is clear that the greatest growth in
the number of nonprofit organizations in Berkshire County occurred in the arts and culture sector.
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Chart 2
Growth Rate of Number of Berkshire County Nonprofits, 1996 to 2006
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Total revenues

While Chart 1 made it clear that the number of nonprofits in Berkshire County grew during the
period 1996 to 2006, a more interesting question is the extent to which the financial situation of non-
profits changed during this period. 7able 11 provides data on the total revenues of nonprofit organi-
zations in Berkshire County from 1996 to 2006.°

Table 11
Total Revenues of Nonprofits in Berkshire County, by Organization Type
(2006 dollars)

1996 2001 2006
Arts & Culture 27,359,087 57,639,638 87,808,098
Education 269,846,109 425,886,888 439,762,041
Health 435,805,446 408,149,851 638,482,737
Human Services 83,984,342 134,663,584 171,578,541
Other 20,648,353 43,477,819 43,631,062
Total 837,643,337 1,069,817,780 1,381,262,479

Chart 3 maps the data in 7able 11 in a more visual form. In Chart 3 we can see that, after the “Oth-
er” sector, the Arts and Culture sector is the smallest nonprofit sector in Berkshire County in terms of
total revenues, and the health sector is the largest in 1996 and 2006. We can also see that while Chart
1 showed that the human services sector had the largest number of organizations, the health sector
has the greatest total revenues, except in 2001 when the education sector had greatest total revenues.

9 The total revenue figure is equivalent to line 12 on IRS Form 990. Rather than drawn directly from line 12, it is
calculated from earlier lines in the revenue section.
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Chart 3
Total Revenues of Nonprofits in Berkshire County, by Organization Type
(2006 dollars)
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Chart 4 shows the growth rate of total revenues among the sectors during the period 1996 to 2006,
with 1996 values set to 1.00. It is informative to compare the information provided in Chart 4 with
what we learned from Chart 3. While arts and culture is the smallest nonprofit sector in terms of total
revenues (after ‘Other’), it is the fastest growing. Chart 4 shows that the real value of total
revenues in the arts and culture sector more than tripled in the period 1996 to 2006. On the other
hand, the health sector is the largest nonprofit sector in the county, but has the lowest growth rate.
Real value of total revenues in the health sector did not add half again to its value during the period
1996 to 2006.
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Chart 4
Growth Rate of Total Revenues of Berkshire County Nonprofits
(2006 dollars)
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Gifts and grants

Part of an organization’s revenue consists of public contributions, public gifts, and government
grants to the organization. Other sources of revenue include program revenue, membership dues,
dividends, interest, rent, and the sale of inventory.

In this section we examine gifts and grants to nonprofit organizations. Since gifts and grants play
an important role in the financial well-being of a nonprofit, the relative strength of this part of
revenue is of particular interest to the study of the nonprofit sector.

Table 12 provides the data for public contributions, gifts and government grants to the five major
subsectors over the period 1996 to 2006.

Chart 5 provides a visual representation of the gift and grant data. What we see in Chart 5 is the
tremendous growth in gifts and grant giving to the education sector, particularly in the period 2001 to
2006. We also see that, in real terms, gifts and grants to the health sector declined in 2001 and experi-
enced no growth in 2006.
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Table 12
Gifts and Grants to Nonprofits in Berkshire County, by Organization Type
(2006 dollars)

1996 2001 2006
Arts & Culture 8,352,388 17,683,357 38,185,907
Education 35,013,405 60,901,591 | 111,229,836
Health 13,922,785 10,773,428 11,473,500
Human Services 21,972,712 33,074,106 33,872,845
Other 11,204,703 25,028,799 21,699,906
Total 90,465,993 | 147,461,281 | 216,461,994

Chart 5 shows that the education sector receives by far the largest amount of gift and grant
dollars as input to their revenues. Indeed, in 2006 the amount of gifts and grants to the education
sector ($111.2 million) exceeds gifts and grants to all other sectors combined ($105.2 million).

Chart 5

Gifts and Grants to Nonprofits in Berkshire County, by Organization Type
(2006 dollars)
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Chart 6 shows the growth of public gifts and government grants over the period 1996 to 2006.

Chart 6
Growth Rate of Gifts and Grants to Nonprofits in Berkshire County
(2006 dollars)
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We see in Chart 6 that gifts and grants grew most rapidly in the arts and culture sector (with the
2006 amount approximate 4.5 times the 1996 amount), followed by the education sector (where the
2006 amount is more than 3 times the 1996 amount). Gifts and grants to the human services sector
grew somewhat between 1996 and 2001, but then leveled out. Gifts and grants in the ‘other’ sector
grew in the first time period and then dropped off somewhat in the second. Gifts and grants in the
health sector declined between 1996 and 2001, and grew only slightly between 2001 and 2006.

One question we might ask is the percentage of revenue that is made up of gifts and grants, and
whether that percentage is stable over time. Chart 7 addresses this question. What we see in Chart 7
is that nonprofits in the ‘other’ category rely most heavily on public gifts and government grants as
a share of their revenues. Approximately 50% of the revenue of ‘other’ nonprofits comes from gifts
and grants.

We also see in Chart 7 that nonprofits in the Health sector rely least on gifts and grants as part of

their revenue. Two to three percent of total revenues of health nonprofits come from gifts and grants.
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Percentage of Revenue made up of Gifts and Grants, by Organization Type
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The period 2001 to 2006 showed a particularly high increase in the Arts and Culture sector and the
Education sector in the percentage of total revenue that was derived from gifts and grants.

Expenditures

The relationship between total revenues and gifts and grants raises the question of what happened
to expenditures during the period 1996 to 2006, as well as assets. We look at these two financial
variables next.

