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EXECUTIVE SUMMARY
Michigan suffered a severe economic decline in the 2000s, culminating with the Great Reces-
sion at the end of the decade. While Michigan’s and the nation’s economies have exited the 
official recession, the long downturn led to widespread job losses across Michigan. Nonprofits 
are more important than ever, not only through their various health, human service, and educa-
tion, but also in their significant contribution to the overall economy. While there is considerable 
focus on the public and private sectors of our economy, the nonprofit sector’s economic con-
tributions draw little attention. It is important to understand the contribution the nonprofit sec-
tor—which does not include government or public school employment—makes to statewide 
employment and to highlight its significance and economic contribution to our overall economy.

This report documents that Michigan’s nonprofits: 

• Number more than 42,000—a decrease of 13 percent since 2011 (49,000), but an in-
crease of 2 percent since 2001 (41,000), and 12 percent since 1997.

• Employed directly more than 438,000 people in 2013 (an increase of 0.2% from 437,000 
in 2011, and an increase of 2.8% from 426,000 in 2006), or almost 11 percent of the Mich-
igan workforce.

• Pay their employees over $4.9 billion per quarter.

• Hold assets of nearly $217 billion, a significant increase from the 2008 total ($158 billion). 

• Receive more than $69 billion in annual revenue. 

• Spend more than $80 billion each year, making a significant direct contribution to Mich-
igan’s economy.

While the ranks of Michigan nonprofits have declined in recent years, Michigan’s nonprofit 
sector has had stable employment, and the wages paid to Michigan workers have grown. The 
sector not only weathered the Great Recession in a state bedeviled by high unemployment, but 
it remains a key cog in Michigan’s overall economy. Nonprofits in Michigan employ more than 
1 of every 10 Michigan workers. 

With broad distribution across the state, the organizations of the nonprofit sector anchor Mich-
igan communities. Maintaining the critical infrastructure the nonprofit sector provides to our 
economy is crucial to Michigan’s health and economic recovery. Appendix A shows how these 
economic effects are spread across Michigan, grouped by the regions of the governor’s Re-
gional Prosperity Initiative. (Note: Figures on employment, number of nonprofits, assets, and 
wages differ slightly between Appendix A and the main report due to issues with assigning 
amounts to the appropriate prosperity region.)

Prosperity Regions

Additional information and reference 
maps (regional and county) are avail-
able online at nonprofit.pscinc.com.
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EXHIBIT 1. Conceptual Breakdown of Tax-exempt Organizations 
Classified under Section 501(c) of U.S. Tax Code

SOURCE: Bureau of Economic and Business Research, the University of Utah, 1998. The Economic Impact of 
Utah’s Nonprofit Sector: Characteristics of a Resource for the Public Good. Salt Lake City, Utah: University of 
Utah. A more detailed description of the types of organizations and requirements for nonprofit status can be 
found in IRS Publication 557 (REV. October 2011, Cat. No. 46573c), “Tax Exempt Status for Your Organization,” 
available online at www.irs.gov/pub/irs-pdf/p557.pdf.

OVERVIEW

Defining The Nonprofit Sector

Section 501(c) of the federal tax code specifies 29 
different sets of requirements for classification as a 
nonprofit.1 There are two major divisions of nonprof-
its: charitable nonprofits (to which donations are 
tax deductible) and noncharitable nonprofits.

Exhibit 1 illustrates the categories of 501(c) non-
profit entities. 

1  The 29th exemption category for qualified nonprofit health in-
surance issuers was added under the Affordable Care Act of 
2010.
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Charitable Nonprofits—501(c)(3)
Charitable organizations—clustered under section 
501(c)(3) of the tax code—are further divided into 
two categories: public charities and private foun-
dations. According to the Internal Revenue Service 
(IRS), the express purpose of a 501(c)(3) organi-
zation must be to benefit the community or soci-
ety. Furthermore, a group’s articles of organization 
must limit the organization to one or more exempt 
purposes, must not empower the organization to 
engage in activities not directly related to its ex-
empt purpose, and must provide that in the event 
of its dissolution the organization will distribute its 
assets to another 501(c)(3) organization. 

