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EXEGUTIVE SUMMARY

San Diego County is home to a growing and dynamic nonprofit sector working on the frontlines to
serve families and communities while also advancing innovative solutions to the region’s most urgent
challenges. To support our community and regional leaders to be informed partners with the
nonprofit sector, this annual report provides relevant and current information on the health and
impact of the sector. This report draws from a variety of data sources, including:

e Quarterly polls of San Diego residents, in partnership with Luth Research
e Annual survey of nonprofit leaders

o Afirst-of-its-kind survey of local foundation leaders, developed in partnership with Catalyst of
San Diego and Imperial Counties

e Nonprofit and Private Foundation financial data from the IRS
¢ Nonprofit employment data from the California Employment Development Department (EDD)

e San Diego County trend data on indicators of quality of life from the Equinox Project’s Quality
of Life Dashboard

e San Diego County data on nonprofit job postings and wages from NPWorks.org

Collectively, these data document a thriving nonprofit sector that is very much in need of ongoing
support to sustain and enhance its capacity to address the pressing problems facing our region. Some
noteworthy developments highlighted in this year's report include the following:

Nonprofits play an essential role in uplifting residents across the region. In this latest research, most
San Diegans report that they have benefitted from nonprofit services, ranging from the arts to
education to health to protecting clean air, clean water, and vibrant natural areas. While the data
indicate San Diegans do not fully understand the role of nonprofits in improving community well-
being, public confidence in the region’s nonprofits to act on the public’s behalf remains higher than
their confident in corporations or government to do the same.

Many San Diegans are questioning if they can remain in San Diego County due to the lack
affordable housing, inflation, and the related high cost of living. The housing crisis is forcing
residents - including those who work in the nonprofit sector - to rethink staying in San Diego.
Likewise, the high cost of living is increasing demand for nonprofit services as the need for basic
support services grows. Inflation is driving upward pressure on wages while depressing the value of
charitable gifts and assets, threatening the financial stability and strength of the nonprofit workforce.

Nonprofits are collaborating. For years, funders, government, and the public have called on
nonprofits to increase efficiency and impact by collaborating more. Our research shows clear evidence
that nonprofits are collaborating in numerous ways. Many organizations are participating in coalitions,
partnering to deliver programs, and, in some cases, even formally merging. These collaborations are
happening with government, bi-nationally, and across tribal groups. Most promising is the finding
that nonprofit leaders believe these collaborations are improving outcomes for communities.

Increasing diversity in leadership continues to be a focus for nonprofits and philanthropy, but
progress is slow. While organizations have enacted practices to increase diverse representation in
staff and board leadership, the data indicate that leadership at nonprofits and foundations is still
predominantly white. The smallest organizations tend to have more diverse leadership than larger
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organizations. In terms of gender equity, nonprofit CEOs are more likely to identify as a woman than a
man, transgender or non-binary/non-conforming, but the largest organizations are more likely to be
led by a man.

Increasingly, nonprofits and funders alike recognize the far-reaching impacts of climate change on
the San Diego region’s quality of life. Many nonprofit organizations are making changes to their
operations to reduce their polluting emissions and enhance resilience to our changing climate.
Likewise, some nonprofits and funders are factoring climate change into their decision-making, as well
as engaging in advocacy and collaboration efforts.

Nonprofit leaders recognize many foundations are enacting desired practices. These practices
include providing unrestricted funding and multi-year support; reduced application and reporting
burden; greater transparency; and listening to community needs. However, funders are still primarily
funding well-established organizations, making it difficult for smaller, grassroots organizations to
compete.
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NONPROFIT SECTOR UPLIFTS COMMUNITIES
We All Benefit from Nonprofits

Nonprofit organizations play a critical role in benefiting society by enriching our quality of life and
addressing a wide array of community challenges. Nonprofits often address critical needs that the
private and public sectors either cannot or will not meet. Moreover, they foster a sense of community
and collaboration, mobilizing volunteers, donors, and stakeholders to work together for common
goals.

In a 2023 quarterly poll of San Diegans, conducted in partnership with Luth Research, 83 percent
reported having benefitted from services provided by nonprofits in the past 12 months. Figure 1
shows that more than half of San Diegans benefitted from nonprofits that focus on improving our
health, connecting us to the arts, and protecting our environment and the well-being of our animals.

Figure 1: Percent of San Diego Residents that Said They Benefitted from Nonprofits

Higher

Education | Volunteer / Scholarship /

Envionment, == i @ B 0000 Charitable Events

Wildlife, Animal -—-----"Z
MY @\ 30% / 2 \COEEeee Religious Organizations
Sports and Recreation
83% \'’ Programs
Arts and
Culture of San Diegans
Report They Benefitted m_ PreK-12 Education
from a Nonprofit
in the Past
12 Months _ Social and Human
Services
Healthand Y 4 \&aO Y --—--- Neigh'bo'rhood
Hospitals ~ 5% Associations
> Civil Rights and Advocacy
N International

In addition to the direct benefits nonprofits provide the public, they also work with government and
private partners to advocate for policy improvements and systems change efforts that promote
economic resilience, increase equity in our living conditions, inform and educate our children and the
public, and protect clean air, clean water, and our natural habitat.
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Given we all benefit from nonprofits, we also share in Figure 2. San Diego Residents’ Belief

the responsibility to support them. Based on our in Ability to Make a Difference
quarterly poll of San Diego residents, Figure 2 shows o
that most San Diegans (67%) believe they have the Itis in my power C] 67%
power to make a difference in their communities by to improve the
personally giving to or volunteering for nonprofits. Ten welfare of others, Cl 12%
years of polling indicate that San Diegans consistently by r.je.rsonally
show up to volunteer their time and donate to causes e, oy
that are important to them. volunteering. 0 21%
19% 1% @
0 0
of San Diegans of San Diegans
Donated to a Nonprofit Volunteered for a Nonprofit
(in Quarter 2, 2023) (in Quarter 2, 2023)

As Figure 3 shows, food banks, animal-related causes, and religious organizations were at the top of
the list of causes people donated to in 2023. Despite concern about climate change and
homelessness, fewer San Diegans reported donating to these organizations that address these issues.

