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Foreword
Whether they are for-profit or not-for-profit, all enterprises that employ people face the
challenge of developing human resource strategies and practices that help the
organization achieve its goals while providing an attractive and productive workplace.
This challenge is made more complex when the environment is rapidly changing.
Changes may arise as a result of new technologies, demographic shifts, financial
conditions, or a variety of other factors.
We are familiar with the changes, sometimes wrenching, that have been experienced in
the private sector in Canada beginning in the 1980s and, later, in the public sector.
Downsizing, de-layering, and restructuring have been common. What is perhaps less well
recognized is that Canada’s non-profit sector has also been experiencing many years of
organizational change. Its responsibilities have grown at the same time that governments
have been cutting back on social programs. The sector has also seen a shift in funding
from core, ongoing to more short-term, targeted funding. Many non-profit organizations
are responding to the need to adapt to changing circumstances.
This report by Kathryn McMullen and Richard Brisbois, the fourth in CPRN’s series on
human resources in the non-profit sector, looks at how these shifts in context have
affected organizational strategies and human resource practices in the sector. She finds
that non-profit organizations have adopted strategies similar to those found in the forprofit sector: increasing employees’ skills, improving product and service quality, and
increasing employee involvement/participation. However, there are some important
differences in human resource practices. For example, there is more involvement of staff
in decision-making in the non-profit sector and greater availability of personal and family
supports.
Earlier studies in this series have shown that pay is generally lower in the non-profit
sector than in the for-profit or quasi-government sectors. The sector remains attractive for
many people as a place to work because of the unique opportunities it provides to serve
our communities. Enlightened human resource management practices can also attract
skilled and committed workers. The evidence in this report suggests that many non-profit
employers do offer an involving and supportive workplace, something that employers in
all sectors would do well to emulate.

Judith Maxwell
December 2003
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Executive Summary
Interest in the non-profit sector has surged in recent years, along with recognition of the
contributions of the sector, socially, culturally, and economically. But, while we have
begun to learn more about volunteers and charitable giving,1 relatively little is known
about how the sector, and organizations within it, are organized. In particular, there has
been a notable absence of information about paid employees and human resource issues
in the sector.
Statistics Canada’s Workplace and Employee
Survey (WES) provides data, never before
available, on non-profit organizations and the
paid workers they employ. Drawing on the
1999 WES, Canadian Policy Research
Networks examines a range of human
resource issues in the non-profit sector in a
series of five reports. This is the fourth in that
series.
This report reviews the recent literature on the
impacts of external change on non-profit
organizations, drawing out the implications
for organizational strategies and human
resource management practices. We build on
that work by using the WES to provide
quantitative estimates of the magnitude of
change in the Canadian non-profit sector and
compare the non-profit sector to other sectors
in the economy in its use of a variety of
human resource management practices.
Using data on non-profit status and industry
classifications, we classify employers and
employees into three sectors, which are
further divided into subsectors:
•
•
•

1

The 1999 Workplace and Employee
Survey (WES)

For the purposes of our analysis of the
non-profit sector in Canada, the
following key features of the WES are
worth noting:
•

•

•

Data were collected from a
nationally representative sample of
workplaces and paid employees in
those workplaces;
The WES includes only workplaces
that have at least one paid
employee; it does not include
workplaces run entirely by
volunteers, nor does it include
volunteers who work alongside of
paid workers;
The WES excludes religious
organizations and establishments
in government, some primary
industries, and the Territories.

For-profit;
Quango (non-profit organizations in ‘quasi-public’ industries, including
elementary/secondary schools, colleges/universities, hospitals, and public
infrastructure);
Non-profit (culture, recreation and associations; health, education and social services;
and ‘other non-profit’ industries).

