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Defining Marketization

A process in which the human service

sector is increasingly involved with

selling services, products and other

commercial activities, and becomes

more reliant upon commercial income

instead of private contributions and

public funding (Salamon, 1995).



Background

Human service

      nonprofits

For-profits

      in human services
         (establishments: 47%;

          total revenues: 28%;

          employment: 22%)

government

funding

37%

fees &

charges

43%

private

giving

20%

Source: Salamon (1999)



Debate

Pro:

 Diversify funding streams

 Create sustaining revenues

 Become self-sufficient

Con:

 How to serve the poor?

 Nonprofits: for-profits in disguise?

 Non-profit-distribution?
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Literature Review

Empirical studies

Reasons leading to marketization

Outcomes of marketization

Theoretical perspectives

Market/government failure theory

Contract failure theory

Voluntary failure theory



Research questions

How the shift of funding streams impacts

organizational behaviors?

How organizational behaviors in turn

impact the funding pattern of human

service nonprofits?



Conceptual path model



Methodology

Data from Yale School of Management

Survey on Nonprofit Ventures (n=519).

Sampling & data collection

Survey instrument

                                      Venturing Survey

 Survey Screener           Not Currently Venturing Survey

                                      Never Ventured Survey







Measurement

Organizational characteristics

Commercialization

Organizational outcomes



Path analysis



Model testing

 Nonrecursive path model

 Reciprocal relationship between commercialization and

     organizational outcomes

 Assessing model fit with observed variables

 General Least Squares Estimation

    Procedure



Table 2: Correlation Matrix



Model results

The seven models demonstrate acceptable to

good fit (X2, SRMR, GFI & AGFI, except

RMSEA)

Path model is conceptually and empirically

acceptable.





Mixed findings

Donative revenues vs. commercial income

Effects on the organization’s

Ability to attract/retain donors & volunteers

Mission

Program and service delivery

Self-sufficiency

Reputation

Ability to attract/retain staff



Back to research questions

How the shift of funding streams impacts

organizational behaviors?

How organizational behaviors in turn impact

the funding pattern of human service

nonprofits?



Limitations

Sampling method

Small sample size

Measures of commercialization and

organizational outcomes

Measures of organization characteristics

Cross-sectional study



Implications

Outcomes of the marketization of human

service nonprofits: Evidence of significant

positive effects of marketization?

How marketization has shaped human service

nonprofits? – Emphasis on performance

evaluation

What can public policy do? –Balance between

revenue enhancement and service ideology.