Figure 3. Causes San Diegans Donated To, 2023

Food Banks/Pantries _ 38%
Animal-Related, Zoos, Wildlife _ 31%
Religious Organizations _ 30%
Housing and Shelter _ 19%
Youth Development _ 19%
Environment _ 17%
PreK-12 Education _ 17%
Arts & Culture _ 16%
Health _ 16%
Veterans Support Organizations _ 16%
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Public Trust in Nonprofits to Address Gommunity Challenges

Through many years of quarterly polls, we have demonstrated that San Diegans lack awareness about
what constitutes a nonprofit and the role they play in society. Despite this knowledge gap, San
Diegans trust their local nonprofits to improve the welfare of all San Diegans.

Public confidence in San Diego’s nonprofits has historically been high, particularly in comparison to
corporations and government. However, Figure 4 indicates that confidence in all three sectors among
San Diego residents has declined gradually over the past four years. This will be important to continue
to track as nonprofit confidence is correlated with increased volunteering and giving.'

Figure 4. San Diego Residents’ Confidence in Local Institutions

100%

8]. % o T 84% 82% 81% 81%

80%
NONPROFITS

60%
i

0 40%
CORPORATIONS 20%

20%

10%
0%

2019

Figures 5 illustrates, compared to local
government and businesses, nonprofits
are the institutions most trusted by the
public to act on their behalf and promote
positive social change. As a key partner
with government that supports their
primary role of acting on behalf of the
public, it is important for nonprofits to
have a high degree of public trust.
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Growing Concerns in the Region

San Diego County residents are living in a time of dynamic change, making it more important than
ever that our nonprofit sector is economically stable and supported so they can continue to provide
the wide-range of essential services that our community depends on to weather these changes. The
lasting effects of the Covid-19 pandemic, economic volatility, climate change, and political
polarization have contributed to uncertainty in our work and personal lives. In our quarterly polls of
San Diego County residents, we have found that people are growing increasingly alarmed about many
issues. As Figure 6 shows, homelessness, housing, hunger and poverty, climate change, and mental
health are primary areas of concern for residents. As denoted by an asterisk, San Diegans have an
elevated level of concern for many of these issues in 2023 compared to 2022.

Figure 6. Top Ten Issues San Diego Residents are Concerned about in 2023
Homelessness

Affordable Housing*

Hunger and Poverty

Climate Change*

Adult Mental Health*

Child/Youth Mental Health*

Employment Opportunities
with a Living Wage

Wildfires

Racial Justice*

Public Safety (Police, Fire,
Emergency Rescue, etc.)

0% 20% 40% 60% 80% 100%
. Alarmed .Concerned Cautious . Indifferent . Unconcerned . Unworthy of Consideration

*Elevated concern in 2023 compared to 2022. Note, 'Homelessness’ and ‘Hunger and Poverty’ are new survey questions.
According to the same polls of San Diego residents, these issues are leading many San Diegans to

consider whether they want to or can remain in San Diego County. Figure 7 shows that nearly two-
thirds of San Diegans are considering moving out of San Diego County.

Figure 7. Percent of San Diegans Considering Moving Out of San Diego

4% Not Sure
Reasons:

34% Not at All 3 8 % E) 159 It is too expensive

to live in San Diego
of Respondents are

Somewhat Seriously

22% Somewhat Seriously ~ Considering Moving Out
of San Diego

San Diego County’s
130/ policies and laws
0 donot reflect my
political views

16% Very Seriously
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At The Nonprofit Institute, we track 16 economic, environmental, and equity indicators of quality of
life in the region through the Equinox Project Quality of Life Dashboard. Our data show that San
Diegans have reason to feel the elevated level of concern demonstrated in the previous table. The
following data points from the Quality of Life Dashboard highlight the region’s increasingly
unsustainable high cost of living - largely due to the lack of affordable housing, persistent income
inequality across ethnic/racial lines, and threats to our historically mild climate, beautiful beaches, and
natural areas.

Quality of Life Challenges for the San Diego Region

f } The percent of residents who can afford to purchase a home in
HOUSING San Diego County is half of what it was 10 years ago. In 2022,
y y

only 19% of residents could afford to purchase a median-

priced house.

The number of individuals experiencing homelessness has

HOMELESSNESS increased. According to the San Diego County Point-In-Time
Count, the number of has increased from 7,638 in 2022 to
8,425 in 2022

The self-sufficiency standard (defined as the annual income
) people need to meet their basic necessities) has been steadily
SELF-SUFFICIENGY increasing since 2011. In 2021, the self-sufficiency standard

=
E STANDARD for a family with two adults and two school-age children
was $94,895.
m RACIAL The median household income for Black residents was roughly
@ $40,000 less and for Latinx residents was $28,000 less than
INEQUITIES White residents.
In the past decade, San Diego has seen the five warmest years
CLIMATE since 1895. In the San Diego region, the number of days where
CHANGE the air quality was rated as 'Unhealthy for Sensitive Groups'

increased from 16 days in 2021 to 25 days in 2022.
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NONPROFITS IN AGTION TO MEET GOMMUNITY NEED
Nonprofits Face Increased Demand for Services
10% il

As Figure 8 shows, nonprofit leaders reported increases in demand

for their services. Notably, 40 percent reported that demand has Report Being Able to Meet
increased substantially and 38 percent reported it has increased All of the Increased Demand
moderately over the past 12 months. In particular, environmental

organizations reported the greatest increase in demand over 0

the past two years, a sign that awareness about the impacts of 52 /g

climate change is growing. Currently, nonprofits do not appear
positioned to fully meet the needs of the community. Fifty-two
percent of leaders reported having a waitlist for services and just
10 percent of respondents reported they have been able to meet
all of the increased demand for their services this year.

of Nonprofit Leaders Report
They Currently Have
Waitlists for Their Services

Figure 8. Demand for Services

TOTAL 77% 16% 7%

Environment 91% 9%
Human Services 79% 13% 8%

o IO
Mutual Public Benefit (Civil Rights,
Commmunity Development, Advocacy)

79% 21%

Arts, Culture, and Humanities 76% 17% 7%
@ Education 76% 19% 5%
®m Demand has m Demand has ®m Demand has
Increased Remained the Same Decreased
According to nonprofit leaders, the causes of increased demand fell into two primary categories:
Increased community need due to Increased capacity on the part of
social-economic challenges such as the nonprofits to improve awareness of
lack of affordable housing, inflation, their services and expand their reach
and increased mental health concerns
“Increase in the cost of living in “We hired a new executive director
San Diego, housing cost, and salaries who is both marketing-savvy and
have not increased proportionately.” focused on our mission to

- Human Services the community. A good combo.