Table 13
Expenditures of Berkshire County Nonprofits, by Organization Type
(2006 dollars)

1996 2001 2006
Arts & Culture 25,392,074 53,277,125 61,927,872
Education 194,829,047 198,382,747 | 255,193,499
Health 416,184,858 | 398,509,459 | 597,771,438
Human Services 84,855,166 130,612,740 152,917,802
Other 18,607,201 36,422,482 36,134,375
Total 739,868,346 817,204,553 | 1,103,944,986

When total revenues increase, an organization can increase its annual expenditures in a like
amount, or it can keep expenditures steady and build assets. 7able 13 provides information on the
annual expenditures of nonprofits during the years 1996 to 2006.
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Annual expenditures made by an organization, or a sector, is extremely important for the local
economy. Expenditures are monies that flow from the organization into the local economy, where a
certain proportion of the money circulates, causing additional economic impact, until they eventually
‘leak’ out of the local economy into the larger regional, national, and international economies.

In the next section of this report we will return to expenditures of nonprofits in Berkshire County and
their economic impact. For now, we can see from 7able 13 that nonprofits in Berkshire County had
expenditures of over $1.1 billion, and more than half of these expenditures ($598 million) came from
the health sector.

Chart 8 provides a visual representation of the data provided in 7able 13.
Chart 8

Expenditures of Nonprofits in Berkshire County, By Organization Type
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Chart 8 makes it easy to see that the sector of nonprofits with the largest annual expenditures is
clearly the health sector. Its 2006 expenditures of $598 million are more than double those of the next
sector, education, with $255 million in expenditures. Next is human services ($153 million), followed
by arts and culture ($62 million), and ‘other’ ($36 million).

While Chart 8§ shows the absolute amount of annual expenditures (in 2006 dollars) made by each
sector, Chart 9 shows the relative rate at which expenditures grew in each sector over the years 1996
to 2006.
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Chart 9
Growth Rate of Expenditures of Nonprofits, by Organization Type
(2006 dollars)
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We see in Chart 9 that while the expenditures of the arts and culture sector ($62 million) were
small compared to all other sectors except ‘other’, the rate of growth of expenditures was highest in
the arts and culture sector, increasing almost 2.5 times during the period 1996 to 2006. We also see
that during the period 1996 to 2001 there was virtually no growth in expenditures in the health and
education sectors.



Assets

Having looked at revenues and expenditures of nonprofits in Berkshire County, we will now look
at the amount of assets held by these sectors. Table 14 provides the assets of nonprofits in Berkshire

The Economic Impact of Nonprofit Organizations in Berkshire County

County over the period 1996 to 2006."°

Table 14

Assets of Nonprofits in Berkshire County, by Organization Type
(2006 dollars)

1996 2001 2006
Arts & Culture 25,392,074 53,277,125 61,927,872
Education 194,829,047 198,382,747 255,193,499
Health 416,184,858 398,509,459 597,771,438
Human Services 84,855,166 130,612,740 152,917,802
Other 18,607,201 36,422,482 36,134,375
Total 739,868,346 817,204,553 | 1,103,944,986
Chart 10
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We can also see in Chart 10, and it is confirmed in Chart 11, that the assets of arts and culture
organizations grew dramatically during the decade 1996 to 2006. Indeed, the assets of arts and culture
organizations at the end of this ten year period were almost 9 times their level at the beginning of the

period.

10 All figures in this section are end of year assets.
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Chart 11
Growth Rate of Assets of Nonprofits, by Organization Type
(2006 dollars)
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Private foundations

As we discussed earlier, 501(c)(3) nonprofit organizations consist of two groups — public charities
and private foundations. Table 15 presents data on private foundations in Berkshire County. We see
that expenditures of private foundations in 2006 were $15.5 million. This compares with $1.1 billion
of expenditures by public charities in 2006 (7able 13 above). Private foundations play an important
role in the community in that they often provide grants to public charities to support their nonprofit

Berkshire Chamber of Commerce
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missions.
Table 15
Private Foundations in Berkshire County
1996 2001 2006

Number 36 53 66
Revenues $7,234,185| $10,960,146| $29,702,661
Expenditures $7,400,813| $12,027,524| $15,460,546
Assets $36,072,646 | $106,375,014| $169,294,223
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Comparison of Berkshire nonprofit sector with other areas

We have seen that the nonprofit sector in Berkshire County is large relative to the local population,
and growing. Comparisons between the Arts, Education, Health Care, Human Services and Other
subsectors of the nonprofit sector reveal additional differences that characterize this important part
of the local economy. We have seen that the local nonprofit sector has per-capita numbers of orga-
nizations, median revenues, median expenditures and median assets that are large relative to similar
figures for both the entire US and for the state of Massachusetts. It is not clear whether Berkshire
County’s nonprofit sector is completely unique, is unusual in a national context but typical for the
region, or perhaps typical of all regions that share some of the characteristics of Berkshire County
(such as being centered around a relatively modest-sized city, having a strong local tourist industry
that attracts visitors from around the country, or is popular as a location for second homes or for
households whose primary earners have retired).

In order to provide a more complete context for comparison and evaluation, we examine and com-
pare the Berkshire County non profit sector with the nonprofits in ten other cities that have been used
in previous studies as a basis for comparison with the County.!" We use ten communities that were
selected as comparable regions nationwide or as regional neighbors, and present data for the county
that contains each community. The comparison regions are listed in 7able 16.

Table 16

Comparison Regions for Evaluation
Regional Neighbors Comparable Regions Nationwide
Providence, Rhode Island Boone, North Carolina
Portland, Maine Taos, New Mexico
Barnstable, Massachusetts Vail-Edwards, Colorado
Burlington, Vermont Santa Fe, New Mexico
Lewiston-Auburn, Maine St. George, Utah

These regions include some with important, nationally or regionally-recognized Colleges or
Universities (Providence with Brown University, Lewiston-Auburn with Bates College, Burlington
with the University of Vermont or Boone with Appalachian State University). They include regions
with significant local tourism and cultural attractions (Vail-Edwards and Santa Fe) and general large
tourism and/or retirement communities (Boone, Taos and St. George). They also include cities in the
region that, like Pittsfield and other Berkshire County cities have experienced significant economic
transformations from manufacturing or other local industries to economies that are more diverse,
more service-oriented and have an emphasis on increasing tourism and local amenities.