• Public charities: Examples include groups 
with arts, charitable, educational, health care, 
religious, and scientific missions. Michigan’s 
largest public charities include Trinity Health 
Corporation, the Van Andel Institute, Rural In-
dia Supporting Trust, and Hillsdale College. 

• Private foundations: Typically, these entities 
receive assets from families, individuals, or 
corporations, and devote a portion of their as-
sets and investment earnings to support char-
itable causes. Among Michigan’s—and the 
world’s—largest private foundations are the 
W.K. Kellogg Foundation, the Charles Stewart 
Mott Foundation, and the Kresge Foundation. 

Noncharitable Nonprofits
The largest number of noncharitable nonprofit 
entities can be found in sections 501(c)(4) and 
(8). These noncharitable entities are exempt from 
federal taxation, but because they receive much 
of their funding from members, as opposed to 
the general public, they are allowed to serve a fo-
cused community and may engage in substantial 
lobbying. However, their donors are not permitted 

to deduct contributions to these groups from their 
federal taxes.

Examples of noncharitable nonprofits in Michigan 
include civic associations and business leagues, 
such as chambers of commerce; fraternal societ-
ies, such as the Benevolent and Protective Order 
of Elks and the Knights of Columbus; federal- and 
state-chartered credit unions; and mutual insur-
ance companies.

Data Sources 

Public Sector Consultants Inc. (PSC) compiled the 
most recent data available on nonprofits in Michi-
gan. Sources for the data were:

• The Internal Revenue Service Business Master 
Files for Exempt Organizations for 1997, 2001, 
2006, 2007, 2008, 2010, and 20132 

• The National Center for Charitable Statistics 
(NCCS) Core Files for 1997, 2001, 2006, 2007, 
2009, and 2011, which report the assets of 
tax-exempt organizations who are required to 
file a Federal 990, 990-EZ or 990-PF3

• The Michigan Office of Labor Market Informa-
tion (LMI)—official source of state employment 
figures

• Individual annual reports for the 15 largest pri-
vate foundations

• The U.S. Census Bureau and the U.S. Bureau 
of Labor Statistics

2 This includes all active organizations that are required to reg-
ister with the IRS for tax exemption.  
3 PSC draws attention to several shortcomings in the data. The 
Core File excludes financial information about public charities 
with annual revenues less than $50,000 (prior to 2010, the lim-
it was $25,000) and about religious groups, which are exempt 
from disclosing financial data. Data for private foundations of 
any size are included.

It is important to note that throughout this analysis 
financial information for public charities is consid-
ered only for those organizations with gross re-
ceipts of more than $25,000 prior to 2010 and more 
than $50,000 from 2010 onward, who are required 
to file a Form 990, 990-EZ or 990-PF. Reporting 
organizations account for only a small share of all 
nonprofits. While those organizations that do not 
report financial information are, by definition, small, 
the large total of non-reporters creates an explicit 
downward bias in all of our estimates. Furthermore, 
this report excludes government bodies (including 
public universities and colleges). To include gov-
ernment bodies would greatly distort the picture of 
the nonprofit sector, which is very much separate 
from the public sector.

A similar downward bias also exists with respect 
to any employment figures that are included in this 
report. For reasons that will be discussed below, a 
large number of nonprofits are not required to sub-
mit employment information to the Office of Labor 
Market Information. While PSC is confident that the 
employment figures below represent the vast ma-
jority of economic activity in the nonprofit sector, it 
is important to note that a number of small nonprof-
its are not included in the employment figures.

Previous Studies

PSC conducted an analysis of the economic bene-
fits of Michigan’s nonprofit sector in 1999 (using the 
most recent available data, which was for 1997); in 
2004 (using data from 2001); and in 2009 (using 
data from 2006–2008). This current analysis incor-
porates data from 2009 through 2013. While the 
number of nonprofits has declined from a peak in 
2010 (51,553), in terms of economic presence and 
impact, the nonprofit sector has continued to grow. 
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The analysis section:

• Describes the nonprofit sector overall, comparing 
all public charities, private foundations, and non-
charitable nonprofits in Michigan

• Discusses the employment impact of Michigan’s 
nonprofit sector 

In addition to the information presented in this written 
report, information is included on a website to allow 
readers to search by region and county. This additional 
information, including asset, revenue, expenditure, and 
employment data by county and region, will be avail-
able at nonprofit.pscinc.com by June 15, 2014.