See Statistics Canada, National Survey of Volunteering, Giving and Participating.
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Lessons from the Literature
Expert observers identify a number of common challenges, especially those relating to
changes in the funding environment; decreasing availability of skilled and committed
volunteers; increasing workloads; rising skill requirements; insufficient and short-term
funding; constraints on organizations’ ability to develop long-range strategic plans; and
issues with respect to recruitment and retention. Organizational impacts include changes
in the services that are provided; in accountability reporting; in organizational structures,
processes, and governance; in hiring practices; and in clients served.
The non-profit sector is human resource intensive; indeed, human capital is viewed as
being the “greatest strength” of non-profit organizations. A review of the literature on
how changes in the operating environment are affecting the non-profit sector shows that
nearly all of those changes have major impacts on the individuals who work in the sector.
The success of human resource policies will therefore have an important bearing on how
well the sector will meet the challenges it faces.
Over the past couple of decades, a body of literature has developed that addresses issues
around human resource management and its role in organizational performance. That
literature arose in part out of a recognition that rising educational and skills levels in the
labour force require new approaches to human resource management and in part out of
the recognition that the world in which organizations operate has become increasingly
complex. Nowhere does that apply better than to the non-profit sector.
High performance human resource management systems embrace flatter organizational
management hierarchies, information-sharing, participation in decision making, provision
of training opportunities, and flexible work arrangements. The evidence suggests that
adoption of such practices has positive effects on employees (greater satisfaction,
commitment, motivation, effort, and performance, and less absenteeism) which in turn
positively affect firm performance, productivity, and competitiveness.
Research Findings
By identifying non-profit organizations as such for the first time in a broad national
survey of this type, the WES makes a valuable contribution to knowledge about the
sector. However, most organizations included in the WES are in the for-profit sector and
the business perspective taken by the 1999 WES is still very much based on a for-profit
model. As a result, many of the unique circumstances faced by non-profit organizations
cannot be addressed by our analysis and some of the business concepts included do not
apply easily to the non-profit sector. Efforts should be made to include elements that
more closely reflect the realities of the non-profit sector in future surveys like the WES.
A case can also be made for development of research models and surveys that focus only
on the non-profit sector in order to identify and measure in more detail the nature of the
challenges faced by the sector and effective strategies for dealing with those challenges.
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Organizational Change
Despite some very fundamental differences in the nature of non-profit and for-profit
organizations, and to a lesser extent, organizations in the quango sector, differences in the
business strategies they used were not strikingly large. Organizations in all three sectors
placed a strong emphasis on increasing employee skills, on improving the quality of the
products they produce and the services they provide, and on increasing employee
involvement and participation.
Employers in the non-profit sector were less likely than other employers to report
organizational change in the 1998-99 period. Yet, when such changes were introduced,
the objectives were to reduce costs, increase product/service quality, and raise
productivity. Indeed, the most frequently reported impact of organizational change was
an increase in product/service quality and an increase in productivity.
Other organizational impacts (reported by one quarter or more of employers in the nonprofit sector) included improvements in the quality of the labour-management
relationship; increases in product/service differentiation; and increases in the ability to
measure performance.
Human Resource Management Practices
Many organizations in the non-profit sector are not in a position to independently
generate the funds needed to support their work. That places them in a precarious
financial position and means that often pay levels and job security are low. This focuses
the spotlight more intensely on the quality of human resource management and
employment relationships.
Decision Making
The data suggest that for-profit organizations tend to be governed by a strongly
hierarchical, top-down management model. In contrast, a model of shared decision
making is more likely to be found in non-profit organizations, with individual workers,
work groups and supervisors being given greater responsibility for day-to-day decisions.
This less hierarchical model of work organization is what the literature would predict for
workplaces consisting of high percentages of highly educated and skilled professionals.
However, a relatively high percentage of employers in the non-profit sector reported that
that an individual or group outside the workplace normally made decisions with respect
to a number of activities, especially with respect to staffing levels, decisions regarding the
filling of vacancies, and product/service development. Senior managers face constraints
on the extent to which they have control over a number of decisions, especially regarding
resourcing.
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Personal and Family Supports
Despite similarities in the size composition of workplaces in the non-profit and for-profit
sectors, provision of personal and family supports by the employer was more likely to be
reported by employers in the non-profit sector (38 percent of employees) than in the forprofit sector (25 percent of employees).