Charts 12 and 13 on the next pages compare each of these regions with Berkshire County over the
period 1996 to 2006, showing nonprofit organizations per 10,000 residents and total nonprofit rev-
enues per capita in constant (inflation-adjusted) 2006 dollars.
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11 See Rural Clusters of Innovation: Berkshires Strategy Project, prepared by Monitor Company Group for the
United States Department of Commerce and the Berkshire Economic Development Corporation, 2006.
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The cities are ordered in the chart according to the number of nonprofits per capita in 2006, and this
ordering is preserved for ease of comparison for all charts presented through the end of this
section. For all regions except Berkshire County, we list the name of the city that serves as the focus
of the region. The data presented, however, are for the entire county that contains that city. Thus each
region includes both the urban center and some surrounding suburbs and rural area, and this facili-
tates comparison with the Berkshire County data.

Chart 12 shows that Berkshire County has the fourth highest concentration of nonprofits per capita
of the 11 region group. It has nearly five times the number of organizations per person as St. George,
Utah and almost double the number of Auburn-Lewiston, Maine. It is generally comparable to the
other regions, being about equal to Burlington, Taos and Portland, and about six percent less than
Santa Fe, New Mexico. All of the regions except Taos have shown a growth in the number of non-
profits, although the chart overstates the growth somewhat because even though our revenue figures
are adjusted for inflation, price increases during the decade have pushed more organizations over the
threshold that requires them to file a Form 990 so that they show up in our data (this is because the
filing threshold itself is not indexed to the price level).

Chart 13 indicates that real revenues per capita in the nonprofit sector have been growing in every
comparison region, but Berkshire County is a standout, having the highest per capita revenues in
2006. It also has experienced a high rate of growth of per capita revenues in the sector, being eclipsed
in this regard only by Boone, NC and Auburn-Lewiston, ME.



The Economic Impact of Nonprofit Organizations in Berkshire County

Chart 13
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Chart 14

Total expenditures of nonprofit organizations per capita

(in 2006 dollars)
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Chart 14 shows that while per capita expenditures have also increased in every region over the
1996 to 2006 period, the level of expenditures shows a somewhat different pattern across the regions
than the level of per capita revenues. Berkshire County nonprofits are roughly equal in expenditures
to those in Burlington VT and lower than in Providence, RI or Boone, NC. Local nonprofits appear
to be spending much less than their per-capita revenues, presumably as a way of conserving total
resources to meet local needs.
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Chart 15
Total assets of nonprofit organizations per capita
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This local pattern of “saving for a rainy day” may in part help to explain the obvious differences
in per capita assets of non profits, illustrated in Chart 15. In every year from 1996 through 2006,
Berkshire county nonprofits had assets per county resident that were much larger — in many cases
more than double — those enjoyed by nonprofits in the comparison regions. In part this is due to
the unique economic model of private sector higher education and the success of Williams College
in building its endowment. The strength of these local assets provides for continued stability of at
least some portions of the local nonprofit sector compared to other regions, As the sharp declines in
financial asset markets in 2008-09 reveals, however, this can also be a source of vulnerability that can
sometimes be weathered more comfortably by nonprofit organizations whose revenues are less
dependent on asset earnings and more dependent on program service revenues. In any event,
Berkshire County is clearly unusual in this regard, and the fact warrants careful monitoring and
perhaps more detailed study to determine its implications for the local economy.

Chart 16 presents comparative analysis of the median revenues of all nonprofit organizations (who
file the Form 990) in the regions. With the exceptions of Boone NC and Auburn-Lewiston, there is a
general pattern of declining median revenues of nonprofits. Juxtaposed against the data presented in
Chart 13 showing increasing per capita revenues, Chart 16 implies not a decreasing nonprofit sector,
but rather a nonprofit sector with growing numbers of smaller nonprofit organizations. This increase,
without a proportional increase in numbers of high-revenue organizations causes a decline in the
median size of organizations in the sector. There are numerous reasons that might be put forward for
this situation. There may be a proliferation of social needs of various sorts, along with expectations
that smaller more carefully targeted nonprofit organizations might be better able to address these
needs. There may be an increase in awareness of the usefulness of nonprofit organizations and/or an
increase in understanding of how to form such organizations. Whatever is the case, the general pat-
tern is clear. Amongst these regions, Berkshire County stands out has having generally larger non-
profits than other regions. In 1996 Berkshire was second only to St. George in the median revenues
of nonprofits. In 2006 the County was still in second place amongst the 11 regions, although Boone
NC was the highest.
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Chart 16
Median revenues of all nonprofit organizations in county
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The pattern of median organization expenditure levels in the 11 regions follows the general
pattern observed in revenues. As shown in Chart 17, most regions show a decline in the median level
of expenditures over the decade, at least amongst the set of nonprofit organizations that file Form
990. Again, Berkshire County’s nonprofits have a higher median expenditure than the nonprofits in
most of the other regions, starting out second only to St. George, UT and ending up second to Boone,
NC. Comparing these figures with Chart 14 this implies not a smaller nonprofit sector, but one that
consists of larger numbers of groups with small expenditure levels.