Sector Summary

Nonprofits in Michigan serve a wide range of purposes. 
Exhibit 2 details Michigan’s nonprofit sector over the last 
16 years by IRS classification. According to the IRS, in 
2013, Michigan had 42,393 nonprofits. This represents 
a 12.8 percent decline since 2011, but a 2.4 percent 
increase in total organizations since 2001, and an 11.9 
percent increase since 1997. The increase was due to 
growth in the 501(c)(3) category, which increased by 56 
percent from 1997 to 2013. All other sectors saw a drop 
in the number of reporting organizations. 

EXHIBIT 2. Nonprofits in Michigan, by Tax Status

 1997  2001  2006  2009  2011 2013

(02) Title holding corporations for exempt org. 450 432 411 393 304 267

(03) Charitable and religious organizations 19,522 23,690 30,396 33,505 32,201 30,412

(04) Social welfare 4,431 4,127 3,992 3,796 2,882 2,595

(05) Labor, agricultural, and horticultural 2,813 2,757 2,548 2,460 2,090 1,864

(06) Business leagues 2,118 2,092 2,161 2,131 1,820 1,709

(07) Social and recreational clubs 2,012 1,852 1,759 1,662 1,347 1,264

(08) Fraternal beneficiary societies 3,508 3,333 2,504 2,333 2,361 2,151

(09) Voluntary employees beneficiary assoc. 441 384 358 336 252 233

(10) Domestic fraternal societies and assoc. 539 589 482 479 181 191

(12) Benevolent life insurance associations 23 18 23 23 22 22

(13) Cemetery companies 98 99 95 95 74 76

(14) State-chartered credit unions 320 272 243 233 199 186

(15) Mutual insurance companies or assoc. 11 9 21 16 11 7

(17) Supplemental unemployment 
benefit trusts

90 69 55 56 27 22

(19) War veterans organizations 1,475 1,549 1,526 1,519 1,340 1,203

Total 37,890 41,413  46,685 49,153 48,642 42,393

SOURCE: IRS Business Master Files. 
NOTE: Categories where organizations appeared in some, but not all, of the years have been excluded from the detail, but 
are included in the total. Therefore, the totals will not exactly reflect the sum of the subcategories.

ANALYSIS:  
Michigan’s Nonprofit Sector
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As would be expected, the largest category is 501(c)(3). Numbering 30,412 
in 2013, the organizations in this category include both public charities and 
private foundations.4 Exhibit 3 shows the distribution of nonprofits in Michigan 
according to this grouping. 

EXHIBIT 3. Distribution of Nonprofits 
in Michigan, by Type, 2013

Public foundations

Other

Public charities

5%

67%

28%

28%

SOURCE: IRS Business Master File 2013.

Exhibit 4 displays the expenditures of reporting nonprofits by tax status for 
2006, 2009, and 2011 (that is, information for organizations that receive more 
than $25,000 in revenue during the year). In terms of expenditures, the largest 
category of nonprofits in 2006, 2009, and 2011 was 501(c)(3). 

4  Because of their differing objectives and the different tax rules that apply to them, these two 
groups will be analyzed separately. All other nonprofits will be analyzed together in a composite 
group of noncharitable nonprofits. 

EXHIBIT 4. Nonprofit Expenditures by Tax Status, 
Reporting Nonprofits, 2006, 2009, and 2011