Union Membership and Coverage by a Collective Agreement
Union membership and coverage by a collective agreement is related to establishment
size and the occupational composition of employment. Employers in the quango sector
were most likely to report that their employees were covered by a collective agreement –
43 percent in the case of technical/trades workers; 40 percent for clerical/administrative
workers; and 33 percent in the case of professionals. Coverage by a collective agreement
was much less likely to be reported by employers in the other two sectors.
The picture changes a great deal when looked at from the perspective of employees – 40
percent of employees in the non-profit sector reported that they were union members or
that they were covered by a collective agreement, compared to 19 percent of employees
in the for-profit sector and 75 percent of those in the quango sector.
While more research is needed, it is likely that the relatively high rate of unionization in
the for-profit sector reflects the concentration of employees in the non-profit health,
education and social services sector in larger establishments, and the fact that a relatively
large share of employment in the non-profit sector is in professional occupations, where
collective agreement coverage is more likely
Similarly, the percentage of employees in the non-profit sector who were covered by a
dispute resolution mechanism was lower than in the quango sector, but higher than in the
for-profit sector.
Conclusion
Surveys, like the WES, should be designed to be more inclusive of the non-profit sector
by including questions that are more reflective of the differences in operating
environments and business strategies across sectors.
Despite the many characteristics that set non-profit organizations apart from
organizations in other sectors, there are strong similarities in the strategies they are
adopting to cope with complex change. These include having an emphasis on skill
development, improving service quality, and developing performance measurement tools.
On balance, from a human resource management perspective, the non-profit sector may
well have lessons to offer to other sectors. Small organizations with a philosophy of
shared decision making, individual control over work, and based on a foundation of
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mutual trust and respect offer employees positive employment relationships that can act
as strong recruitment and retention tools. Many non-profit organizations have these
qualities. This is a comparative advantage that many non-profit organizations would do
well to build upon – and to be cautious to preserve, especially when their ability to offer
large extrinsic rewards in the form of high salaries or long-term permanent jobs is
constrained by the environment in which they operate.
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Résumé
L’intérêt suscité par le secteur à but non lucratif a monté en flèche ces dernières années,
de concert avec la reconnaissance de l’apport du secteur à la vie sociale, culturelle et
économique. Mais, même si nous avons commencé à en apprendre davantage sur les
bénévoles et les dons de charité2, nous ne connaissons que relativement peu de choses sur
la façon dont le secteur et les organismes qui le composent sont structurés. En particulier,
il existe une absence notable de données sur les employés rémunérés et les questions de
ressources humaines dans ce secteur.
L’Enquête sur le lieu de travail et les employés
(ELTE), réalisée par Statistique Canada en 1999,
contient des données qui n’étaient pas disponibles
auparavant sur les organismes à but non lucratif et
les travailleurs rémunérés qu’ils emploient. En
s’appuyant principalement sur l’ELTE de 1999, les
Réseaux canadiens de recherche en politiques
publiques examinent un large éventail de questions
relatives aux ressources humaines dans le secteur à
but non lucratif dans une collection de cinq rapports
de recherche. Il s’agit dans ce cas-ci du quatrième
rapport dans cette collection.
Ce rapport contient une analyse des études récentes
sur l’incidence de changements externes sur les
organismes à but non lucratif, afin d’en tirer les
conséquences pour les stratégies organisationnelles
et les pratiques de gestion des ressources humaines.
Nous mettons à profit ces travaux en utilisant les
données de l’ELTE pour obtenir des estimations
quantitatives de l’importance des changements dans
le secteur à but non lucratif et pour comparer ce
secteur aux autres secteurs de l’économie en ce qui
concerne l’utilisation d’un éventail de pratiques de
gestion des ressources humaines.

L’Enquête sur le lieu de travail et les
employés (ELTE) de 1999
Pour les besoins de notre analyse du
secteur à but non lucratif au Canada,
soulignons les caractéristiques majeures
suivantes de l’ELTE :
•

•

•

Les données furent tirées d’un
échantillon national représentatif de
milieux de travail et d’employés
rémunérés dans ces milieux de travail;
L’ELTE comprend uniquement des
milieux de travail qui avaient au
moins un employé rémunéré; elle ne
comprend pas les milieux de travail
dont le fonctionnement est assuré
entièrement par des bénévoles, et elle
ne comprend pas non plus les
bénévoles qui travaillent de concert
avec des travailleurs rémunérés;
L’ELTE exclut les organisations
religieuses et les établissements dans
le secteur public, certaines industries
primaires et les Territoires.

En utilisant les données fournies par les répondants
en ce qui concerne le caractère à but non lucratif et la classification industrielle, les
employeurs et les employés furent répartis en trois secteurs, qui furent ensuite subdivisés
en sous-secteurs :
•

2

Secteur à but lucratif;

Voir Statistique Canada, Enquête nationale sur le don, le bénévolat et la participation.
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•

•

Secteur des organisations gouvernementales quasi-autonomes ou secteur parapublic
(organisations à but non lucratif dans des industries « parapubliques », y compris les
écoles primaires et secondaires, les collèges et les universités, les hôpitaux et
l’infrastructure publique);
Secteur à but non lucratif (culture, loisirs et associations; santé, éducation et services
sociaux; et « autres industries à but non lucratif »).