- Human Services
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Gollaboration and Partnership

Nonprofits meet increasing demand for their services through

collaboration. Such partnerships take myriad forms running of Organizations

the gamut from loosely structured collaborations to tight o/ Collaborate with
alliances to formal mergers. As indicated in Table 1, this year, 4” /[l Indigenous-Led Groups
78 percent of the nonprofits we surveyed reported being or Tribal Governments
involved in a coalition or collaborative effort and 65 percent

partnered with another organization to deliver services. More of Organizations

than one-quarter (28%) are formally tied to another 0/ Reported Collaborating
organization. Nearly all have found that such partnerships 25 /[l Cross-Nationally

improve outcomes for the communities they serve as with Mexico
illustrated in Figure 9.

Table 1. Forms of Collaboration
“l am seeing more nonprofits looking

at larger issues that affect more than Participated in coalitions, collaboratives, 78%
just San Diego County (climate networks, or collective impact initiatives

change, social justice, etc.). Worked with another organization to
There also seems to be more deliver a program but each organization 65%

has its own governance

collaboration (or perhaps that's

what | hope). [There is] more work Worked with another organization and 17%

reaching across the border and shares administrative functions

acknowledging that we share many LegaIIy linked with another organization
of the same issues.” with shared governance and/or merged 11%

into a single organization

- Arts, Culture, and Humanities

that Collaboration Improved Outcomes for
Communities

0 /.Q\.‘ Figure 9. Extent to Which Nonprofits Perceived
88% @s8)

of Organizations Collaborated
in at Least One Way and 2% - Not at All
Many Collaborated in Multiple Ways

Some Extent Very Great Extent

36% :‘g 6%  26%

of Nonprofit Leaders Reported
Wanting Support Little Great Extent
Collaborating with Others Extent
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Addressing Glimate Ghange

Addressing climate change has become a high priority for nonprofit organizations. Similar to the San
Diegans polled for this report, nonprofit leaders recognized the effects of climate change on
seemingly unrelated aspects of life like mental health, cost of living, and food security. Nonprofits
reported working to address climate change in numerous ways, and the majority were focused on
making changes to their operations to reduce their organization’s carbon footprint. As shown in
Figure 10, approximately one-third of respondents were more actively engaged in working to address
climate change by joining coalitions, advocating for policies, and providing direct programs.
Interestingly, in a survey of local foundations, nearly half reported applying a climate lens to their
funding decisions.

Figure 10. How Nonprofits are Adapting to Climate Change

Intentionally made changes to our
operations to reduce our carbon footprint

Had conversations at the board or
staff level about implications of
climate change for our work

Joined collaborations with

nonprofits or public agencies
to address climate change

Advocated for policies
that address climate change

Directly provided services/programs
to address climate change

29%

mYes m Not yet, but plan to
in the next 12 months

Subsectors Most Doing this Work: .
43%

HUMAN of Foundations
ENVIRORNENT SERVIGES . areApplyinga

Climate Lens to
Funding Decisions

MUTUAL, PUBLIC, AND (Data from

ED%WEIHUN’ SOCIETAL BENEFIT | “orneerene”
1 N 5 These organizations are much
Respondents Said Their / morelikely to have joined a
Organization’s Work Intersects with %, collaboration, advocated for
Environment / Climate Even Thoughit ~ *  policies, and provided direct
is Not Core to Their Mission programming.
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Diversity, Equity, and Inclusion in the Nonprofit Sector

Improved diversity, equity, and inclusion (DEI) practices is another way local nonprofits can both
improve their capacity to our region’s greatest challenges and meet the needs of the sector as well.
For the past seven years, we have documented the extent to which nonprofits are willing and able to
address diversity, equity, and inclusion (DEI) practices within their own organizations. From 2017 to
2023, respondents to the nonprofit leader survey have expressed increased satisfaction in both their
organization’s willingness to discuss concepts related to DEl and their ability to implement practices to
increase DEI, as illustrated in Figure 11. However, since 2021, when satisfaction peaked likely due to a
renewed commitment to prioritize social justice and racial equity following the murder of George
Floyd, there has been a slight decline in satisfaction levels, particularly in satisfaction with the
organization’s willingness to implement DEI practices. In terms of implementing DEI practices, 62
percent of leaders reported formally addressing DEIl in their strategic plan and 58 percent have sought
community input to better understand need.

Figure 11. Satisfaction with Progress in DEI

0
100%
’ 73% 84% 77% 78% 62 /0
80% 62w__ Formally Addressed
— Diversity, Equity, and
60%
’ /61% — Inclusion in Strategic Plan
40% — 46% 56% 51%
42% 44%
20% 37% 0
: a8%
0% .
2017 2018 2019 2020 2021 2022 2023 e
Input to Better
— Willingness to Discuss Concepts of DEI  — Ability to Implement DEI Practices Understand Need
A Glose Look at Diversity Over Time Figure 12. BIPOC Leadership in
While 61 percent of San Diego County’s Nonprofits 2021-2023
population identified as‘BIack, Indigenous, 1% of San Diego County
People of Color (BIPOC) in the 2021 ‘U.S. Census, Residents dentify as BIPOC |
a far smaller percentage of nonprofit CEOs, 47% ; :
board chairs, leadership teams, and board 46% 43%

members identified as BIPOC. Figure 12 shows a
comparison of demographic leadership data for

31%

25%
a sample of 39 organizations in 2021, 2022, and
2023. The data suggest that there have been
some small increases in BIPOC representation
among nonprofit leadership. Most notably, there Leadership CEO Board Board Chair
was a statistically significant increase in the Team Members
percentage of BIPOC CEOs and board members 2021 m=2022 m2023

between 2021 and 2023.
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Racial/Ethnic Representation

Figure 13 shows that within the 2023
survey sample, the largest disparity
exists for Latino/a/x leadership where
35 percent of the County’s population
identify as Latinx but only 15 percent
of CEOs and 11 percent of board chairs
identify as Latinx. Figures 14and 15
show that diversity of leadership varies
by subsector and organizational size.
Arts and culture and environment
nonprofits were less likely to report
having a BIPOC CEO than other
subsectors. Interestingly, the smallest
nonprofits (budget size <$250,000)
were more likely to report having a
BIPOC CEO.

