Ratios for Non-profit Organizations

There are many possible ratios for non-profit organizations; below are some of the more common.  As with for-profit firms, not every ratio will be appropriate to use for every organization.  Use the ones that fit your organization.  Your goal is to get useful information.     
MARKET SHARE

1.  Market share 


​gift income + gift income of 3 competitors


gift income

Shows whether organization is gaining or losing supporters in relation to its close “competitors.”  

COST and EFFECIENCY RATIOS

2.  Base Cost:




Salaries and operating funds







Total expenses

Is organization becoming more or less efficient in fulfilling its basic mission?   The common wisdom is that base costs should be approximately 60% of the total. 

3.  Efficiency ratio for different departments or programs:


Program expenses





Total expenses

This ratio can be applied to any department or program in the organization: e.g. fundraising.   Are they becoming more or less efficient as time goes on?  

4.  Support Services costs:

Service expenses  




     
Total expenses

This ratio shows how efficient the organization is in services that directly support what the organization exists to do.  These expenses should be approximately 30% of total.  
5.  Administrative Cost:

Administrative expenses  




     

Total expenses

This ratio shows how efficient the organization is in administration.  Administrative costs involve those support functions that do not directly involve what the organization exists to do.  Examples of such functions could be salaries and operating costs for the CEO, accounting, facilities, etc.  Common wisdom is that administrative costs should be approximately 10% of the total. 

6.  Cost of creating revenue: fund raising



Fund raising expenses for year                     




Total contributions for year

Trended over five years, this ratio shows how efficient the organization is in raising contributions. 

OTHER RATIOS

8.  Gross Revenue Margin:

Revenue (donations) - expenses 

 




Revenue 

Shows the amount of revenue available to cover administrative and operating expenses, not counting that which is borrowed. 

9.  Net Revenue Margin:

Revenue (donations) - (expenses - interest)

 




Revenue 

Shows the amount of efficiency if the organization did not pay interest on bonds or loans. 
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