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ABSTRACT 

 
 
This study examines the availability of thirteen employer-provided benefits in for-profit and 
nonprofit organizations.  Results show that nonprofits are larger in size and offer more 
opportunity to advance through internal labor markets than for-profits.  Results of an OLS 
regression analysis also indicate that nonprofit companies are significantly more likely to offer 
12 of the 13 benefits, provided by the NOS (2002), than for-profit companies. Flexible 
scheduling is the only benefit with no significant difference between the two groups.  These 
findings concur with the literature on the linkage between size, professional advancement and 
employer-provided benefits.  It is suggested that family-friendly benefits help to attract and 
retain nonprofit workers by allowing them to skip the mommy track while balancing work and 
family.   
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1. Introduction 

  The nonprofit sector was the chief growth sector worldwide in the 1980s 

(Gonyea, 1999), and the number of foundations have more than doubled since 1990 

(Census, 2006).  Nonprofit organizations are not a new phenomenon in American society, 

although the rapid expansion of the sector has stimulated a flood of research on its 

economic effects.  For instance, Ruhm and Borkoski (2003) found a distinct trend in 

nonprofit employees that include a majority of females (70%), a heavy ratio of college 

educated professionals (79%) and mainly Caucasian (87%). 

  Research has also found that nonprofit organizations offer less pay than for-

profits (Ruhm and Borkoski, 2003; Preston, 1989).  The occurrence of lower wages in 

this sector has been attributed in part to the “donative labor hypothesis” which proposes 

that some workers choose to donate their labor to socially beneficial organizations for the 

intrinsic rewards of helping the community (Preston, 1989).  The literature further 

suggests that nonprofit workers are more concerned with having a meaningful career in a 

company whose values are similar to their own than monetary rewards.  The nonprofit 

worker-demographics of predominately white, educated women support this hypothesis 

suggesting that this group has the means to compromise wages because their income is 

generally supplementary to their spouses’ (Mirvis, 1983). 

The increase of working mothers in U.S. labor force has also stimulated research 

on the advantages of the family-friendly work culture.  Alternative work arrangements 

such as flexible scheduling and job sharing provide a low cost means for employers to 

help parents manage the demands of work and family. Secret (2000) found that 

employees in nonprofit organizations will use alternative work arrangements and paid 
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leave more often than for-profit employees, although it is not clear which sector is more 

likely to provide these options. 

This paper will examine the effects of nonprofit status on the availability of 

thirteen employer-provided benefits, eight of which are family-friendly benefits, using 

the 2002 National Organizational Survey data.  And since most of the current research on 

benefits are funded by large corporations whose interests are generally in the for-profit 

sector (Gonyea, 1999), results from this analysis could contribute further reasoning on 

why nonprofits remain a female-dominated employment sector. 

2          Literature Review 
 

2.1 Structural Levels 
 

Analysis of organizational structure is a vital component to the understanding of 

variation among employer-provided fringe benefits.  This section will report the findings 

of previous research on company size, union membership and internal labor markets in 

relation to the availability of benefits across employment sectors.   

Previous studies have found that the demographic and structural trends of large 

and small organizations provide a basis for theories on the distribution of benefits in  

for-profit and nonprofit agencies. Butani, et al., (2005) found that 88% of establishments 

in the U.S. employ less than 20 people and that 95% employ less than 50 people.  Several 

studies indicate that while the majority of the U.S. labor force works in small firms, large 

firms offer their employees better compensation (Butani, et al., 2005; Kalleberg and Van 

Buren, 1996; MacDermid, et all., 1999; Cubbins and Parmer, 2001; O’Rand, 1986; Even 

and MacPherson, 1994).  For example, workers in large establishments of 1,000 

employees or more earn an average of 1,156 dollars per week compared to 703 dollars for 
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workers in establishments of 50 to 99 employees, and 585 dollars per week in 

establishments with less than 10 employees (Butani, et al., 2005). 

Fringe benefits offerings have also been shown to increase with employer size. 

Across the literature, researchers have found that pensions increase as company size 

increases (Kallenberg and Van Buren, 1996; O’Rand, 1986; Even and MacPherson,1994; 

MacDermid, et al., 1999).  Specifically, large firms (over 500 workers) cover 37% of 

pensions as opposed to 17% in medium sized firms, and disability coverage increases by 

20% in large firms (O’Rand, 1986).  Health insurance is also more prevalent in large 

firms according to Cubbins and Parmer (2001) who found that the level of health 

coverage decreases by 19% in industries predominately composed of small firms.   