Figure 14. Percent of Organizations

with a BIPOC CEO by Subsector

Overall 37%
Education @
Mutual Public and (@5
Societal Benefit €/
. /000

Human Services @ 37%
q 7R

Environment u@» 33%
Arts & Culture S.@ 24%

Gender Representation

Figure 13. Race / Ethnicity of Nonprofit CEO and
Board Chair Compared to San Diego County
Population, 2023

White

Hispanic /
Latino/a/x

African American /

63%
71%

Black
Asian
Two or More 29 .
Races [§™ 704 SD Population
Native Ameri 1% u NP CEOs
ative American 119({)’94, u NP Board Chairs
Figure 15. Percent of Organizations with
a BIPOC CEO by Organizational Size
Above $5M - 36%
69%
61% $1M to $5M - 33%
$250,000 to $1M - 36%
$250,000 and

Figure 16 illustrates that nonprofit CEOs and board chairs were more likely to identify as a woman
than a man or other gender identity. This is in contrast to executive leadership in the private sector,
where men are 2.5 times more likely than women to be executives.”

Figure 16. Gender Identity of Nonprofit CEOs and Board Chairs

50% 479

I 38%

Nonproﬂt CEO

® Woman

Foundation CEO

® Man

10

m Other Gender Identity

47%

Board Chair

Nonprofit CEOs and Board Chairs most
frequently identified as a woman.

However, among nonprofits with an
annual budget greater than $5 Million,
the opposite is true.

61% of CEOs identify as a man.
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Implementations and Challenges to Diversifying Leadership

In an effort to better represent the community’s needs, nonprofit leaders have also implemented
practices to increase diversity, equity, and inclusion with their staff and boards. Figure 17 shows that
three-quarters of organizations have implemented practices to increase the diversity of job candidates
and board members. Nearly two-thirds of organizations have provided training to their staff and
approximately one-third to their boards.

Figure 17. DEI Practices Implemented for Staff and Board

STAFF
Implemented Practices
to Increase the Diversity 77% 9%
of Job Candidates
Provided Specialized
Training for Staff on 63% 16%

Diversity, Equity, and
Inclusion

mYes mNot Yet, But Plan to in the Next 12 Months

Challenges to Increasing Staff Diversity:

Low Turnover at Leadership Level

“Our senior leadership is where we most need
to grow diversity. Lack of turnover in
this area has stifled the changes in diversity
hoped for among senior leadership.”
- Human Services

Lack of Competitive Wages

“In the past 10 years, at least four diverse
senior staff members have been recruited
by other/larger organizations with packages
we were not equipped to compete with.”

— Human Services

Lack of Candidate Interest

“Finding qualified candidates who want to work
direct service has been more challenging since
Covid-19. We receive fewer applications, and it
takes much longer to fill positions even though
we are pushing our job announcements out to
more places than we used to (including paying

for postings and working with partners who have
job boards to attract a diverse workforce).”
— Human Services

BOARD
Implemented Practices
to Increase the Diversity 74% 1
of Board Members
Provided Specialized
i Training for Board Members r
on Diversity, Equity, and
Inclusion

mYes Not Yet, But Plan to in the Next 12 Months

Challenges to Increasing Board Diversity:

Limited Access to Diverse Networks

“Limited access to networks of professionals
to serve [on our board] that are from diverse
backgrounds, specifically Asian,
Native American, Middle Eastern and
African American.”

- Education

Board Policies

“Board terms make it difficult
to make changes quickly.”
— Human Services

Board Commitment

“For board members, we are
reviewing our give/get policy
to see if the language is a deterrent.
We are also looking at times for
board meetings to see if they
pose a barrier.”
- Human Services
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Leadership Matters for Increasing Staff and Board Diversity

Increasing BIPOC leadership is important because, as Figures 18 and 19 show, within our survey
sample, BIPOC-led organizations exhibited notably higher proportions of BIPOC individuals in both
their leadership teams and on their boards. In organizations where the CEO was BIPOC, the leadership
team had on average 16 percent more BIPOC members than in organizations where the CEO was
White. Similarly, in organizations where the Board Chair was BIPOC, the rest of the board had on
average 30 percent more BIPOC members than when the board chair was White.

Figure 19. Percentage of Board Members
Who Identified as BIPOC by Race/Ethnicity
of Board Chair

Figure 18. Percentage of Leadership
Teams Who Identified as BIPOC by
Race/Ethnicity of CEO

Diversity of Leadership Team i Diversity of Board
i Board Chair
CEO Identified i Identified
as BIPOC ! as BIPOC
CEO Identified | Board Chalr
Whit ! Identified
as white | as White

Using Artificial Intelligence to Increase Efficiency

One of the major technological innovations over the past year, artificial intelligence (Al), has the
potential to transform the way we accomplish our work and help nonprofits adapt to changing needs.
Nonprofit leaders were asked to report if and how they are using Al technology, such as ChatGPT, in
the workplace. As illustrated by Figure 20, at the time of this survey in the summer of 2023, 16 percent
of nonprofits reported using Al in the workplace and an additional 21 percent planned on using it.
Interestingly, arts and culture organizations most frequently reported using Al, and environment
organizations most frequently reported planning to use Al. Of those that are using Al, the most
frequent use was to support grant writing followed by external communications.

%% Figure 20: The Use of Artificial Al Uses
Intelligence (Al) Technology

External Communications 65%
Lot Ly e Grant Writing 50%
yet about this 32%
technology to use it Internal Communications 46%
o cvacle e Program Delivery 20%
plan to use it Sl Customer Service 13%
Other 19%
Yes, we are
considering using it 21% Improve General Writing  Lesson Plan Flements
Research HMustrations / Graphics
Yes, we are Recruiting Job Postings
currently using it 16% Program Development Data Generation
Presentations Codling
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GAPAGITY OF THE SEGTOR TO MEET GOMMUNITY NEEDS

Financial Health of Local Nonprofits

For nonprofits to be able to meet community need in the ways Table 2. Nonprofit Cash
addressed in the previous section, they need to be financially
healthy. Based on our survey respondents, There is both promise
and uncertainty in the financial picture of the sector. Prior to 2020, Number of Months 2023
nonprofits typically reported having less than three months of cash
reserves.” For the third year in a row, organizations of all sizes and

Reserves as of July 2023

Less than 3 months 16%

o 0,
types reported unprecedented cash reserves. As shown in Table 2, Zf 23::::55 2;0;2
in 2023, 84 percent of the organizations we surveyed reported
having more than three months of reserves, with an average of On Average,
eight months of reserves across all organizations surveyed. This Organizations Reported
may signify that the Covid-19 emergency funding had enduring _~. 8 Months of

impacts on the nonprofit sector, providing a vital cushion as Cash Reserves
nonprofits shifted to bringing in other revenue sources.
Despite the higher-than-normal cash reserves, only 30 percent of nonprofit leaders assessed their
financial health to be “very strong,” as illustrated in Figure 21. However, the majority of nonprofit
leaders surveyed in 2023 were hopeful about the future, with 64 percent predicting better financial
health in the coming 12 months. The perceived strength of an organization’s financial health varied by
the budget size of the organization and its mission orientation. Figure 22 shows the status of financial
health is positively correlated to organizational size, with large organizations reporting stronger
financial health than small organizations. Human service nonprofits and philanthropic organizations
reported the highest levels of current financial strength, as illustrated in Figure 23.