Chart 18 below shows that this pattern is similar, but not identical for the median levels of assets
of nonprofit organizations. While there is a general pattern decline in median asset levels from 1996
to 2006, the change for many of the regions is not steady. Several show increases for 2001 followed
by sharp declines in 2006. Berkshire County, which as seen in Chart 15 is a standout in terms of
nonprofit assets per capita, is high but less unusual in terms of the median level of nonprofit assets.
The median assets held by all nonprofits in Berkshire County in 2006 was about equal to the non-
profits in and around Auburn-Lewiston, and about 20% lower than in Providence, RI. These three
regions, however, have considerably larger median asset levels than the other comparison regions.
It is difficult to resist the temptation to conclude that this difference is due in some measure to the
presence of important private Colleges or Universities with relative large endowments (Williams and
Bates Colleges and Brown University).
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Chart 17
Median expenditures of all nonprofit organizations in county
(in 2006 dollars)
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Chart 18

Median assets of all nonprofit organizations in county
(in 2006 dollars)
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Chart 19 on the next page provides some comparison between the size of the different nonprofit
subsectors in the 11 regions by illustrating the median revenue levels for nonprofits in the Arts,
Education and Human Services. All figures presented are for 2006.
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Chart 19
Median 2006 revenues of county nonprofits in arts,
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In Chart 19 we see that the median revenue levels of Berkshire County Human Service organiza-
tions are the second highest of the comparison group. The County’s Arts organizations are the third
highest of the 11 regions, and the median revenues of Berkshire Education nonprofits are not unusu-
ally large, being smaller than 6 of the other regions. While in part this relative position is due to using
the median value as the basis of our comparison, since it keeps one or two organizations with very
large revenues from inflating the average, it still suggests that at least in some sense it is the local
Human Service and perhaps the Arts and Cultural sectors that are unusually large — or at least have a
relatively larger number of large and medium sized organizations in the sector.

The question of the ‘dominance’ of the nonprofit sector by a few large organizations, and the in-
crease in numbers of small organizations is an interesting one that may pose a variety of challenges
for the nonprofit sector even if it is taking place in communities and regions around the country. In
one way or another, this issue is brought directly to our attention in comparing the regions with each
other and over time in Charts 12 through /8. How does Berkshire County compare with other re-
gions in the extent to which its nonprofit sector is characterized by a few very large organizations and
a very large number of small organizations?

There are several techniques that we might use to measure and compare this distribution of non-
profits by size. Economists often use measures like the “concentration ratio” that measure the share
of total sales accounted for by the four, eight or some other relatively small number of organizations.
Another method is to calculate the ‘Gini index of inequality’ in revenues amongst the groups or
organizations. Such an index is often used to characterize the extent of inequality in wealth or income
among households. It takes the value 0 if there is no inequality at all (all organizations are the same
size) and the value 1 if there is extreme inequality (one group has all the income and all other groups
have zero). Thus, for example, the inequality index for income in the United States is about 0.408.
In Sweden, it is 0.25 and in Namibia it is 0.743. Chart 20 presents the Gini index of inequality for
Human Services, Arts, Education and Health nonprofits in 2006 for all 11 regions, plus the entire US
and the state of Massachusetts for comparison.
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Chart 20
Index of inequality of total revenues across nonprofits in various sectors
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For the most part, we see very striking patterns of enormous differences in the revenue levels of
non profits. The higher the index of inequality, the more heavily dominated the sector is by a few
large organizations. In general, we see that Health and Education are more dominated by large
organizations than Human Services and the Arts. Berkshire County has Human Service and Arts non-
profits whose revenues are somewhat less skewed towards large organizations than is true in the US
or Massachusetts as a whole, but generally comparable to the other regions. Interestingly, Berkshire
County health non profits seem less dominated by large organizations than the US or Massachusetts,
or than many of our comparison regions. It is not surprising that Berkshire County’s education non-
profits are heavily dominated by a few large organizations. This pattern is similar to that observed in
Auburn-Lewiston and Providence, as well as Massachusetts as a whole. All of these areas have well-
endowed private higher education organizations that are contributing to this pattern.

It is important to note that the inequality in revenues of nonprofits is not a problem in the same
sense as inequality in household income might be argued to be. Income inequality can be associated
with relievable suffering and deprivation, while inequality in revenue levels of nonprofits might
represent nothing more than a diversity of missions and capabilities within the sector. On the other
hand, the growth in the number of nonprofit organizations and fall in the median size of these
organizations may, along with the extreme patterns of revenue inequality, be indicative of a sector
that might benefit from consolidation of organizations in order to avoid duplicative efforts either in
program activities or in solicitation of funds from donors and grant organizations.
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Descriptive summary of the nonprofit sector in Berkshire County, 1996 to 2006

At this point, we have presented a significant amount of information about the nonprofit sector in
Berkshire County during the years 1996 to 2006. The highlights of the data concerning each sector
are as follows:

* Total expenditures of the nonprofit sector in Berkshire County constitute 21% of the total purchase
of goods and services, making the nonprofit sector in Berkshire County more than twice as impor-
tant as it is in the US as a whole (where the figure is 9.1%).

» Berkshire County has more than twice the number of nonprofits per resident than is observed in
the US as a whole, and 54% more per resident than all of Massachusetts.

* Despite the large number of nonprofits in Berkshire County, average revenues per organization
are higher than the average nationwide (although lower than the comparable figure for Massachu-
setts). Median revenues are higher in Berkshire County than either the national or state medians,
indicating that even the smaller nonprofits in Berkshire County are relatively successful in raising
revenues, and that the entire sector is less dominated by a few large organizations than is true for
Massachusetts as a whole.

* In all years, the human services sector has the greatest number of organizations reporting as non-
profits in Berkshire County.

* The arts and culture sector has the highest growth rate for all the variables we considered —
number of organizations; revenues; public gifts and government grants; expenditures; and assets.

* The education sector receives the largest amount of public gifts and government grants. While
in 1996 the education sector received only 39% of all gifts and grants to nonprofits in Berkshire
County, in 2006 that number had grown to 51%. The education sector also has the greatest level of
assets of nonprofits in Berkshire County. In all years the assets of the education sector were greater
than those in all other sectors combined.

* The ‘other’sector relies most heavily on gifts and grants as a portion of their total revenue. In all
three periods, half of total revenues in the ‘other’ sector came from public gifts and government
grants. This compares, on the other extreme, with the health sector, where only 2-3% of total
revenues came from gifts and grants.

* The health sector has by far the highest level of annual expenditures. In all three time periods,
expenditures in the health sector were more than double those in the next closest sector, education.
In 2006, health expenditures were greater than expenditures in all other sectors combined.