Several theories are offered as to why large firms offer better benefits. One explanation is 

that advanced benefit offerings in large firms are based on a greater market power and 

capital intensity, which allow them to attract and retain higher quality workers 

(Kallenberg and Buren, 1996; Brown and Medoff, 1989; Cubbins and Parmerer, 2001; 

Even and MacPherson, 1996).  Cubbins and Parmer (2001) add that large firms are given 

reduced rates on insurance policies because they have more economic stability and are 

better able to engage in long term planning.  

Large firms are more likely to be unionized than small firms (Kallenberg and 

Buren,1996) and that unions have a positive effect on the extent of employer-provided 

pensions and healthcare (O’Rand, 1986; Budd, 2005; Leigh, 1981; Freeman, 1981; Even 

and MacPherson, 1994).  Findings reported by Budd (2005) indicate that union members 

are 16% more likely to be covered by health insurance than nonunion workers, and they 

are nearly 19% more likely to participate in retirement plans.   
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Buchmueller, et al. (2002) suspect that the 20% decline in union membership 

since the 1980s may be adversely affecting the availability of employer-provided health 

benefits, since the level of received health insurance have also declined (Cubbins and 

Parmer, 2001).  However, the decrease in membership has encouraged a greater union 

interest in female workers (Gustke, 1988) whose employment rates are rising (Chao and 

Rones, 2006).  According to Gustke (1988), unions began to focus more on women’s 

issues such as childcare, pay equity, and health and safety in effort to recruit union 

support.  Despite this, Emanuele and Higgins (2000) find that nonprofit workers are less 

likely to be unionized than for-profit workers.   

Internal labor markets (ILMs), otherwise known in the corporate world as the 

stepping stones to success, offer access to firm-specific training, skill development and 

the experience needed for upward occupational mobility (Knoke and Kalleberg, 1995).  

Research findings indicate that ILMs are more likely to be offered in large companies 

than small companies (Kallenberg and Buren, 1996; O’Rand, 1986; Knoke and 

Kalleberg, 1995) and are less likely to be available in nonprofit organizations (Mirvis and 

Hackett, 1983). 

The research findings reported above have determined that organization size is an 

important structural element in predicting employee compensation.  Large companies 

have a greater rate of union membership, greater access to internal labor markets, higher 

pay, and in many cases have more fringe benefits.  Although an exhaustive review of the 

literature produced few findings on the average size of nonprofit organizations, one study 

did determine that the majority of nonprofit agencies employ fewer than 100 workers 
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(Gonyea, 1999) indicating that if previous findings hold true, nonprofits should provide 

fewer fringe benefits based on these structural parameters.  

2.2  Contextual Factors 

O’Rand (1986) states that while firm size and union status are relevant factors in 

predicting benefit coverage, worker characteristics also contribute pertinent contextual 

limits on the availability of fringe benefits.   This notion is supported by Cubbins and 

Parmer (2001) who stated that the receipt of employer-provided health insurance is 

largely based on their sociodemographic characteristics, such as age, hours of work, pay 

and gender (Cubbins and Parmer, 2001, p. 45).  Large firms, for instance, employ more 

full-time and white workers, which are both positively associated with higher rates of 

pension plans, disability coverage and health insurance (O’Rand, 1986; Cubbins and 

Parmer, 2001).  

Health insurance decreases for lower paid workers (Cubbins and Parmer, 2001). 

Pension coverage is also less likely in industries with younger, lower skilled, and part-

time workers (Even and MacPherson, 1996).  Researchers suggest that large firms 

intentionally hire older workers because this group values pension plans more so than 

younger cohorts, which helps companies keep workers loyal while maintaining the 

convenience and cost effectiveness of deferred payment (Even and MacPherson, 1996).   

Ruhm and Borkoski (2003) found that nonprofit employees average fewer work 

hours per week than their for-profit counterpart (38 vs. 41 hours), and consist of more 

part time workers.  As mentioned previously, the educational attainment and gender 

proportions of nonprofit staffing are very distinct.  79% of nonprofit employees are 

college educated and 70% are women (Ruhm and Borkoski, 2003).  Compared to the 
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33% national average of working women with a college degree (Chao and Rones, 2006), 

it seems as though educated women gravitate toward the nonprofit sector.  Interestingly, 

health benefits are said to decrease by 12% in female-dominated industries compared to 

male-dominated and gender mixed industries (Perman and Stevens, 1989).  In response to 

this, Cubbins and Parmer (2001) point out that workers in these positions may be turning 

down coverage due to other means of health care, such as a spouse.  Butani, et al., (2005) 

argues that women are rather sorted into low paying occupations such as clerical jobs 

with fewer benefits.  Other research indicates that a company’s gender composition is 

relatively unimportant in determining benefits compared to the occupational 

characteristics and workers’ skill levels (Macpherson and Hirch, 1995; Perman and 

Stevens, 1989).   