Figure 21. Organization’s Financial Health Today vs. Predictions for 12 Months from Now

Very Somewhat

Weak Weak Somewhat Strong Very Strong
Today 4% 10% 30% 30%
12 Months - YRR 34% 30%
from Now
Much Worse Somewhat Worse Somewhat Better Much Better Than
Than This Year Than This Year Than This Year This Year
Figure 22. Somewhat or Very Figure 23. Somewhat or Very Strong Today by
Strong Today by Budget Size Subsector 87%

64% 67%
53%
43% 48%

85%
58% 65%
@ @& @ ™ @ (@
13% I I A &Y, i & @) (B
[ | Education Arts, Culture, Mutual, Environment Human Foundations

<$250,000 $250,000- $1M-$5M  >$5M and Public, Services
$1IM Humanities  Societal
Benefit
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Despite the compounding challenges of inflation and workforce shortages, nonprofit leaders are
optimistic about the future as it relates to fundraising. Half of respondents believe their fundraising
outlook will be about the same as this year and approximately one-third believe it will be better this
coming year, as shown in Figure 24.

Figure 24. How would you describe the fundraising outlook for your organization in your
next fiscal year compared to this fiscal year?

Al 25% 38%
il 18% 49%
m Much Worse m Somewhat Worse m About the Same Somewhat Better m Much Better Than
Than This Year Than This Year as This Year Than This Year This Year

While inflation has cooled compared to its 2022 peak, the effects of inflation on nonprofits have
persisted, and in some instances, intensified in 2023. Inflation has not only escalated the operational
expenses for nonprofits, as depicted in Figure 25, but our survey of nonprofit leaders shows that
inflation continued to exert upward pressure on wages while diminishing the value of nonprofit assets
and charitable contributions. Moreover, as the adverse impacts of inflation make it increasingly
challenging for individuals to meet their financial needs, the demand for nonprofit services will rise.

Figure 25. Current Impacts of Inflation on San Diego Nonprofits

Increase in prices for 80% “The cost of living makes
program-related costs 84% trying to hire and retain staff
) ) for a small nonprofit
Pressure to raise salaries 750% almost impossible.

t(,) meet DG 80% With inflation and the cost
cost of living for workers of housing, employees feel
Decrease in the value underpaid even with

of individual donations salary increases.
Addjtionally, organizations
Increase in prices clients /

consumers pay for
our services

suitable offices to rent,
32% . ..
even with downsizing,

. because despite [the] market
Decrease in the value 46% > aep [. /
. shift in opening up
of investments 31% .
commercial space, rents for
smaller places in non-

17%
20%

m2022 m2023

Higher interest rates

i industrial areas are very, very
on credit or loans

expensive.”

— Environment

29% i are having trouble finding i
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Nonprofit Workforce

A qualified workforce is as critical as funding is in supporting the capacity of nonprofits to meet
community needs. One critical way nonprofits meet community needs is simply providing residents
with employment opportunities. Nonprofits are the third largest employer in the U.S., and one out of
ten workers is employed at a nonprofit.¥ Wages paid to nonprofit workers in San Diego County
stimulate high levels of economic activity. In addition to regional economic benefits of nonprofit
employment, a stable and talented nonprofit workforce is essential to providing the services to our
community that ensure a high quality of life for all in the region.

The growing demands for nonprofit services in San Diego indicate this sector can and should grow.
However, similar to other sectors of work, attracting talent to fill open positions is proving to be
difficult as nonprofits often find themselves in fierce competition with for-profits for qualified
employees. Figure 26 shows that despite 80 percent of nonprofits in our survey sample having created
new positions in the past 12 months, 53 percent still plan to grow their workforce further.

Figure 26. Looking forward to the next 12 months how do you predict your staff size will
change?

60%

53%
37% 40%

J

We predict our staff size  We predict our staff size  We predict our staff size
will be larger will remain the same will be smaller

m2022 m2023

o4 0% 8 5oy R 3%

of Organizations of Respondents of Organizations
Have Created New Currently Have a Have Had More People
Staff Positions Vacancy Leave than Typical
U | . | B7%
gain this year, nonprofits reported difficulty attracting talent
due to an inability to offer competitive wages and benefits Report Job Vacancies

that keep pace with inflation and the lack of affordable
housing for employees in San Diego County. More than half
(56%) of respondents reported a current job vacancy. Of those
that had job vacancies, 67 percent reported it negatively
impacted their ability to deliver services.

Have Negatively
Impacted Their Ability
to Deliver Services
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Regardless of vacancy rate, 61 percent of all survey
respondents reported it has been difficult to hire
qualified employees. As Figure 27 illustrates, two-thirds of
respondents reported that it was most difficult to hire for

L/ Hiring has Been
‘ ' More Difficult For:

Human Services

mid-level positions. In terms of position type, Figure 28
shows that respondents cited hiring and retaining in
fundraising/development, program/direct service, and
administration/operations as the most challenging.

Figure 27. Most Difficult to
Hire Career Levels

Senior-
Level
16%

Mid-Level
62%

Most nonprofit leaders did not
rate employee retention as a
major challenge, but one-third
reported that more people have
left the organization in the past
12 months than is typical for
their organization. Figure 29
shows the primary causes given
for resignations. Not surprisingly
given the very high cost of living
in San Diego County, the most
common cause is people leaving
for better pay at another
nonprofit or a different sector.