2006 2009 2011

(02) Title holding corporations 
for exempt organizations

$20,281,804 $27,702,652 $30,862,210

(03) Charitable and religious 
organizations

38,093,004,219 42,888,099,713 46,558,042,138

(04) Social welfare 7,512,819,758 9,649,216,012 10,063,880,278

(05) Labor, agricultural, and 
horticultural

967,126,038 875,203,543 783,730,594

(06) Business leagues 1,542,968,159 2,471,680,888 1,759,965,664

(07) Social and recreational 
clubs

341,173,584 331,585,819 319,592,479

(08) Fraternal beneficiary 
societies 

$264,839,112 $244,495,020 303,830,620

(09) Voluntary employees 
beneficiary associations

11,073,463,857 7,657,433,670 20,801,284,992

(10) Domestic fraternal 
societies and associations

26,935,771 16,035,554 14,346,481

(12) Benevolent life insurance 
associations

527,653,420 691,398,526 956,010,872

(13) Cemetery companies 31,779,466 27,508,867 25,914,718

(14) State-chartered credit 
unions

1,260,411,052 1,804,506,120 1,409,616,848

(15) Mutual insurance 
companies or associations

3,246,560 1,439,907 322,695

(17) Supplemental 
unemployment benefit trusts

346,241,617 345,669,393 63,393,697

(19) War veterans 
organizations

36,095,809 55,710,418 52,407,025

(25) Title holding companies 
for pensions, etc.

263,228 269,124 320,683

(50) Cooperative hospital 
service organizations

77,845,124 47,468,490 46,484,398

(82) 527 Political organizations 2,118,898 3,410,550

(00) Other 180,415 15,821,162 27,742,143

Total $62,126,328,993 $67,153,363,776 $83,251,159,085

SOURCE: National Center for Charitable Statistics Core Files.
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EXHIBIT 5. Michigan Nonprofits, Revenue and Assets, 2008, 2011, and 20135

 2008 Revenue 2011 Revenue 2013 Revenue

Noncharitable nonprofits $22,886,896,849 $75,478,071,761 $21,788,560,556

Public charities 38,567,088,823 44,027,000,931 45,436,548,765

Private foundations 3,109,313,340 673,287,219 1,948,769,795

Total $64,563,299,012 $120,178,359,911 $69,173,879,116

Adjusted for inflation to 2011 $69,857,235,839 $124,462,143,914 $69,173,879,116

2008 Assets 2011 Assets  2013 Assets

Noncharitable nonprofits $74,914,127,092 $123,414,199,748 $119,890,462,043

Public charities 62,838,002,744 69,634,026,739 77,176,881,444

Private foundations 20,285,380,679 18,989,055,000 19,818,538,104

Total $158,037,510,515 $212,037,281,487 $216,885,881,591

Adjusted for inflation to 2013 $170,995,965,393 $219,595,396,900 $216,885,881,591

SOURCE: IRS Business Master Files. Inflation adjustment done using the U.S. CPI-U.

5  Totals for 2008 and 2011 have been adjusted from prior year reports to remove a consolidated 990 return for state credit unions to 
prevent the double counting of assets and liabilities. Previous reports used the INCOME field from the BMF File. This version of the 
report uses the F990REV field, because it was deemed to be a more accurate representation of nonprofit revenues. Revenues for 
private foundations were not reported in the BMF Files, so the IRS Core Files were used. Because of the lag in reporting between the 
BMF and Core Files for the revenues for private foundations, the 2013 total is from the 2011 Core file, the 2011 revenue total is from 
the 2009 Core File, and the 2008 revenue total is from the 2006 Core.

In 2013, the nonprofit sector held nearly $217 bil-
lion in assets and took in approximately $69 billion 
in revenue. As can be seen in Exhibit 5, revenues 
have fallen significantly since 2011. The drop in 
UAW Retiree Trust revenues from $54.2 billion in 

2011 to $2.3 billion in 2013 is the primary source 
of the decline. Assets increased from $212 billion 
to $217 billion between 2011 and 2013, but were 
down slightly after adjusting for inflation. 
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EMPLOYMENT DATA

The National Center for Charitable Statistics 
(NCCS) provided firm-level data on nonprofits to 
Public Sector Consultants for use in this analysis. 
Employer Identification Numbers (EINs) received 
from the NCCS were then given to the LMI in order 
to obtain aggregate employment data for a variety 
of different geographic and National Taxonomy of 
Exempt Entities (NTEE) categories of nonprofit lev-
els. At no time was organization-level employment 
information transmitted to PSC. 

As with previous reports on the employment 
numbers of Michigan’s nonprofits, there are two 
limitations to this method of obtaining employ-
ment data. First, firms that have no regular em-
ployees are not covered by unemployment in-
surance and thus are not required to supply the 
LMI with information on employees and wages. 
Second, as previously mentioned, the financial 
information from the NCCS Core Files does not 
include firms that receive less than $25,000 in 
revenue. 