Research studies on the wage differentials between for-profit and nonprofit firms 

present varying and inconclusive results.  Ruhm and Borkoski (2003) found an 11% wage 

penalty for employees of nonprofit agencies, yet when accounting for the shorter work 

hours of nonprofit employees, the gap nearly diminishes.  Another study found that while 

nonprofit managers and professionals take an 18% pay-cut, a wage differential does not 

exist for low-skill and clerical occupations (Preston, 1989).  Support for this claim is 

found in Preston’s earlier study of the daycare industry which states that nonprofit 

workers earn 5% – 10% higher wages than for-profit daycare employees in federally 

regulated establishments (Preston, 1988). Preston concludes that wage differentials vary 

based on the market structure of the industry, social benefit of the job, and degree of 

competition over donations. One explanation for the illusion of lower wages in the 

nonprofit sector is that their employees work fewer hours and include more part-time 
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workers (Mirvis, 1983; MacPherson and Hirsch, 1995).  Secondly, if volunteer labor is 

included in the employee count, then this could have a significant effect on nonprofits’ 

representation of wages.  Nonprofits may also be pressured to spend charitable dollars on 

the cause and not the workers.  

Previous research on benefits has found that 33% of nonprofit employees received 

one or no fringe benefits compared to 20% of for-profit employees (Mirvis and Hackett, 

1983).  Emanuele and Higgins (2000) further report that nonprofits offer significantly 

fewer pensions, dental, vision and disability coverage and life insurance.  Emanuele 

(1997) also found that when fringe benefits are included in the total cost of 

compensation, the differential doubles from 20% to 40% in favor of for-profits.  DuMond 

(1977, cited in Ruhm, 2003) alternatively found that nonprofits have higher pensions and 

health coverage and fewer displaced workers. 

Subjective findings on employee attitudes in both sectors reveal that while some 

fringes may be lacking in nonprofit organizations, employees have more autonomy, more 

challenge, higher job satisfaction and more intrinsic reward than for-profit employees 

(Mirvis and Hackett, 1983; Maimon and Ronen, 1978).  Nonprofit workers also report 

having a more pleasant work environment (Jeavons, 1994, cited by Emanuele, 2000), and 

more sick leave (Preston, 1989).  On the other hand, Gonyea (1999) stated that nonprofit 

employees were no more psychologically committed to their organization than workers in 

for-profits.  

2.3  Environmental Levels 

The literature discerns between three levels of industry: goods-producing, service-

producing and service.  The majority of occupations in the for-profit sector are found in 
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the goods-producing industries (agriculture, mining, construction, manufacturing) and in 

the “service-producing” industries (finance, insurance, real estate, business services, 

transportation, communication, utilities, retail, and public administration).  Nonprofit 

occupations are conversely found in the service industries (social and personal services, 

hospitals, education, nursing and health services, religious organizations and 

entertainment), over half of which are concentrated in the hospital, social service, and 

religious industries (Ruhm and Borkoski, 2003).   

Burke and Morton (1990) examined the effects of industry on employee benefits 

and found that healthcare was provided to 95% of workers in the goods-producing 

industry compared to 85% in the service-producing industries and 67% in the service 

industry.  Life insurance was available to 96% of goods-producing employees, 90% of 

service-producing and 86% of service industry workers.  Pension plans were awarded to 

72% of goods-producing workers, 55% of service-producing workers and 47% of service 

workers.  The service industry did however exceed the goods-producing and service-

producing industries in the number of paid vacation days available to employees, while 

the two service industries greatly surpassed goods-producing in the percentage of 

employees who participate in sick leave (80% vs. 50%).  

U.S. turnover rates determined that younger males are more likely to quit their job 

due to an occupation change while females are more likely to quit their job to exit the 

work force entirely (Barnes and Jones, 1974).  Males who voluntarily leave their job do 

not suffer a wage penalty (Keith, 1993) as they do pension coverage and healthcare 

benefits (Mitchell, 1983).  Male workers actually forfeit 80% of annual earnings in the 
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form of pension loss should they decide to quit, which is why pensions serve as an 

effective deterrent for leaving an organization (Mitchell, 1983). 

2.4 Conceptual Model 

 

Benefit Distribution Model 

Context 

 

Structure      Benefits 

 

Environment 

Adapted from Wright, 2006 

 

The theoretical model used for this thesis is comprised of three sections, each of 

which are tested for an independent effect on employer-provided benefits in for-profit 

and nonprofit organizations. The structure segment of the model examines organizational 

characteristics such as a company’s size, percentage of union membership and number of 

internal labor markets across employment sector.  The Context segment of the model 

examines worker characteristics such as work hours, gender, earnings, and level of 

autonomy.  The Environment segment of the model will look at industry, turnover, 

market area and level of competition.  The dependent variable in this study is employer-

provided benefits, which include insurance, retirement, family-friendly, and childcare 

benefits.  
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2.5  Research Hypotheses  

Structural Level Hypotheses 

1a. As the size of an organization increases, employer-provided benefits will increase net 

of other factors. 