“The cost of living makes trying
to hire and retain staff for a small
nonprofit almost impossible.
With inflation and the cost of

housing employees feel underpaid

even with salary increases.”
- Environment

Mutual, Public, and Societal Benefit

Organizations with Budgets
Over $1 Million

Figure 28. Position Types Most Difficult to Hire

Fundraising / Development

Program / Direct Services

Admin / Operations /
Human Resources Combined

Finance / Accounting

Licensed / Specially
Certified Staff

Marketing / Communications
Data / Evaluation

Technology

Figure 29: Causes of Employee Resignations

Higher salaries at
another nonprofit

Higher salaries in
a different sector

Leaving San Diego area

Employee burnout

Lack of opportunities
for career growth

More competitive
benefits package elsewhere

Inability to secure
affordable housing

Inability to secure
adequate childcare

Leaving to attend school
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The data on job postings supports the self-reported data from nonprofit
leaders regarding the greatest areas of staffing need and the pressure they
face to increase wages. Table 3 lists the three most common job types out of
252 posted from April-August 2023 on NPWorks.org, a San Diego-based
nonprofit job search website. In a comparison of 2022 and 2023 salary data,
the median salary was slightly higher for program staff and development
positions. The majority of positions in 2023 were full-time (83%).

Job Postings:
83% In-Person
40% Hybrid
1.5% Remote

Table 3. Top 3 Categories of Nonprofit Job Postings (NPWorks.org - April-August 2023)

Job Title Median Posted | Median Posted
Salary 2023 Salary 2022

1. Program Staff $44,720 $39,520

2. Administrative /

Operations / HR 554,080 254,080

3. Development /

Fundraising / Grants 267,500 261,160

All Postings $64,480

Compared to Self-Sufficiency Wage*
in San Diego, Nonprofit Wages
are Low

One Adult and One Child
Self-Sufficiency Wage = $68,534

*defined as the annual income needed
to meet basic needs

As Figure 30 shows, nonprofit leaders reported multiple strategies they have used in the past 12
months to attract and retain staff, including increasing wages and benefits and providing staff more
flexibility in their work schedule and where they do their work. Many nonprofit leaders cited that they
had already increased flexibility in remote work in previous years.

Figure 30. Actions Taken to Retain Employees Over the Past 12 Months

5%

Increased  Increased Increased Increased Implemented

wages flexibility ~flexibilityin  benefits a 4-day work
in remote work week
work schedule

mYes m Not yet, but plan to in the next 12 months

Additional Actions Taken
to Retain Employees

Financial: Retention Bonuses, Promotions,
Increase in Hours Worked

Benefits: Unlimited Vacation, Improved
Family Leave Benefits, Offered Childcare In-
House

Career Development: Training, Money for
Professional Development of Staff's Choice

Work Life Balance: Staff Recognition, Self-
Care and Wellness, No Meeting Fridays, Last
Fridays Off
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On average, 73% of employees are working

remotely at least part of the time. Although most
organizations did not indicate that hybrid work

was presenting a major challenge for the

Remote Work Challenges:

Employee demand for remote
44%  work did not align with the
organization’s needs

4[] % Creating equity in remote work

organization, 53 percent identified challenges with policies across all employees

remote work at least to some extent.

Other  Affects workplace culture and
Responses ability to collaborate

Opportunities to Strengthen the Nonprofit Sector

In order for nonprofits to meet the increased demand for services, nonprofit leaders and staff must be
supported to develop their organizations. Nonprofit leaders reported wanting assistance with telling
their story and building their capacity. Respondents’ highest priorities for support were sharing data
about the nonprofit sector’s needs with stakeholders, securing government funding, strategic
planning, and board governance. For smaller organizations (budget less than $1 million), the capacity
needs were slightly different. In addition to the top four needs in Figure 31, a larger share of small
organizations cited needing support with communications and public relations and collaborating

with other organizations.

Figure 31. Ranking of Areas Where Nonprofits Want Support (Percentage ranked first or second)

Sharing data about nonprofit needs with funders,
government officials, media, etc.

Securing government funding

Strategic planning

Board governance

Leadership development

Engaging in advocacy

Evaluation

Communication and public relations

Justice, Equity, Diversity, Inclusion (JEDI) training
Collaborating with other organizations
Volunteer engagement/administration

Succession planning
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ROLE OF PHILANTHROPY IN MEETING GOMMUNITY NEED

Trends in Grantee-Funder Partnerships

As we moved through the Covid-19 pandemic, funders who provide grants to nonprofits adjusted
many of their traditional practices, making it easier to quickly deploy funding to meet growing and
shifting needs in the community. In order to understand what the funding landscape looks like three
years later, The Nonprofit Institute partnered with Catalyst of San Diego and Imperial Counties, a
network of regional funders, to develop a funder survey that matched many of the questions we asked
nonprofit leaders regarding philanthropy. The two data sources taken together paint a picture of a
philanthropic sector that has engaged with nonprofits to better understand their needs and the needs
of the community, and in many cases have adopted practices that reflect greater trust in nonprofits.

Nonprofit leaders have observed and funders have confirmed that many foundations have taken
concerted efforts to communicate more proactively with nonprofits and seek input from the voices of
the community that are often heard less in public discourse as depicted in Figure 32.

Figure 32: Percent of Funders Who Reported Communicating and Listening to the

Community Compared to Nonprofit Leaders’ (Grantees’) Observations
(Grantee Observations of Funders = "some” or “all have”)

Communicated proactively and

regularly about decision making | /6%

Sought input from the voices of the communities
least heard in public discourse || G 2%

Grantee Observations of Funders ~ ®What Funders Say They are Doing

For decades nonprofit leaders have advocated for funders to provide access to more unrestricted
multi-year funding, and it seems like funders may be responding. As shown in Figure 33, more than
three-quarters of funder survey respondents reported providing some unrestricted funding and half
reported providing multi-year support. According to the funder survey, it is still very uncommon to
provide more than three years of support, and only five funders reported doing so. These practices
have been observed by nonprofit leaders as well.

Figure 33: Percent of Funders Who Reported Providing Unrestricted Funding and Multi-

Year Support Compared to Nonprofit Leaders’ (Grantees’) Observations
(Grantee Observations of Funders = "some” or “all have”)

. &
Provided multl—yearsupport _ 50%

Grantee Observations of Funders ~ mWhat Funders Say They are Doing
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Two-thirds of nonprofit leaders have observed that at least some funders have shortened their
applications and 58 percent have observed reduced reporting requirements. This mirrors what
funders reported in terms of their application and reporting practices, as shown in Figure 34.