* Per capita assets of Berkshire County nonprofits are extremely high compared with similar
regions in the Northeast or around the US

* Median revenues and expenditures of nonprofits in Berkshire County are high compared with
similar regions in the Northeast or around the US

* There is great disparity in the sizes of nonprofits throughout the US. In Berkshire County these
disparities are relatively modest for all sectors except Education.
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IV. The Economic Impacts of Nonprofits on Berkshire County

The preceding section provided a description of the nonprofit sector in Berkshire County, along
with comparisons between the County, the state of Massachusetts, and the entire United States.
The data show that the nonprofit sector is relatively more important locally than it is in the state or
national economy, and that the local sector as a whole is less dominated by large organizations.

Even these data, however, fail to capture the full importance of the sector. Expenditures made by
nonprofits for inputs generate secondary local effects for local businesses, households, and other
nonprofits. These expenditures generate employment not only in the nonprofit organizations them-
selves, but also in the retailers, restaurants, law offices and other businesses that either sell goods and
services directly to the nonprofits or to the people who work for them or travel to Berkshire County
to visit them.

This section presents an analysis of these effects, including the direct effects of the spending
of nonprofits, the indirect effects of the businesses that trade directly with the nonprofits, and the
induced effects of the sales of goods and services to those who find employment or increase their
incomes because of the presence of the nonprofit sector.

To estimate these effects we rely upon a model of the local economy that tracks the patterns of
purchases and sales in approximately 500 sectors of the economy. The model uses data on purchases
and sales collected by the US Department of Commerce Bureau of Economic Analysis (BEA), along
with data on employment patterns collected by the Bureau of Labor Statistics’ Quarterly Census of
Employment and Wages (the ES202 data). These are combined so that our models can produce an
estimate of the total impact on the local levels of economic activity and the total number of jobs
associated with a change in each part of the nonprofit sector.

The sectors in our economic model are based on the type of good or service being produced. The
BEA collects data on the inputs purchased by sectors identified according to the North American
Industrial Classification System (NAICS). The NAICS sectors are combined to produce 500 sectors
in our model that range from “Accounting and Bookkeeping Services” to “Wood Preservation”.

We use the reported NTEE activity code from the Form 990 data discussed above to determine the
industrial sector that best represents the activity of each organization.

The nonprofit organizations in Berkshire County are active in 27 different sectors of our economy.
The analysis presented here considers the direct expansion in each of these sectors that results from
the activity of the nonprofit organizations, and then calculates the indirect and induced impacts all of
the other sectors. Using these estimated increased levels of economic activity for each sector attrib-
utable to the operation of the nonprofits, we use the ES202 data for each sector to estimate the total
number of jobs in Berkshire County associated with the increased level of economic activity.

To fully understand these estimates, it is important to note that the employment estimates are for
total jobs, not “full time equivalent” employment positions. For many policy makers and labor market
analysts, the total number of jobs generated in a sector is of greater interest than the FTE employment
count, because it identifies the number of individuals whose livelihood is fully or partially sustained by
the organization. In the analysis presented below, it is perhaps most helpful to think of the estimated
economic and employment impacts as the total income and number of livelihoods that would be lost to
Berkshire County if the sector or subsector disappeared. This is a conservative estimate of the associ-
ated loss in that it does not specifically account for the loss of benefits provided by the sector to the

extent that such benefits exceed the value of revenues and donations received by the sector.



The Economic Impact of Nonprofit Organizations in Berkshire County

Arts & culture

Berkshire County’s Arts & Culture nonprofits fall into ten economic sectors. Table 17 presents
these economic sectors, the 2006 annual expenditures of these Arts & Culture nonprofits, and the
local economic impact of Arts & Culture nonprofits in Berkshire County.

Table 17
Economic Impact of Arts & Culture Nonprofits, 2006
. # of 2006 : Employment
Economic sector Nonprofits Expenditures Economic Impact Il:npyucf

Civic, social & professional 2 $ 39,061 $ 69,500 1.4
organizations
Newspaper publishers 2 $ 970,693 $ 1,417,131 15.5
Radio & television broadcasting 5 $ 1,106,766 $ 1,846,717 12.8
Motion picture & video industries 5 $ 1,286,242 $ 2,414,692 18.4
Independent artists, writers & 2 $ 1,731,184 $ 2,963,702 36.5
performers
Promoters of performing arts 6 $ 2,153,276 $ 3,272,531 54.4
Other educational services 5 $ 2,929,998 $ 4,692,516 82.2
Grantmaking, giving & social 4 $ 9,376,349 $ 18,201,813 272.2
advocacy organizations
Performing arts companies'? 22 $38,707,114 $ 67,593,864 1,658.7
Museums, historical sites & parks 17 $23,835,189 $ 42,488,911 546.5

Totals 70 $82,135,872 $144,961,377 2,698.6

12 For the purpose of estimating the impact of the nonprofit sector, we have included the 2006 expenditures of
Tanglewood. These expenditures are substantial but are not captured in the NCCS dataset because Tanglewood is
embedded within the larger organization of the Boston Symphony Orchestra. We recently worked with the BSO on
estimating 2006 expenditures and economic impact of the two locations and thus are able include the Tanglewood
figures here.
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Education

Berkshire County’s educational nonprofits fall into seven economic sectors. Table 18 presents
these economic sectors, as well as annual expenditures in 2006 and economic impact of each

economic sector.

Table 18

Economic Impact of Educational Nonprofits, 2006

. # of 2006 . Employment
Economic sector ) Economic Impact
Nonprofits Expenditures Impact

Civic, social & professional 11 $ 682,835 $ 1,214,950 23.9
organizations
Management consulting services 3 $ 703,208 $ 1,184,075 10.3
Information services 5 $ 1,423,872 $ 2,257,493 12.9
Grantmaking & giving & social 8 $ 1,608,741 $ 3,122,964 46.7
advocacy organizations
Other educational services 10 $ 25,548,239 $ 40,916,592 716.6
Elementary & secondary schools 13 $ 47,226,604 $ 82,598,342 1,371.1
Colleges, universities & junior 2 $200,800,960 $338,784,408 4,331.7
colleges'

Totals 52 $277,994,459 $470,078,824 6,513.2

13 For purposes of analyzing the economic impact of the nonprofit sectors we have included Simon’s Rock 2008
annual expenditures, adjusted to 2006 dollars. Public information on Simon’s Rock is embedded in Bard College’s
budget, but we were able to locate its 2008 budget at the Simon’s Rock web site. http://www.simons-rock.edu/news-
room/media-toolkit/quick-facts/?searchterm=operating%20AND%20budget ,accessed 2/23/2009. Simon’s Rock
2008-09 operating budget of $24,360,000 equals $22,800,960 in 2006 dollars.