1b. As internal labor markets increase, employer-provided benefits will increase 

net of other factors.   

1c. Nonprofit organizations will offer fewer employer-provided benefits than for-

profit organizations net of other factors. 

Contextual Level Hypotheses 

2. As the percentage of female workers in an organization increases, employer-

provided benefits will decrease net of other factors.   

Environmental Level Hypotheses 

3a. As turnover increases, employer-provided benefits will decrease net of other 

factors.  

3b. As the market area for a business increases, employer-provided benefits will increase 

net of other factors. 

  3 Methods 
 
3.1  Data 
 
 The data for the current study is from the 2002 National Organization Survey 

(NOS).  Producers of the NOS (2002) research project were Tom W. Smith, Arne L. 

Kallenberg and Peter V. Marsden of the the National Opinion Research Center.  The 

universe included all participants in the 2002 General Social Survey (GSS) of the GSS 

1972-2002: Cumulative File ICPSR3728.  Individual business establishments are the unit 
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of analysis for the NOS (2002). The sample was selected through information given by 

GSS (2002) participants on their place of employment.  Participants disclosed the name 

of the employer, telephone number and address where they could be reached.  Data for 

the NOS (2002) was collected on 516 employment agencies via telephone interview and 

mail-back questionnaire.  In the current study, twenty-seven cases were removed using a 

“select if” statement for missing one or more of the fringe benefit variables, and one case 

was removed for missing a value on the nonprofit variable. The final sample size is 488.   

3.2  Dependent Variable 

The dependent variable in this study is fringe benefits.  Thirteen fringe benefit 

variables were provided by the NOS (2002) and have been recoded into binaries and then 

grouped into four indexes.  The total benefits index was compiled by adding the total 

range of fringe benefit variables.  These variables include: health insurance, life 

insurance, eldercare, flexible scheduling, retirement plan, paid sick leave, paid vacation, 

paid personal leave, daycare available, daycare cost cover, new parent leave, unpaid 

parental leave and mental health benefits.   

 Three subsequent indexes are entitled “insurance” “childcare” and “family-

friendly” benefits. The insurance index measures whether or not a company offers health 

and life insurance.  The childcare index measures whether the employer provides daycare 

for their workers or if they cover full or partial cost of daycare.  Finally, the family-

friendly index includes the variables eldercare assistance, flexible scheduling, mental 

health benefits, unpaid parental leave, new parent leave, paid personal days, paid sick 

leave and paid vacation.   
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3.3  Independent Variables 

This section will explain the coding descriptions of the independent variables as 

well as their expected directionality as controls for the hypotheses.  The structural 

elements of an organization that are analyzed in this study are company size, 

unionization, and level of internal labor markets.  Nonprofit status of an organization is 

considered a structural factor as well and has been recoded from a nominal variable into a 

zero/one binary. A value of 1 indicates that the company is part of the nonprofit sector, 

while a zero indicates that it is a for-profit organization.  It is expected that nonprofit 

organizations will offer fewer benefits than for-profit companies. 

The total employment variable uses an interval level of measurement and was 

constructed by adding together the part-time and full-time employee variables.  The 

bivariate analysis used this variable in its raw form (number of employees) to compare 

across employment sectors as well as in a percentile form.  The percentile of employees 

indicates company size based on a scale of 0-100, which offers a more practical approach 

to analyzing wide-range variables.  The regression analysis also used the percentile 

version because it shortens the range, making the coefficient have a meaningful value 

while still measuring organizational size.  

Cases that are part of a larger organization were coded into a binary variable and 

are indicated by a value of 1, while companies that are not part of a larger organization 

are coded as a 0.  Multinational corporations were similarly coded into binary form with a 

value of 1 indicating multinational status.  It is expected that as employment, the 

percentage of larger organizations and the percentage of multinational organizations 

increase, the amount of employer-provided benefits will subsequently increase. 
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The variables business longevity (age of an organization in years) and the 

percentage of unions per sector are measured on an interval scale. It is expected that 

greater business longevity and higher unionization rates will positively affect the amount 

of fringe benefits offered. Internal labor markets were measured on an ordinal scale from 

zero to seven.  A company that offers no chance for advancement will render a value of 0 

for the ILM variable. 1 indicates one level of promotion, 2 equals two levels, three to four 

levels of internal labor markets are coded as a 3, five to six levels are coded as 4, seven to 

ten is indicated by a 5, eleven through twenty equals 6, and twenty-one or more has a 

value of 7.  It is expected that companies who offer more promotional opportunity will 

offer more fringe benefits.   

