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While the nonprofit
sector continues to
be the smallest of
the sectors in
terms of number of
employees, it has
been outpacing
business and
government vis-a-
vis percentage
growth in
employment. This
growth, say the
authors, is
considerable in
both size and
reach, and means
that more and
more Americans
are working in or
for a nonprofit
across all major
industries—some
of which directly
compete with
business and
government
services and goods.
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The Nonprofit Workforce:
By the Numbers

by Brice McKeever and Marcus Gaddy

ONPROFIT ORGANIZATIONS, IN ADDITION TO THE
important social roles they play, are
powerful contributors to the economy.
Most are public charities, classified

under Internal Revenue Code section 501(c)(3)

(along with private foundations), and include arts,

culture, and humanities organizations; education

organizations; healthcare organizations; human
services organizations; and other types of organi-
zations to which donors can make tax-deductible
donations. Others are spread across the nearly
thirty other nonprofit classifications, which
include groups like labor unions and business and
professional associations. These mission-based
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organizations provide jobs and wages as well as
opportunities for entrepreneurialism, leadership,
and professional development. The consider-
able growth in the size and reach of the nonprofit
economy means more and more Americans are
finding themselves working in or for a nonprofit
across all major industries. As a result, the sector
provides a wide range of paid positions for doctors,
researchers, educators, artists, executives, care
providers, lawyers, and many others who, along
with the subsectors they represent, furnish alter-
natives to (and in some cases, like nursery schools
and hospitals, directly compete with) business and
government provision of services and goods. All
told, the more than 1.4 million registered nonprofit
organizations in 2013 employed over 10 percent of
the domestic workforce and accounted for around
5 percent of GDP.

This article provides estimates of the total non-
profit wages and employment for the sector in
2013—the most recent period for which data are
available—and analyzes these findings in com-
parison with the other pillars of the U.S. economy:
the government and business sectors.!
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More than half of all
nonprofit workers

are employed by the
healthcare and social
assistance industry.. ...
In 2013, this industry
employed over a million
more nonprofit workers
than itdid in 2003,
showing the largest
absolute growth in
number of employees of

any nonprofit subsector.
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Employment
Nonprofits, like all firms, use inputs—labor and
capital—to produce goods and services. The non-
profit sector employed over 14.4 million people
(estimated) in 2013. Many of these employees are
concentrated in the health services and educa-
tion fields. The nonprofit sector has experienced
aperiod of sustained growth over the past decade.
As Table 1 demonstrates, the number of employ-
ees increased 14.0 percent from the 2003 level of
12.7 million employees. This represents nearly
a percentage point increase in the nonprofit
share of the economy, from 9.7 percent in 2003 to
10.6 percent in 2013. A major driver of this employ-
ment growth is the increased demand for health-
care services, which is driving growth in hospitals
and healthcare organizations. More than half of
all nonprofit workers are employed by the health-
care and social assistance industry (54.8 percent),
which includes hospitals, mental health centers,
crisis hotlines, blood banks, soup kitchens, senior
centers, and similar organizations. In 2013, this
industry employed over a million more nonprofit
workers than it did in 2003, showing the largest
absolute growth in number of employees of any
nonprofit subsector.

Nonetheless, the nonprofit sector is still the
smallest of the sectors in terms of employee count.
There are still considerably more people employed

by business than by nonprofits—about seven
times as many. But over the 2003 to 2013 period,
nonprofits outpaced businesses and government
in their percentage growth in employment.

Between 2003 and 2007, the years leading
up to the recent recession, employment in the
nonprofit sector and the business sector grew
at a similar rate, both slightly higher than the
growth of government employment. Yet, during
the recession—from 2007 to 2010—growth in the
nonprofit sector outpaced that of government and
business employment: nonprofit employment
rose 3.5 percent, while government employment
remained relatively flat (1.2 percent growth) and
business employment fell by 8.2 percent. With the
end of the recession, however, the U.S. economy
has been rebounding. From 2010 to 2013, non-
profit growth in employment (3.6 percent)
was surpassed by renewed growth in business
(6.7 percent). On the government side, employ-
ment has declined slightly in the postrecession
years (2.9 percent).