Health

The Economic Impact of Nonprofit Organizations in Berkshire County

The nonprofit health organizations in Berkshire County are spread across eight sectors. Table 19
presents the 2006 expenditures of health nonprofits and their economic impact on Berkshire County.

Table 19

Economic Impact of Health Nonprofits, 2006

Management consulting 4 $ 89,086 $ 150,005 1.3

services

Civic, social & professional 1 $ 2,672,397 $ 4,754,925 93.6

organizations

Home health care services 4 $ 6,285,338 $ 10,028,342 167.4

Grantmaking & social 11 $ 35,912,818 $ 69,715,660 1,042.7

advocacy

Other ambulatory health 14 $ 60,724,254 $ 96,747,551 890.2

care services

Nursing & residential care 18 $142,466,110 $235,087,147 3,659.9

facilities

Hospitals 7 $349,621,435 $560,173,219 4,893.8
Totals 59 $597,771,438 $976,656,848 10,748.9
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Human services

There are human services nonprofits in eleven economic sectors of the Berkshire County economy.
Table 20 shows those economic sectors as well as the 2006 expenditures of nonprofit human services
organizations and their economic impact.

Table 20
Economic Impact of Human Services Nonprofits, 2006

Economic sector 2 6 2006 Economic Impact Employment
Nonprofits Expenditures Impact

Other accommodations 1 $ 42,123 $ 68,007 0.6
Spectator sports 1 $ 52,054 $ 77,520 0.9
Other amusement & 7 $ 272,519 $ 416,604 5.3
recreation industries
Civic, social & 1 $ 754,013 $ 1,341,595 26.4
professional organizations
Agriculture & 2 $ 820,855 $ 1,335,325 34.0
forestry support activities
Fitness & 2 $ 1,071,307 $ 1,802,791 39.6
recreational sports centers
Grantmaking & giving & social 6 $ 3,248,186 $ 6,305,532 94.3
advocacy organizations
Management consulting services 2 $ 3,595,064 $ 6,053,437 52.4
Child day care services 3 $ 9,974,741 $ 14,756,730 236.8
Nursing & residential care 12 $ 50,964,366 $ 84,097,667 1,309.2
facilities
Social assistance 49 $ 82,122,574 $134,150,869 2,323.5

Totals 86 $152,917,802 $250,406,077 4,123.0
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‘Other’ nonprofits

The remaining nonprofit organizations in Berkshire County, which we group under the category of
‘other’, are spread over six economic sectors. 7able 21 shows those economic sectors as well as 2006
expenditures and the economic impact of these expenditures.

Table 21
Economic Impact of ‘Other’ Nonprofits, 2006

Transit & ground passenger 1 $ 188,093 $ 281,276 4.3
transportation
Museums, historical sites 1 $ 594,609 $ 1,059,958 13.6
& parks
Religious organizations 4 $ 637,196 $ 979,036 7.2
Civic, social 17 $ 2,057,453 $ 3,660,770 72.1
& professional organizations
Scientific research 1 $ 4,489,958 $ 7,669,357 70.5
& development services
Grantmaking & social 39 $28,167,066 $54,679,242 817.8
advocacy organizations

Totals 63 $36,134,375 $68,329,639 985.5

DIWWO) jo JquII'BI{:) CRILIED RETY

9
\O



The Economic Impact of Nonprofit Organizations in Berkshire County

Summary of the economic impact of the nonprofit sector in Berkshire County

It is now possible to discuss the impact of the entire nonprofit sector on the Berkshire County local
economy. 7able 22 summarizes the expenditures and economic impacts of nonprofits in Berkshire
County.

Table 22
Expenditures and Economic Impact of the Nonprofit Sector
in Berkshire County, 2006

2006 Expenditures Economic Impact Employment Impact
Arts & Culture $ 82,135,872 $ 144,961,377 2,698.6
Education $ 277,994,459 $ 470,078,824 6,513.2
Health $ 597,771,438 $ 976,656,848 10,748.9
Human Services $ 152,917,802 $ 250,406,077 4,123.0
Other $ 36,134,375 $ 68,329,639 985.5
Total $1,147,943,946 $1,910,432,765 25,069.2

Chart 21

The Distribution of Economic Impact of Nonprofits in Berkshire County, 2006
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Table 22 reveals that nonprofit organizations in Berkshire County have annual expenditures over
$1.1 billion per year. Their impact on the local Berkshire County economy exceeds $1.9 billion
annually. Together Berkshire County nonprofits directly or indirectly generate over 25,000 jobs.

In the summer of 2006, the total number of jobs in County employers who report their employment
was approximately 65,200. Jobs generated in the nonprofit sector are about 38 percent of this.

Chart 21 presents the distribution of economic impact among the five types of nonprofit organizations.
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Calculating economic impact based on economic sector classification

In Tables 17 through 21 above, some of the same economic sectors appear in multiple tables.
For instance, in Berkshire County there are arts and culture organizations identified as Grantmaking
Organizations, just as there are grant making organizations in the education, health, human services,
and ‘other’ sectors. In terms of calculating economic impact, the analysis uses these economic sectors
because they provide additional information about the structure of inter-industry exchanges. Muse-
ums have a different pattern of purchases and sales than does a motion picture and video company,
although they both are in the nonprofit cultural sector. 7able 23 provides data on the impact of $1
million of expenditures in each of the sectors listed in 7ables 17 through 21, as well as the employ-
ment impact in terms of number of jobs generated.