 Contextual factors examined in this study include the number of employees 

earning less than 10 dollars per hour (annual salary less than $20,000), the number of 

workers who earn between 10 and 15 dollars per hour (annual salary between $20,000 

and $30,000), and those who earn more than 15 dollars per hour (annual salary greater 

than $30,000).  The percentage of full-time workers, core workers and female workers 

are also examined.  It is expected that the wage and worker variables will control for the 

offset of benefits in the nonprofit sector and will determine the cause of the differential.  

Autonomy is a contextual factor based on an index of two variables measuring 

how much control core workers have over the best ways to accomplish assignments and 

how closely they are supervised.  It is measured on an ordinal scale from 0 to 4, with the 

lowest value indicating that core workers have no autonomy.  A value of 1 suggests core 

workers have little autonomy, 2 means that they have a moderate amount, 3 shows that 

workers are “mostly” autonomous, and 4 is equal to complete autonomy.  It is expected 
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that nonprofit core workers will illustrate more autonomy on average than for-profit 

workers, though it is not expected to affect the amount of fringe benefits offered in either 

sector. 

Environmental components to be evaluated in the current study include industry 

which is measured as a 0, 1 binary where a value of 0 indicates service industry and 1 

indicates goods-producing industry. It is expected that nonprofit workplaces will most 

likely be found in the service industry, which will negatively affect the availability of 

benefits.   

Turnover rates in this sample are measured by the percentage of total workers 

who quit in the past year, and competition is measured using an interval scale from 0 to 3.  

A 0 value indicates that a company has no competition, 1 is “very little”, 2 is “a moderate 

amount” and 3 is “a lot.”  It is expected that nonprofit organizations will have less 

turnover and less competition than for-profit companies. 

Market area is measured by three binary variables indicating whether the 

company’s main market is local, regional or national.  These variables were constructed 

through a series of recodes on the original six level market variable.  For the local market 

variable, a value of 1 indicates that the main market area for a company is within a 

neighborhood or city limit. For the regional variable, a 1 value means that the company 

has a county-wide or state-wide market.  The national variable includes a national and 

international market area, which is also identified by a value of 1.  It is expected that both 

market area and competition will have significant positive affects on fringe benefit 

offerings. 
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4  Results 

4.1  Table 1 
 

Table 1 illustrates the results of the bivariate analyses between the structural, 

contextual, environmental and dependent variables on for-profit and nonprofit 

organizations.  Results show that for-profit organizations offer fewer fringe benefits on 

average than nonprofit organizations. Specifically, for-profits offer a mean of 5.6 of the 

13 benefits with a median of 6, while nonprofits offer a mean of 8.4 benefits and a 

median of 9. This finding is statistically significant at the .000 level.    

Results for the structural level factors within for-profit and nonprofit companies 

indicate that nonprofit companies are more established than for-profits (54.6 years vs. 

23.5 years) are larger in size than for-profits (1,229 vs. 226 workers) yet have fewer 

establishments that are part of a larger firm (47% vs. 73%).  Nonprofits are more likely to 

incur union membership (21% vs. 4%) and have more levels of internal labor markets  

(4.0 vs. 2.8) indicating that nonprofits offer a greater chance for advancement on average. 

No significant difference was found between for-profit and nonprofit on the multinational 

variable. 

Contextual factors showing a statistically significant difference between the two 

employment sectors are in the areas of female and low wage workers.  Nonprofit 

organizations have a higher percentage of female employees than for-profits (60% vs. 

48%) and a lower percentage of workers earning less than ten dollars per hour (17% vs. 

27%).  Table 1 also shows that the percentage of full-time workers and levels of 

autonomy were not significantly different at the .05 level between nonprofits and for-

profits.  
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Analyses of environmental factors indicate that Nonprofits are less likely to be 

found in the goods-producing industry (37% vs. 13%), are more likely to have a local 

market area (65% to 51%) and less likely to have a national market area (11% to 25%).  

Nonprofits also have a lower level of competition compared to for-profit companies (1.5 

vs. 2.4) on a 0-3 scale.  Results on the percentage of quits in the last year are not 

statistically different across employment sectors.  

4.2  Table 2 

 Table 2 illustrates the results of the bivariate analyses on the individual fringe 

benefits offered in for-profit and nonprofit organizations.  Result show that nonprofits are 

more likely to offer health insurance (93% vs. 68%) and life insurance (81% vs. 51%) 

than for-profits.  Nonprofits are also more likely to offer retirement plans (85% vs. 51%) 

on average.  In regards to family-friendly benefits, nonprofits are more likely to provide 

eldercare (23% vs. 9%), paid sick leave (92% vs. 52%), paid vacation (89% vs. 74%), 

paid personal leave (73% vs. 51%), new parent leave (45% vs. 23%), unpaid parent leave 

(96% vs. 78%) and mental health benefits (61% vs. 25%).  These findings are statistically 

significant at the .001 level.  Childcare benefits are also more likely in to be available in 

nonprofit companies, especially daycare (23% vs. 5%), which is significant at the .001 

level.  Daycare reimbursement is more often available in nonprofits (15% vs. 7%) and is 

significant at the .05 level.  Flextime was found to not be statistically different across 

employment sectors.   