As a result of these data limitations, PSC was 
only able to match approximately 32 percent of 
the firms in the Core Files. Despite this, however, 
those matched represent the largest organiza-
tions and account for the majority of economic 
activity. In total, these matches account for 85 
percent of assets, and 72 percent of revenue. 
Furthermore:

• Among public charities, we matched 37 
percent of firms, but these accounted for 
approximately 83 percent of assets, and 
82 percent of revenue.

• The matches were less successful for 
private foundations, where only 5 percent 
of firms were matched, but these account-
ed for 62 percent of assets and 58 percent 
of revenue.

• Among noncharitable nonprofits, we 
matched 37 percent of firms, but these 
accounted for approximately 90 percent of 
assets, and 55 percent of revenue.

Taken together, these statistics ensure the em-
ployment statistics in this report account for the 
majority of economic activity generated in the 
nonprofit sector.

Nonprofits in Michigan employed 438,000 people 
in the third quarter of 2013, which is approximately 
11 percent of the Michigan non-farm labor force. 
Individuals in these jobs were paid nearly $4.9 bil-
lion in that same quarter.

As shown in Exhibit 6, and similar to the analysis in 
previous years, public charities account for the vast 
majority (92 percent) of direct nonprofit employ-
ment in 2013. Noncharitable nonprofits account for 
approximately 7 percent, with private foundations 
accounting for the remainder (less than 1 percent). 

EXHIBIT 6. Third Quarter 2013 Employment in 
Michigan Nonprofits, by Nonprofit Status

Public foundations

Public charities

Noncharitable nonprofits

8%

92%

28%

<1%

SOURCE: Michigan Office of Labor Market Information and Public Sector Consultants Inc.
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It is important to note that these direct employment 
numbers may not reflect the true employment ef-
fects of private foundations. A large percentage of 
the expenditures made by these foundations are 
given to public charities. As a result, a portion of 
the jobs in the public charities sector should be at-
tributed to private foundations. 

Exhibit 7 contains the breakdown of employment 
by major NTEE category from 2007 to 2013 for 
the third quarter (July–September) of each year. 
The total employment over this time has remained 
relatively constant, decreasing 0.1 percent from 
438,845 in 2007 to 438,387 in 2013. Over this time, 
total employment in the state decreased by 3.6 
percent. 

EXHIBIT 7. Employment in Nonprofits, 2007–2013 

2007 (3Q) 2009 (3Q) 2010 (3Q) 2011 (3Q) 2012 (3Q) 2013 (3Q)

Arts, culture, and 
humanities

6,854 6,441 6,395 6,794 6,407 6,713

Education 58,471 57,514 58,991 60,501 61,555 62,819

Environment 2,952 2,683 2,853 3,030 3,037 3,054

Health 232,104 231,174 233,529 226,563 230,637 229,142

Human services 93,067 93,847 95,445 96,817 95,955 96,748

International 698 699 702 744 771 721

Mutual benefit 4,099 2,224 2,144 2,077 2,616 2,489

Public and  
societal benefit

18,894 20,588 20,844 20,708 20,414 20,624

Religion 17,579 17,685 17,350 16,181 15,938 16,058

Unknown 4,127 601 466 409 17 19

Total 438,845 433,455 438,719 433,822 437,347 438,387

State non-farm 
employment

4,261,100 3,831,400 3,872,267 3,967,333 4,038,833 4,109,433

Nonprofit employment as a percentage of state employment

10.3% 11.3% 11.3% 10.9% 10.8% 10.7%

SOURCE: ES-202 data from the Michigan Office of Labor Market Information and Public Sector Consultants. State non-farm employ-
ment numbers from the Bureau of Labor Statistics, www.bls.gov, extracted April 2014.

Employment comparisons between the nonprofit 
and other sectors in Michigan are difficult because 
standard labor force numbers do not take into 
account the organization type (for-profit vs. non-
profit). As such, the majority of Michigan’s 438,000 
nonprofit employees are already included in the 
3,415,000 service-providing jobs in the third quar-
ter of 2013. 

For comparison, we look to sectors of Michigan’s 
economy where few nonprofit employees would 
likely reside. For example, in September 2013, 
employment in the nonprofit sector, 438,000, was 
approximately equal to employment in durable 
goods manufacturing (422,000), and higher than 
the 396,000 employees in the leisure and hospital-
ity sector. 