Wages

In 2003, nonprofit organizations paid an estimated
$425 billion in wages. Ten years later, in 2013,
total nonprofit wages had risen to $634 billion.
This increase in paid wages represents a growth
of 49.2 percent (17.8 percent after adjusting for

Table 1. Number of Employees by U.S. Economic Sector, 2003—2013 (thousands)

Year Total U.S. workers® Business Nonprofits® Government

2003 130,315 96,073 12,662 21,580

2004 131,732 97,296 12,818 21,618

2005 133,996 99,263 12,929 21,804

2006 136,404 101,272 13,156 21,975

2007 137,935 102,262 13,453 22,219

2008 137,170 100,910 13,757 22,503

2009 131,221 94,811 13,857 22,553

2010 130,269 93,850 13,929 22,490

201 131,843 95,718 14,033 22,092

2012 134,098 97,950 14,231 21,918

2013 136,394 100,117 14,429 21,849
Sources:a. U.S. Department of Labor, Bureau of Labor Statistics, Current Employment Statistics (2003—13). b. Authors’ calculations based on U.S. Census Bureau,
Economic Census (2002, 2007, 2012); U.S. Department of Labor, Bureau of Labor Statistics; and Urban Institute, National Center for Charitable Statistics, Core
Files (Public Charities, 2003-13)
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inflation). In 2013, the majority of all nonprofit
wages (57.1 percent) were paid by healthcare
and social assistance organizations. In particu-
lar, hospitals, residential care facilities, and
ambulatory healthcare services account for just
under half (49.4 percent) of all nonprofit wages.
Wages for hospitals grew from $196.1 billion in
2003 to $313.2 billion in 2013, by far the largest
absolute growth of any industry during the same
period. Remove hospitals from the employment
trend, and nonprofit wages from 2003 to 2013
grow more slowly—40.1 percent, compared with
49.2 percent. The second largest nonprofit indus-
try by wages paid falls under the label “other ser-
vices.” This subsector accounts for 17 percent
of total nonprofit wages in 2013. This category
includes grantmaking foundations; fundraising
and other supporting organizations; professional
societies and associations; groups promoting or
administering religious activities; cemeteries;
human rights organizations; advocacy organiza-
tions; conservation and wildlife organizations;
and others. The educational subsector, which
includes organizations such as colleges, elemen-
tary schools, technical schools, exam-preparation
outfits, hockey camps, and dance instruction,
makes up the third largest segment of wages,
at 16.3 percent. Higher education accounts for
two-thirds of educational services wages and over
10 percent of total nonprofit sector wages.
Across all industries, average annual non-
profit compensation increased from $31,501 in
2003 to $43,178 in 2013—a 37.1 percent increase
(8.3 percent after adjusting for inflation). These
data, however, do not take into account dif-
ferences in nonprofit wages between staff and
executives. Nor do they take into account the
significant variation by subsector. The finance
and insurance industry and the utilities industry
both had average annual wages of about $97,000
per employee in 2013, the highest of any nonprofit
subsector. On the other end, nonprofit employees
in the accommodation and food services industry
received the lowest average annual compensa-
tion in the nonprofit sector: under $21,000. The
low average pay is in part because this industry
includes camp organizations, which hire many
seasonal employees. The industry with the next
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lowest compensation is the social assistance
industry, with annual compensation of about
$26,500. This industry, which also tends to be
among the lowest paying in the for-profit sector,
includes community, food, child and youth,
elderly, and disabled services.