4.3  Table 3 

 Table 3 illustrates the multivariate results from a OLS regression analysis of the 

structural, contextual and environmental model segments on fringe benefits. The adjusted 
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R-square is 0.59 (significant at the .001 level) suggesting that the model explains 59% of 

the variance in fringe benefits.  A second analysis between employment sectors render  

R-square values of .538 (54%) in for-profits and .427 (43%) in nonprofits, both of which 

are statistically significant at the .01 level.  These results have determined that for-profit 

organizations offer fewer fringe benefits than nonprofits, net of other factors. 

 Structural level factors seem to have the strongest effect on benefits according 

Table 3. The unstandarized coefficients for the percentile of employees variable, 

indicating company size, shows that for every one percentile increase of employees in the 

full sample, fringe benefits increase by .05.  Benefits similarly increase by .06 in for-

profits and .04 in nonprofits. These findings are statistically significant at the .001 level 

and support Hypothesis 1a which predicts that larger companies will offer more benefits 

than smaller companies, net of other factors.  

 Hypothesis 1b stated that fringe benefits would increase as the levels of internal 

labor markets increase, net of other factors.  Table 3 supports this prediction in that 

benefits increase by 0.20 for every level of ILM in the full sample, 0.23 in for-profits, and 

.09 in nonprofits.  The difference in coefficients between for profits and nonprofits is 

statistically significant at the .05 level.  Hypothesis 1c, fewer fringe benefits will be found 

in nonprofit organizations, was also rejected.  Table 3 illustrates that employer-provided 

benefits increase by .83 in nonprofits on the full sample, and is significant at the .01 level. 

 Contextual factors have less of an independent effect on fringe benefits than the 

structural factors as seen on Table 3. The percentage of women in the full sample 

increases benefit offerings by 0.55, 0.37 in for-profits and 0.67 in nonprofits. These 
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results do not support Hypothesis 2 which states that fringe benefits would decrease as 

the percentage of women in an organization increases. These findings are not significant.   

Two environmental factors were hypothesized to directly affect the benefit 

offerings in for-profit and nonprofit organizations. Hypothesis 3a predicted that a higher 

percentage of turnover in an organization would decrease the amount of available 

benefits.  Result show, however, that an organization’s one-year quit rate has no affect on 

the amount of benefits offered to employees, and does not support the hypothesis. The 

unstandardized coefficients for the full sample and for-profit companies were 0.00 while 

nonprofit benefits actually increased by 0.05 for every one percentage of quits.  These 

results are not significant.  

Hypothesis 3b states that as a company’s market area increases, their benefit 

offerings will increase as well. Table 3 shows that companies whose market region is 

local offer 0.22 fewer benefits in the full sample, 0.10 fewer in for-profits, and decrease 

by 0.35 in nonprofits.  National level companies, on the other hand, increase in benefits 

by 0.34 in the full sample, 0.26 in for-profits and 0.68 in nonprofits. These findings 

support the hypothesis, but are not statistically significant.  

5  Discussion 

5.1  Summary of Findings 

 Results from the regression analysis indicate that the literature on the structural 

factors was correct in predicting that employer-provided benefits would increase as 

company size and internal labor markets increase.  Although it was expected that large 

companies would offer more opportunity to advance through internal labor markets than 

small companies, it was not expected that nonprofit organizations would be larger based 
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on findings from Gonyea (1999) nor would they have more ILMs based on findings from 

Mirvis and Hackett (1983).  Results from this sample contradict the previous research, 

showing that nonprofits are significantly larger in size and offer significantly more 

opportunities for professional advancement than their for-profit counterpart.  

Hypotheses 1c and 2 were based on the literature that nonprofit organizations 

employ a female majority, and assumed that these agencies offer fewer benefits based on 

the findings reported by Gonyea (1999) and Mirvis and Hackett (1983) on size and level 

of internal labor markets.  So to find that nonprofits are more likely to offer 12 of the 13 

benefits (as provided by the NOS, 2002), was very surprising. Granted that most of the 

benefit index was based on family-friendly benefits, higher rates of pension and health 

insurance still occur in nonprofits, despite the findings of Emanuele and Higgins’ (2000) 

that state the contrary.  Another interesting finding from this study was the lack of 

significant difference in flextime between the two groups.  Flexible scheduling is a cost-

effective family-friendly benefit that was expected to be, if nothing else, more prevalent 

in nonprofits.  Finally, it is concluded that, according to Table 1, for-profit companies 

employ a significantly higher composition of low-wage workers than nonprofits which 

may be the deciding factor in decreased benefit offerings as show in Table 3. 