Figure 34. Percent of Funders Who Reported the Following Practices

APPLIGATION REPORTING

said their apps :\ilcdethtee)clj said they require said they require
BBU/ take less than 28"/ pted 18/ reporting every Bgfy annual or end of
O 4h 0 proposalsin 6 months or more ? grant reports
ours varying formats | . :
. id thev h said they accept

. and they have . Zaslhortee):\ezve 00 said they reports for other
§9Y, simple orno 66% rocess for ' 13Y% require no 25Y% funders or

contracts P i reports conversations in

renewals

place of reports

Diversity, Equity, and Inclusion (DEI)

Though there have been improvements in communication and understanding between funders and
grantees, there is still a lack of clarity among grantees in a few key areas. One area of confusion among
grantees is regarding the role funders should play and are playing in leveraging funding to increase
diversity, equity, and inclusion. There is a perception among nonprofits that many funders are
prioritizing funding for BIPOC-serving and BIPOC-led organizations. While there are some funders that
report prioritizing funding to BIPOC communities, the number is not as large as perceived.

12%

of nonprofit leaders believe funders
prioritize funding to BIPOC-serving
organizations

Yet..
3d%

of funders direct the majority of their
funding to BIPOC-serving nonprofits

13%

of funders direct the majority of their
funding to BIPOC-led nonprofits

“I've noticed increased resentment
of the prioritization of BIPOC organizations.

The message from many funders seems to be,
‘don 't bother to apply if you're a predominantly
white organization.” Well, predominantly white
organizations struggle, too, and wouldn 't it be

better to help them diversify, rather than just

letting them go under?”

- Arts, Culture, Humanities

‘[Funders are] discussing DEIB. ..
but not FUNDING in a way that helps
address wage disparity for BIPOC-led and
BIPOC-focused services. So, there's rhetoric,
but funding doesn't match stated
goals funders have.”

- Education
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Advocacy and Policy Ghange

Nonprofit leaders expressed also 41 []/ of nonprofit leaders have observed funders that
uncertainty about whether 0 fund advocacy and/or policy change work
foundations fund advocacy efforts.
Thirty-two percent of nonprofit
leaders reported being unsure if o . Vot 59 []/ of funders said they
funders funded advocacy and 0 fund advocacy work
policy change.

Gapacity Building

Another area of disconnect is

around capacity building. 85% """""" * Yet.. 97%
Nonprofit leaders observed far
fewer funders that fund capacity of funders reported
building than funders reported. ) i providing funding
This discrepancy may be due to a fund capacity building for capacity building
lack of clarity on what is defined as for nonprofits
capacity building.

of nonprofit leaders have
observed funders that

“There’s a deep class divide in this region, which is also very much reflected
in the dynamics between philanthropy and nonprofits providing service.
In order for us to move forward in a way that truly centers human values and
Justice at its core, we need to start getting more brave and willing
to get a bit uncomfortable.”

- Environment
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GONGLUSION AND REGOMMENDATIONS

Our region benefits in innumerable ways from the work of our nonprofit community. It is incumbent
upon nonprofit leaders and boards, funders and policymakers, and all San Diegans to come together
in supporting and strengthening the nonprofit sector.

For Nonprofit Leaders and Boards

In light of rising costs and inflationary pressures, assess and strategically deploy reserves to
secure future revenue.

Engage in collaboratives among funders and nonprofits to secure more federal and state funding
for the San Diego region.

Deepen efforts to diversify and build more inclusive boards and leadership teams to advance
equity and belonging within the nonprofit workforce.

Raise awareness about and commit to ensuring competitive wages and salaries for nonprofit
employees at all levels.

Invest in professional development and enhancing the health and well-being of staff working at
all levels of nonprofit organizations, to enhance their resilience and capacity to serve the
community.

For Donors, Foundations, and Corporate and Government Funders

Factor inflation and the high cost of living into your support for nonprofit organizations,
including donations, grants, and reimbursement rates.

Engage with and fund smaller, grassroots organizations that are operating closest to the needs of
the communities they serve.

Develop creative solutions to the housing crisis. This could include housing incentives for
nonprofit workers as well as prioritizing funding for programs that keep people from falling into
homelessness.

Commit to general operating support and multi-year funding to ensure the stability and financial
health of the nonprofit community.

Support opportunities for funders and nonprofits to come together to develop strategies for co-
learning and impact evaluation.

For the San Diego Community

22

Advocate and provide financial support for the organizations working on the causes you care
about.

Volunteer and find other ways to get involved in nonprofit organizations serving our community.
Consider working for a nonprofit.

Champion the nonprofit sector as a vital partner for social good.
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oAN DIEGO GOUNTY NONPROFIT SEGTOR

San Diego Public Charity Revenue, Expenses, and Assets (in Billions)
2015 to 2021 (IRS Tax Form 990/990EZ Filings)

$421B

1205 [
$50.0 B
3778
, 9008 | rop s20gB $321B 3498 W78 ——
NONPROFITS $30.08 ST97B $210B $223B $230B $25.7B

Registered 501(c)(3) s008 | $18.0B $18.3B
5008 | g163B $17.4B $18.1B $19.5B $206B $215

Public Charities
in 2021

B $234B

$0.0B
2015 2016 2017 2018 2019 2020 2021

+ 2 [] % — Assets — Revenue — Expenses

Growth in Number Primary Nonprofit Revenue Sources, 2021
of Public Charities (IRS Tax Form 990/990EZ Filings: Excludes Hospitals and Higher Education)

2015t0 2021 Special Events & Other
Memberships Revenue

Individual Donations, Fee-For-Service
Foundations, & Revenue
Corporate Grants

Percentage of Nonprofits with Paid Staff

3,[]35 101’971 Based on Number of Employees

(2022 California Employment Development Department:

Nonprofits Paid Quarterly Census of Employment and Wages)
with Paid Staff ~ Employees
58%
06.428 10% 16% 16%

6% 4% 1% 08%

Total of San Diego
Wages Private Fewer 10-19 20-49 50-99 100-249 250-499 500 or
than 10 greater

Employment

Number of Employees
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Nonprofit Subsector Profiles

INDEPENDENT AND FAMILY FOUNDATIONS™

San Diego Independent and Family Foundations Assets (in Billions)
2015-2021 (IRS Tax Form 990/990EZ Filings)

o $5.68 $6.4B $6.7B
$6.0B .