Overall: 

• Health services organizations are the largest 
source of employment in the nonprofit sector, 

as was the case in the 2012 report. The health 
services organizations’ share of total employ-
ment remained relatively constant from 2007 to 
2013, ranging from 52 percent to 53 percent of 
nonprofit employment.

• The second-largest category is human ser-
vices, which has remained relatively steady, 
ranging from 21 percent to 22 percent over 
this time. 

• Education is the third-largest category, repre-
senting 14 percent of employment in 2013. 

Total third quarter wages paid by nonprofits in 2008, 
2010, 2011, and 2013 are displayed in Exhibit 8. 
Nonprofits are grouped by major NTEE code. Total 
quarterly wages in the state increased more than 
33 percent from third quarter 2008 to third quarter 
2013, in non-inflation-adjusted terms.
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EXHIBIT 8. Quarterly Wages in Nonprofits, 2008, 2010, 2011, and 2013

 2008 (3Q) 2010 (3Q) 2011 (3Q) 2013 (3Q)

Arts, culture, and humanities $43,822,857 $42,702,036 $42,775,427 $41,989,454

Education 648,803,954 752,791,091 746,713,515 787,899,115

Environment 16,306,031 19,154,575 20,826,280 20,832,933

Health 2,777,671,816 2,891,879,312 3,013,707,362 3,143,669,159

Human services 548,132,270 573,600,994 606,691,377 602,084,284

International 9,406,031 9,477,511 10,706,387 9,961,377

Mutual benefit 23,476,058 22,108,072 19,792,543 21,594,852

Public and societal benefit 193,341,390 212,631,217 217,477,901 224,789,483

Religion 75,737,588 73,170,298 74,883,616 75,052,518

Unknown 10,918,983 3,387,391 3,009,591 134,610

Total $4,347,616,978 $4,600,902,497 $4,756,583,999 $4,928,007,785

SOURCE: ES-202 data from the Michigan Office of Labor Market Information and Public Sector Consultants Inc.

Health services organizations paid the largest amount in wages, accounting for 64 percent of wages in 
2013. This is a similar pattern from 2008 to the present. This high share of total wages in the health care 
sector is not matched by an equally` high share of employees, though, indicating higher average wages in 
the health care sector. The second-largest category with respect to wages was education.
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Appendix A



Nonprofit Sector Impact
An overview of the economic impact of nonprofits in Michigan.

MICHIGAN

Prosperity Region Number Assets

1 Upper Peninsula Prosperity Alliance  2,189 $2,152,250,180 

2 Northwest Prosperity Region  1,753 3,484,864,357

3 Northeast Prosperity Region  1,242 1,178,462,500

4 West Michigan Prosperity Alliance  6,561 19,359,254,358

5 East Central Michigan Prosperity Region  2,532 10,024,991,952

6 East Michigan Prosperity Region  3,557 8,545,840,248

7 South Central Prosperity Region  2,809 8,269,173,066

8 Southwest Prosperity Region  3,449 18,941,506,110

9 Southeast Michigan Prosperity Region  4,142 8,247,758,701

10 Detroit Metro Prosperity Region  14,155  137,500,695,595 

Total  42,389 $217,704,797,067 
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This data comes from the Business Master File data for 2013 and includes all active organiza-
tions that are registered with the IRS for tax exemption status.



438,383 

$4.9
in wages

employees

nonprofit

EMPLOYMENT

billion

Prosperity Region Employment Wages

1 Upper Peninsula Prosperity Alliance 9,238 $72,873,324

2 Northwest Prosperity Region 12,215 120,165,205

3 Northeast Prosperity Region 4,548 32,550,523

4 West Michigan Prosperity Alliance 71,989 781,061,608

5 East Central Michigan Prosperity Region 31,177 331,978,929

6 East Michigan Prosperity Region 24,483 265,857,795

7 South Central Prosperity Region 40,064 504,405,865

8 Southwest Prosperity Region 37,379 415,062,936

9 Southeast Michigan Prosperity Region 25,972 253,266,411

10 Detroit Metro Prosperity Region 181,318 2,150,753,516

Totals 438,383 $4,927,976,112
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