5.2  Limitations 

 Several variable level limitations were apparent in the NOS (2002) dataset. For 

instance, no data was available on 401k plans, dental and vision insurance, disability 

coverage or alternative work arrangements such job sharing and work-from-home 

options.  The level of measurement for the industry variable also made analysis difficult 

since the coding of the “service-producing” industry was not specified as it has been in 
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previous research.  Cross-sectional data such as the NOS (2002) is also more likely to 

provide misleading information than longitudinal data because the fringe benefits in these 

companies could have been discontinued or added immediately prior to the study.  

5.3 Policy Implications 

 The family-friendly benefits that were found more prevalent in nonprofit 

organizations include eldercare assistance, mental health benefits, unpaid parental leave, 

new parent leave, paid personal days, paid sick leave, paid vacation, daycare and daycare 

reimbursement.  Family-friendly policies such as these make employees’ lives easier 

outside of work, and consequentially increase worker esteem as they feel valued by their 

company (MacDermid, et al., 1999; Secret, 2000).  In addition, Perry-Smith, et al., (2000) 

stated in accordance with Secret (2000) that worker productivity levels increase 

significantly in firms who offer work/family bundles, particularly in firms with a higher 

ratio of female employees.  Thus, nonprofit firms retain their dominate workforce of 

educated women, boost the firm’s performance, induce worker commitment and promote 

employee interest in the goals and growth of the company (Perry-Smith, et al., 2000).  

Perhaps if all companies established family-friendly policies to help their employees 

better manage the demands of work and family, they too would benefit from a more 

satisfied and productive workforce.   

Until recently, taking time off from work to attend family needs was seen as 

unprofessional, disruptive to the work culture, and gave women a one-way ticket on the 

“mommy track.”  An example of this is articulated by Baird and Reynolds (2004) who 

discuss employees’ awareness of their rights to unpaid leave through the Family and 

Medical Leave Act.  They found that most employees are aware of their option to take up 
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to 6 weeks of unpaid leave for family or medical reasons, however very few would use it 

even in the event of emergency.  Most of workers’ reservations, they found, were due to 

the negative repercussions that ensue, such as being overlooked for promotions and 

raises.  Baird and Reynolds (2004) conclude that employers present the Act as a family-

friendly façade to attract workers, although in reality it produces a glass-ceiling effect for 

anyone who uses it.  If this is the case in for-profit firms, perhaps it could be theorized, in 

addition to the donative-labor hypothesis, that nonprofit employees are willing to 

sacrifice pay for real family-friendly benefits, no strings attached.   

Findings from this study have the potential to change the face of nonprofits from a 

lower class business status to a paradigm of mutual appreciation between workers and 

employers.  Further research on the retention rates (ie. number of years served) of 

nonprofit workers vs. for-profit workers could also lend support to the nonprofit 

paradigm and thus greater advocacy for family-friendly benefits. 
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Variables: Full Sample Profit 1 2 Nonprofit
Dependent Variable:

Employer-provided Benefits (mean 1-13) 6.4 5.6 *** ^ 8.4
Employer-provided Benefits (median 1-13) 7.0 6.0 9.0

(stddev) (3.1) (3.0) (2.3)
Independent Variables:

Structural factors:
Business longevity (years) 33.1 23.5 *** ^ 54.6

(median) 20.0 15.5 37
(37.3) (26.8) (47.4)

Percentile of Employees 50.5 43.2 *** ^ 67.0
(28.8) (27.5) (24.6)

Number of Employees 533.9 225.6 *** ^ 1228.7
(1938.8) (781.3) (3194.3)

% Part of Larger Organization (0,1) 65% 73% *** ^ 47%
(0.5) (0.4) (0.5)

% Multinational (0,1) 12.0% 14.0% 8.0%
(0.3) (0.3) (0.3)

% Union 9.0% 4.0% *** 21.0%
(25.1) (16.3) (35.1)

Level of Internal Labor Markets (0-7) 3.2 2.8 *** ^ 4.0
(median) 3.0 3.0 4.0

(1.7) (1.7) (1.4)
Contextual factors:

% Full time employees 83.0% 82.0% 84.0%
(25.6) (27.1) (21.8)

% Women 20.0% 48.0% *** ^ 60.0%
33.4 (0.3) (0.3)

% Earnings less than $10 /hour (0,1) 24.0% 27.0% *** 17.0%
(29.8) (32.8) (19.9)