$4.0B | $2.6B $3.1B $3.2B M—
$2.0B -

$0.0B

2015 2016 2017 2018 2019 2020 2021

*Private foundations; does not include community foundations

ANIMAL-RELATED*

3 6138  0516M  §420M

of Total
Organizations Assets  Revenue Expenses

*Paid employees and wages are excluded because California EDD data combines Animal and Environment

ARTS, GULTURE, AND HUMANITIES

0%  $160  $a79M  g29an [EEEEELEIL

of Total Paid Total
Organizations Assets  Revenue  Expenses Employees  Wages

EDUCATION (OTHER")

% 528 §.9  §16p [EREEALENRIEL

Paid Total
Employees  Wages

of Total

Organizations Assets  Revenue Expenses

*Does not include Higher Education / Universities
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ENVIRONMENT®

dh  §308M  §330M  §313M

of Total
Organizations Assets ~ Revenue Expenses

*Paid employees and wages are excluded because California EDD data combines Animal and Environment

HEALTH (OTHER")

8% 9498

of Total A
Organizations ssets

§0.58

Revenue

§5.28

*Does not include Hospitals

HIGHER EDUGATION

0.2%

of Total
Organizations

Assets

§1.68

Revenue

§1.68

Expenses

HOSPITALS

0.1%

of Total
Organizations

§22.98  $10.0B

Assets Revenue

§9.48

Expenses
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Expenses

18,540  §1.28

Paid Total
Employees  Wages

1,654  S463M

Paid Total
Employees  Wages

22,991
Paid
Employees

27



HUMAN SERVIGES

VR TR I EN TR TR 22668  9L.0B

of Total Paid Total
Organizations Assets ~ Revenue Expenses Employees  Wages

INTERNATIONAL

2%  S1I0TM  S179M  $181M 2dl

of Total Asset R E Paid
Organizations SSets evenue EXpenses Employees

MUTUAL, PUBLIC, AND SOGIETAL BENEFIT™

13%  S488 140 S1p R

of Total Asset R E Paid
Organizations SSets evenue EXpenses Employees

*Includes Community Foundations

RELIGION-RELATED™

22% 348N Soari  SoonM AL

Paid
Employees

of Total
Organizations Assets  Revenue Expenses

*Religious organizations are not required to file with the IRS; however, many do. These data represent religious organizations that have elected
to file and are likely an undercount of true activity.
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DATA SOURGES, METHODS, AND DATA LIMITATIONS

Data in this report draw on multiple sources. Information that relies on IRS data have a significant time
lag and are often incomplete. IRS data presented throughout the report are drawn from the most
recently reported year. Due to rounding, some charts and tables may not add to 100%. Quotes have
been edited for readability. For any methods or data questions, please contact The Nonprofit Institute
at nonprofit@sandiego.edu.

California Employment Development Department (EDD)

Labor Market Information Division, California Employment Development Department (2016-2022) — San
Diego Nonprofit Employment Statistics come from the Quarterly Census of Employment and Wages
(QCEW) developed through a cooperative program between the states and the U.S. Bureau of Labor
Statistics.

Catalyst of San Diego & Imperial Counties

Pulse of the Practice Survey of organizations and foundations whose funds help to support the San Diego
region - This survey of 39 funders who provide funding in San Diego County was designed to
complement data collected through the Nonprofit Leader Survey. The combined effort offers a first-of-
its-kind comprehensive view of funding and nonprofit practices in the San Diego region. The survey
was administered online in the fall of 2023. Respondents in the sample collectively gave more than
$1Bin 2022, including over $432M that came from foundations located within San Diego and Imperial
Counties.

Datalake Nonprofit Research (datalake.net)

Data on nonprofit revenue and foundation assets come from 2021 IRS Form 990, 990PF, 990-EZ, and
990-Nelectronic (e-File) returns and exempt organization registration data archives. Data were
compiled and analyzed by Datalake, LLC.

NPWorks, a service provided by NPSolutions

Nonprofit Job Postings in San Diego County — Data on job postings and median salaries come from a
sample of jobs posted in San Diego County between April and August 2023. The data is compared to a
similar sample of job postings in 2022.

The Nonprofit Institute

2017-2023 Annual Nonprofit Leader Surveys — The 2023 annual survey of 193 nonprofit leaders
collected information on nonprofits’ demand for services, financial outlook, organizational capacity,
leadership, and sector trends. The survey was administered online in July 2023 and is a convenience
sample of the San Diego nonprofit sector. The survey is slightly overrepresented in Arts and Culture,
Environment and Mutual Public and Societal Benefit nonprofits and slightly underrepresented in
Education and Health nonprofits. The survey sample also has an overrepresentation of large
nonprofits and an underrepresentation of the smallest nonprofits.

Equinox Project’s Quality of Life Dashboard - Data on indicators of quality of life in San Diego County

come from a website, regularly updated and maintained by the Nonprofit Institute, called the Equinox
Project’s Quality of Life Dashboard (https://bit.ly/equinoxdashboard). The dashboard measures and
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benchmarks 16 environmental and economic trends throughout the region and calls attention to the
ways in which local nonprofits, government and businesses are working together to ensure San Diego
County is on a path to greater health, wealth, comfort and sustainability for current and future
generations.

The Nonprofit Institute and Luth Research

2023 State of Nonprofits Quarterly Index - The Nonprofit Institute partners with Luth Research in the
administration of a quarterly survey to gauge San Diegans’ confidence in local institutions and to
measure their giving and volunteering activities. The State of Nonprofits Quarterly Index is
administered online to a panel of San Diego residents. The sample reflects the racial and ethnic
distribution of the region.

END NOTES

'Deitrick, L., Strawser, C., Durnford, J. (2019). Annual Report: State of Nonprofits and Philanthropy in San
Diego. San Diego, CA: The Nonprofit Institute, University of San Diego.
"https://corpgov.law.harvard.edu/2023/02/22/gender-diversity-in-the-c-suite/

i Deitrick, L., Durnford, J., and Young, E. (2017). Annual Report: State of Nonprofits and Philanthropy in
San Diego. San Diego, CA: The Nonprofit Institute, University of San Diego.

Vv Lester M. Salamon and Chelsea L. Newhouse, “The 2019 Nonprofit Employment Report,” Nonprofit
Economic Data Bulletin no. 47. (Baltimore: Johns Hopkins Center for Civil Society Studies, January
2019). Available at ccss.jhu.edu.
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