Table 23 can be used to calculate the impact of a change in expenditures in any of these areas in
Berkshire County. An increased level of expenditures of $1 million per year in colleges, for instance,
would increase the overall level of economic activity in the county by $1.7 million and result in 22
new jobs. These figures can be scaled proportionately up or down to provide an evaluation for larger
or smaller organizations, or expansions or contractions of nonprofits.

Suppose, for example, that a small nonprofit nursing home and assisted living facility is established
in the county that has an annual operating budget of $1,320,000 per year. Table 23 indicates that such
organizations can be expected to generate $1,650,127 of overall economic activity and 25.7 jobs per
$1 million dollars of expenditures. We can then estimate the impact of this new nonprofit using the
following calculations:

. 1320000 _ . ..
Economic Impact = ———— x 1650127 = $2,178,168 increased economic activity
1000000
1320000
s = ———— x25.7 = 33.9 new jobs
1000000

The new facility can be expected to generate over $2 million in increased output of goods and
services in the county, and nearly 34 new jobs.

Suppose that there is interest not only in the total impact of a nonprofit, but in the impact on a
specific sector of the economy. Appendix Tables B2 through B6 can be useful for the analysis of some
situations. These tables present the impacts of selected sectors that include the county’s nonprofit
organizations, and indicate the impacts on each of the 23 economic sectors that have an employment
impact of at least 0.25 jobs in response to a $1 million expenditure in the sector.

To continue the example of the nursing home and assisted living facility, suppose that a restau-
rant owner is interested to know the possible impact of this new nonprofit on her business. 7able B4
indicates that the impact per million dollars of expenditures by Nursing Homes and Assisted Living
Facilities on the Food Services and Drinking Places sector is $53,763 in total output and 1.10 jobs.
A calculation similar to that illustrated above indicates that all restaurants and bars within the county
could be expected to increase total output by about $71,000 and to increase total employment in the
sector by approximately 1.45 jobs.
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Table 23
Economic and Employment Impact of $1 Million Expenditures

Sector Impact of $1 million Employment
Impact
Agricultural Support Activities $1,626,749 41.4
Child Day Care Services $1,479,410 23.7
Civic & Social Organizations $1,779,273 35
Colleges & Universities $1,687,165 21.6
Elementary & Secondary Schools $1,748,979 29
Fitness & Recreational Centers $1,682,796 37
Grantmaking & Social Advocacy $1,941,247 29
Home Health Care Services $1,595,514 26.6
Hospitals $1,602,228 14
Independent Artists $1,711,951 21.1
Information Services $1,585,461 9.1
Management & Consulting Services $1,683,819 14.6
Motion Picture & Video Industry $1,877,323 14.3
Museums $1,782,613 22.9
Newspaper Publishers $1,459,917 16
Nursing & Residential Care Facilities $1,650,127 25.7
Other Accommodations $1,614,483 14.3
Other Ambulatory Health Care $1,593,227 14.7
Other Amusements $1,528,715 19.5
Other Educational Services $1,601,542 28.1
Performing Arts Companies $1,746,291 42.9
Promoters of Performing Arts $1,519,792 25.2
Radio &TV Broadcasting $1,668,571 11.6
Religious Organizations $1,536,476 11.3
Scientific Research & Development $1,708,113 15.7
Social Assistance Organizations $1,633,544 28.3
Spectator Sports $1,489,231 16.8

Impacts of tourism and visitors to nonprofit organizations

In addition to the economic impact generated by the expenditures of nonprofit organizations, many
of the nonprofit organizations in Berkshire County attract visitors from outside of the county to their
site, and these visitors spend money in the county that otherwise would not be spent. Cultural venues,
health care, and colleges all attract visitors in varying degrees to partake in their services and offerings.

It is difficult to provide a precise estimate of the economic impact generated by visitors to all
Berkshire County nonprofits since most nonprofits will not have collected data on the number of
visitors they have per year and, more importantly, their addresses to that we can distinguish those
who are coming into the county and bringing income that they would otherwise spend in their home
county. We can, however, discuss generally the impact of visitors so that any nonprofit that has data
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on its number of non-local visitors per year can estimate the economic impact of these visitors. We
can also provide examples where we do have data in the areas of culture, education, and health care.

Table 23 provides the economic and employment impact of 100,000 nonlocal visitors to the county.
We differentiate visitors to cultural venues from non-cultural visitors because research in Massa-
chusetts has found that cultural visitors spend approximately twice as much as non-cultural visitors
during their visit.

Table 24
Visitor Impact

Impact per 100,000 | Employment per 100,000 Impact per 100,000 Employment per 100,000
Cultural Visitors Cultural Visitors Non-cultural Visitors Non-cultural Visitors

$8,849,497 115 $4,425,807 57.5

We see from Table 23 that every 100,000 nonlocal visitors to Berkshire County cultural organiza-
tions increases economic activity by $8.8 million and supports 115 jobs in the county. The figures
for visitors to noncultural organizations is one-half this amount. 7able B7 in the appendix presents a
more detailed look at the impacts of visitors, including impacts on all industrial sectors that experi-
ence at least 0.2 jobs per 100,000 visitors.

Table 24 presents data we have on a subset of nonprofits in the county in terms of their nonlocal
visitors and the economic and employment impact of these visitors. It is important to keep in mind
that these are the number of visitors to the organization from outside of the county, not the total
number of annual visitors.

Table 25
Impact of Visitors to Exemplary Berkshire County Nonprofits
Nonprofit Organization # Nonlocal Visitors| Economic Impact| Employment Impact
Annually
MASS MoCA 100,000 $8,849,497 115
Tanglewood 310,000 $27,443,441 357
Williams College 12,000 $531,097 7
North Adams Regional Hospital 11,000 $486,839 6
Total 433,000 $37,310,874 485

We can see from 7able 24 the way in which many nonprofit organizations in Berkshire County
have significant economic impact beyond that generated by their organizational expenditures alone.
Attracting visitors into the county, where they spend money that would not otherwise be spent here,
creates its own significant level of economic impact.
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Summary of economic impacts of the nonprofit sector

This section has identified the primary economic impacts of the nonprofit sector on the Berkshire
Economy. The main points are:

Overall, the nonprofit sector is of great importance to the local economy. It directly and indirectly
generates over $1.9 billion in economic activity, in a county whose total production of goods and
services is approximately $5.2 billion.