Level of Autonomy (1-4) 3.9 4.0 3.6
(3.0) (3.0) (3.1)

Environmental Factors:
% Goods-Producing (0,1) 29.0% 37.0% 13.0%

(0.5) (0.5) (0.3)

% Quit Rate 4% 5% 3%
(11.3) (12.9) (6.3)

% Local Market (0,1) 55.1% 50.9% ** ^ 64.7%
(0.5) (0.5) (0.5)

% National Market (0,1) 20.5% 24.6% ** ^ 11.3%
(0.4) (0.4) (0.3)

Level of Competition (0-3) 2.1 2.4 *** ^ 1.5
(1.0) (0.8) (1.2)

Sample n: 488 338 150
1  = *** p < 0.001; ** p <  0.01; * p < 0.05 100% 69% 31%
2 effect size greater = > .20

TABLE 1
Values for Full Sample and by Organizational Status
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Benefits: Full Sample Profit 1 2 Nonprofit
Insurance:

Health (0,1) 76% 68% *** ^ 93%
(0.43) (0.47) (0.26)

Life (0,1) 60% 51% *** ^ 81%
(0.49) (0.50) (0.40)

Retirement:
Pension (0,1) 62% 51% *** ^ 85%

(0.49) (0.50) (0.36)
Family-Friendlies:

Flextime (0,1) 64% 64% 63%
(0.48) (0.48) (0.49)

Eldercare (0,1) 13% 9% *** 23%
(0.34) (0.28) (0.42)

Paid Sick Leave (0,1) 64% 52% *** ^ 92%
(0.48) (0.50) (0.27)

Paid Vacation (0,1) 78% 74% *** 89%
(0.41) (0.44) (0.32)

Paid Personal Leave (0,1) 58% 51% *** 73%
(0.49) (0.50) (0.44)

New Parent Leave (0,1) 30% 23% *** 45%
(0.46) (0.42) (0.50)

Unpaid parental leave (0,1) 83% 78% *** 96%
(0.37) (0.42) (0.20)

Mental Health (0,1) 36% 25% *** ^ 61%
(0.48) (0.43) (0.49)

Childcare:

Daycare (0,1) 11% 5% *** 23%
(0.31) (0.23) (0.42)

Daycare Reimbursement (0,1) 10% 7% * 15%
(0.30) (0.26) (0.36)

Sample n: 488 338 150
1  = *** p < 0.001; ** p <  0.01; * p < 0.05 100% 69% 31%
2 effect size greater = > .20

TABLE 2
Univariate and Bivariate Analysis for Disaggregated Fringe 

Benefits by Organizational Status
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Full Sample Profit Nonprofit
Variables:
Independent Variables: unstd. 1 std. unstd. 1 std. unstd. 1 std.

Structural Factors:
Nonprofit Org. (0,1) 0.83 ** 0.12

Organizational longevity (years) 0.00 0.02 0.01 0.08 0.00 -0.07
Centile of Employees 0.05 *** 0.49 0.06 *** 0.52 0.04 *** 0.44

 Part of Larger Organization (0,1) -1.09 *** -0.17 -1.02 *** -0.15 -1.03 *** -0.23
 Multinational (0,1) 0.49 0.05 0.40 0.05 0.75 0.09

Union (0,1) 0.11 0.02 0.20 0.02 0.26 0.06
Internal Labor Markets (1-7) 0.20 ** 0.11 0.23 ** 0.12 0.09 0.05

Contextual factors:
% Full time employees 0.96 * 0.08 0.87 0.08 1.00 0.10

% Women 0.55 0.06 0.37 0.04 0.67 0.09
Less than $10/hr (0,1) -0.01 *** -0.14 -0.01 *** -0.14 -0.02 *** -0.21

Level of Autonomy (1-4) -0.05 -0.05 -0.07 -0.07 -0.05 -0.07
Environmental Factors:

 Goods-producing (0,1) -0.49 * -0.07 -0.46 -0.07 -0.69 -0.10
% Quit Rate 0.00 0.01 0.00 -0.01 0.05 0.13

Local Market (0,1) -0.22 -0.04 -0.10 -0.02 -0.35 -0.07
National Market (0,1) 0.34 0.05 0.26 0.04 0.68 0.10

Level of Competition (0-3) 0.20 * 0.07 0.24 0.06 0.13 0.07
(Constant) 2.69 *** 2.30 ** 5.04 ***
Adjusted R-squared 0.59 *** 0.54 *** 0.43 ***
n= 488 338 150

1 = *** p < 0.001; ** p < 0.01; * p < 0.05
2  = <> significant difference between for-profits and nonprofits at the 0.05 level

TABLE 3
OLS Regression Analysis for Profit and Nonprofit 

Organizations

 
 
 

 
 

 
 
 
 
 
 
 
 
 