As noted above, the average annual nonprofit
compensation increased by over 37 percent
between 2003 and 2013. Yet this growth also varied
by industry, as some nonprofit subsectors saw con-
siderable growth in average compensation over the
ten-year period, while others did not. At the high
end, the average annual compensation for the pro-
fessional, scientific, and technical services subsec-
tor rose about 55.7 percent between 2003 and 2013
(23 percent after adjusting for inflation)—growing
from just over $53,000 to about $82,500. The infor-
mation subsector saw the second highest growth
in average compensation, with a growth rate of
just under 50 percent (18 percent after adjusting
for inflation) between 2003 and 2013—rising from
just over $59,000 in 2003 to about $88,500 in 2013.
Finally, although the agriculture, forestry, fishing,
and hunting subsector reported below-average
annual compensation in both 2003 and 2013 (less
than $23,000 in 2003 and just under $33,500 in
2013), its average annual compensation grew at
a higher-than-average 45.8 percent (15.2 percent
after adjusting for inflation).

At the low end, the arts, entertainment, and
recreation subsector saw the smallest growth
in average annual compensation, increasing
from about $24,500 in 2003 to about $29,000 in
2013. This represents a growth of 19 percent (a
decline of 6 percent after adjusting for inflation).
The transportation and warehousing subsector
experienced the next smallest amount of growth
between 2003 and 2013, at 25.9 percent (a rela-
tively flat -0.6 percent after adjusting for inflation).
The accommodation and food services subsector,
in addition to having lower-than-average annual
compensation (as noted above), also grew rela-
tively little in compensation between 2003 and
2013—about 27.2 percent (0.5 percent after
adjusting for inflation).

In addition to paid workers, unpaid volunteers
supply billions of hours of time annually. In 2013,
the value of volunteers, calculated using average
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Because nonprofits are
fairly labor intensive,
they make more of a
contribution to the
economy as employers
of labor than to Gross

Domestic Product.
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private wages, was worth $167.2 billion to the
sector. The combination of nonprofit wages and
volunteer labor exceeded $801 billion in 2013, and
volunteers accounted for over 26 percent of this
combined total.

Even without accounting for volunteer labor,
nonprofit wages grew slightly ahead of the busi-
ness and government sectors in the 2003-13
period (see Table 2).

Contribution to the Economy

Because nonprofits are fairly labor intensive, they
make more of a contribution to the economy as
employers of labor than to Gross Domestic
Product (GDP). In 2014, nonprofits contributed
$937.7 billion to the economy, which equates to
5.4 percent of GDP (see Table 3). This is slightly
up from 5.2 percent in 2003, but down from the
2009 level of 5.6 percent.

Table 2. Total Annual Wages by U.S. Economic Sector, 2003-2013 ($ billions)?

General
Nonprofit government Households
425.0 823.6 13.9
4442 857.8 14.8
458.4 895.0 15.0
482.5 935.1 16.1
506.5 985.0 17.7
539.9 1,037.8 18.6
558.0 1,069.8 16.7
571.2 1,086.5 14.8
590.1 1,090.0 15.9
617.3 1,094.6 16.8
634.0 1,103.3 17.6

Source: Authors’ estimates based on U.S. Census Bureau, Economic Census (2002, 2007, 2012); U.S. Department of Commerce, Bureau of Economic Analysis,
National Income and Product Accounts (2015); U.S. Department of Labor, Bureau of Labor Statistics, Quarterly Census of Employment and Wages (2003-14);

Year Total Business
2003 5,146.1 3,883.6
2004 5431.2 41144
2005 5,703.1 4,334.7
2006 6,068.8 4,635.1
2007 6,405.7 4,896.5
2008 6,543.6 4,947.3
2009 6,260.0 4,615.5
2010 6,385.6 47131
2011 6,041.3 49453
2012 6,938.9 5210.2
2013 71234 5,368.5
and Urban Institute, National Center for Charitable Statistics, Core Files (Public Charities, 2003-13)

Table 3. Gross Value Added to the U.S. Economy by Sector, 2003—2014 ($ billions)

Year GDP Business
2003 11,510.7 8,669.9
2004 12,2749 9,268.6
2005 13,093.7 9,919.9
2006 13,855.9 10,514.0
2007 14,477.6 10,981.5
2008 14,718.6 11,019.9
2009 14,418.7 10,597.5
2010 14,964.4 11,059.7
201 15,517.9 11,536.4
2012 16,155.3 12,097.2
2013 16,663.2 12,524.0
2014 17,348.1 13,077.8