The nonprofit sector directly and indirectly generates over 25,000 full and part-time jobs in the
County, accounting for as much as 38% of local employment.

The nonprofit health care subsector is the largest of the broad nonprofit subsectors analyzed. It
directly and indirectly generates over $970 million in local economic activity, and accounts for over
10,700 jobs either directly in the sector itself or in the sectors that are expanded by its presence.

The education and humans services subsectors are the second and third largest subsectors, respec-
tively, of the nonprofit world in Berkshire County. Combined they generate about as many jobs as
health care and over $720 million in local economic activity.

The arts and culture subsector generates about $145 million in local economic activity and nearly
2,700 jobs. While smaller than the other major subsectors, it has exhibited robust growth during
the past decade. It is also the draw for many of the visitors to the region.

Many visitors are drawn to Berkshire County to visit nonprofit organizations. While data on total
visitors are limited, conservative estimates are that these visitors add another $37 million in local
economic activity and 485 full or part time jobs.
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V. Conclusions

The nonprofit sector is one of the most important sectors in the economy of Berkshire County,
playing a larger role relative to the local economy than is true for the state of Massachusetts as
a whole, and much larger than is true of the US economy. Within the past decade, the County’s
nonprofit sector has strengthened and become arguably more robust. In 1996 the average assets per
reporting nonprofit in Berkshire County was approximately equal to amount of assets held by the
average nonprofit nationwide. By 2006 this number had increased significantly in Berkshire County
but remained stagnant nationwide. While averages can obscure considerable variation in circum-
stances, overall the County’s non profit sector appears to be robust when compared with the non-
profit sector nationwide.

The nonprofit sector in Berkshire County generates very significant economic impacts. If through
some catastrophe the nonprofit sector were to disappear from Berkshire County, our estimates
suggest that the size of the local economy would shrink by over 40%, and the number of jobs in the
county would decline proportionately.

The nonprofit sector is a collection of organizations that provide goods and services in a way that
serves a broad public benefit. In many cases these benefits are properly understood as of primary
importance to the community. Because of the label “nonprofit” however, the sector is sometimes
thought to be a relatively insignificant part of the local economy that generates few economic
impacts. The analysis presented in this report shows that this is not the case. The nonprofit sector
is essential for the economic health of Berkshire County.
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Appendix A

Working with the National Center for Charitable Statistics (NCCS) Dataset

There are some limitations of the data collected from Form 990s that are identified and explained
by the NCCS." In examining the data for Berkshire County we have come across all four of the
issues raised and we have addressed them to the extent possible."

1. Large organizations that dominate a sector, such as education or healthcare, may change
reporting practices over time, and this change may make it appear as though a trend exists
when in fact there is none. We found cases where the code for a nonprofit organization changed
over the time period we studied. For instance, an organization might be listed as educational in
its 1996 IRS filings but as cultural in its 2006 filings, even though its mission and primary focus
remained the same throughout the period. Examples of this include Hancock Shaker Village,
MASS MoCA, and Barrington Stage Company. In examining growth trends in nonprofit sectors
we assigned, in situations such as these, the 2006 code to all three years (1996, 2001, and 2006)
so as to not inflate the growth in one sector (such as the cultural sector).

2. Parent organizations may file returns for its affiliates, inflating the number of nonprofit organiza-
tions that appear in one city. There are two significant instances where nonprofit organizations
are a significant part of the Berkshire County nonprofit sector but are absent in the NCCS data
because they are ‘embedded’ in larger organizations based outside the county. One is Tanglewood,
summer home of the Boston Symphony Orchestra, which reports a single set of financial data
on its Form 990. Similarly Simon’s Rock College in Great Barrington is ‘embedded’ in Bard
College located in Annandale-on-Hudson, New York. No separate Form 990 is filed for Simon’s
Rock College and Simon’s Rock is not mentioned specifically in Bard College’s 990. As a result
we do not have trend data for Tanglewood and Simon’s Rock College for the years 1996, 2001
and 2006. We have obtained information on the 2006 annual expenditures of the two organiza-
tions, however, and thus can include them in our analysis on the economic impact of nonprofits
in Berkshire County.

3. Some dominant organizations may appear as suspicious financial outliers and may need to be
checked one by one. There exist some large nonprofits in Berkshire County with which we are
unfamiliar. We have verified, where possible, the data of these organizations by checking their
990 filings available on GuideStar.'

4. Errors may be found as one works closely with the data. The most common error we found that
was easily verified and corrected involved data entry mistakes related to the name of the town
where the organization is located. For instance, in the data received from NCCS, Pittsfield is
misspelled as ‘Dittsfield’ in two instances; Great Barrington is misspelled at ‘Great Barrinqton’,
etc. We corrected obvious mistakes in the data set as we came across them.

14 Guide to Using NCCS Data, August 2006, http://nccsdataweb.urban.org/kbfiles/742/NCCS-data-guide-2006¢.pdf
, pp- 9-11, accessed 4/22/2009.

15 In working with data for the Commonwealth of Massachusetts, it is not possible to check the data one organiza-
tion at a time in the same way due to the sheer volume of nonprofit organizations in Massachusetts.

16 http://www.guidestar.org/, accessed 4/20/2009.
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Berkshire

Chamber of Commerce
Downtown Pittsfield Office Northern Berkshire Office
75 North Street, Suite 360 6 West Main Street
Pittsfield, MA 01201 North Adams, MA 01247
Phone: (413) 499-4000 Phone: (413) 663-3735
FAX: (413) 447-9641 Fax: (413) 664-1049

www.berkshirechamber.com