Households NPISH General government
8284 598.6 1413.7
879.5 631.4 1,495.4
944.0 655.5 1,5743

1,000.6 688.8 1,652.5
1,028.7 7209 1,746.5
1,086.6 768.7 1,843.5
1,110.1 803.5 1,907.6
1,111.4 817.4 1,975.9
1,130.4 843.9 2,007.1
1,147.6 881.8 2,028.6
1,180.5 905.9 2,052.7
1,234.6 937.7 2,098.0

Source: U.S. Department of Commerce, Bureau of Economic Analysis, National Income and Product Accounts, table 1.3.5 (2015)
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It is important to keep in mind that although
these are the best estimates of the sector’s con-
tribution to the economy, these values underesti-
mate the contribution of nonprofits. The Bureau
of Economic Analysis (BEA) at the Department of
Commerce measures the size of the U.S. economy.
It divides the economy into four sectors: govern-
ment, business, households, and nonprofit insti-
tutions serving households (NPISH). The BEA
definition of nonprofit organizations varies from
the IRS definition. The BEA's NPISH definition
does not include all tax-exempt organizations.
It excludes organizations that serve businesses,
such as chambers of commerce, and nonprof-
its such as credit unions and university presses
that are also counted as serving business because
they sell goods and services in the same ways
as do for-profit businesses. Nonprofits that fall
under the NPISH definition include those that
provide services in one of the following five cat-
egories: religious and welfare (social services,
grantmaking foundations, political organizations,
museums, and libraries); medical care; education
and research; recreation (cultural, sports, and
civic and fraternal organizations); and personal
business (labor unions, legal aid, and profes-
sional associations).

Readers should note that comprehensive non-
profit employment data are among the most
significant and largest areas of missing data on
the nonprofit sector. Data on nonprofit wages or
employment by industry are not published annu-
ally, and what data are available are limited—
either by industry or by time periods covered. In
addition, the total number of nonprofit organiza-
tions operating in the United States is unknown,
because religious congregations and organiza-
tions with less than $50,000 in annual revenue are
not required to register with the IRS.

This article presents the authors’ estimates of
nonprofit employment and wages using available
data. While these estimates attempt to capture
nonprofit-sector employment and wages by
combining estimates from both government and
nonprofit sources, there is still no single source
for nonprofit salary and employment data. The
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Bureau of Labor Statistics recently released a
series of research data on employment, wages,
and establishment figures for nonprofit institu-
tions. The BLS data reports employment and
wages for organizations exempt under section
501(c)(3) of the Internal Revenue Code but not
for the nonprofit sector as a whole.

NortEs

1. The authors’ estimates throughout this article are
based on the following: U.S. Census Bureau, Eco-
nomic Census (2002, 2007, 2012); U.S. Department of
Commerce, Bureau of Economic Analysis, National
Income and Product Accounts (2015); U.S. Depart-
ment of Labor, Bureau of Labor Statistics, Quarterly
Census of Employment and Wages (2000-14); and
Urban Institute, National Center for Charitable Sta-
tistics, Core Files (Public Charities, 2000-13).

2. These figures only include actual wages paid; they
do not reflect volunteer labor. Values are not adjusted
for inflation.

3. Value added by the business sector equals gross
domestic product excluding gross value added by
households, nonprofit institutions serving house-
holds, and general government. Government enter-
prises are classified as part of the business sector,
as are nonprofits serving business. Value added by
nonprofit institutions serving households equals com-
pensation of employees of nonprofit institutions, the
rental value of nonresidential fixed assets owned and
used by nonprofit institutions serving households, and
rental income of persons for tenant-occupied housing
owned by nonprofit institutions. Value added by the
general government equals compensation of general

government employees plus general government con-

sumption of fixed capital.

To comment on this article, write to us at feedback
@npgmag.org. Orderreprints from http://store.nonprofit
quarterly.org, using code 230302.
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