Enseignements tirés des études existantes
Les observateurs avertis signalent plusieurs défis communs, notamment ceux reliés aux
transformations observées dans le domaine du financement, la diminution de la
disponibilité de bénévoles qualifiés et motivés, l’augmentation de la charge de travail, les
exigences accrues en compétences, l’insuffisance des moyens de financement et le
financement à court terme, les contraintes qui limitent l’aptitude des organismes à mettre
au point des plans stratégiques à long terme et les problèmes liés au recrutement et à la
conservation des effectifs. Les incidences organisationnelles comprennent les
changements dans les domaines suivants : les services offerts, l’obligation de rendre
compte, les structures organisationnelles, les processus et la gouvernance, les pratiques
d’embauchage et la clientèle desservie.
Le secteur à but non lucratif possède une forte intensité en ressources humaines; à vrai
dire, le capital humain est perçu comme l’« atout le plus important » des organismes sans
but lucratif. Une analyse de la documentation disponible sur la façon dont les
changements dans le contexte opérationnel exercent une influence sur le secteur à but non
lucratif révèle que presque tous ces changements ont des répercussions majeures sur les
ressources humaines − les personnes qui œuvrent dans le secteur. Le degré d’efficacité
avec lequel ces personnes sont gérées aura donc une influence importante sur l’aptitude
du secteur à relever avec succès les défis auxquels il fait face.
Pendant les quelques dernières décennies, une série d’études furent consacrées à
l’examen des enjeux entourant la gestion des ressources humaines et son rôle au niveau
du rendement organisationnel. Ces études furent entreprises en partie parce qu’il devint
manifeste que la hausse des niveaux de scolarité et de compétences au sein de la
population active nécessitait l’adoption de nouvelles stratégies de gestion des ressources
humaines, et en partie parce qu’il fut reconnu que le milieu dans lequel les organismes
fonctionnent était devenu de plus en plus complexe. C’est au secteur à but non lucratif
que ce constat peut le mieux s’appliquer.
Des systèmes de gestion des ressources humaines hautement performants s’appuient sur
des hiérarchies de gestion organisationnelle amincies, le partage de l’information, la
participation à la prise de décisions, l’accès à des modalités de formation et des régimes
de travail flexibles. Il y a tout lieu de croire que l’adoption de ces pratiques exerce des
effets positifs sur les employés (satisfaction, absentéisme, engagement, motivation, effort,
rendement), ce qui, en retour, a une influence positive sur le rendement, la productivité et
la compétitivité de l’entreprise.
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Conclusions de la recherche
En identifiant pour la première fois de façon distincte les organismes à but non lucratif
dans le contexte d’une enquête de portée nationale, l’ELTE a fait un apport utile aux
connaissances concernant ce secteur. Toutefois, la plupart des organismes compris dans
l’ELTE appartiennent au secteur à but lucratif et l’optique d’affaires adoptée par l’ELTE
de 1999 est encore largement fondée sur le modèle à but lucratif. Par conséquent, notre
analyse ne peut pas tenir compte de nombreuses conditions uniques auxquelles font face
les organismes à but non lucratif, puisque certains concepts d’affaires compris dans
l’enquête ne s’appliquent pas aisément au secteur à but non lucratif. Des efforts devraient
être déployés pour inclure des éléments plus étroitement adaptés aux réalités du secteur à
but non lucratif dans de futures enquêtes comme l’ELTE. On pourrait aussi envisager de
mettre au point des enquêtes et des modèles de recherche qui porteraient uniquement sur
le secteur à but non lucratif, afin de pouvoir identifier et mesurer de façon plus précise la
nature des défis que le secteur doit relever et les stratégies efficaces pour faire face à ces
défis.
Changement organisationnel
En dépit de certaines différences fondamentales en ce qui concerne la nature des
organismes à but lucratif et sans but lucratif, et, dans une moindre mesure, de ceux du
secteur parapublic, les divergences au niveau des stratégies d’entreprise qu’ils utilisaient
n’étaient pas particulièrement importantes. Les organismes des trois secteurs insistaient
considérablement sur l’amélioration des compétences des employés, de la qualité des
produits qu’ils fabriquent et des services qu’ils offrent, et sur l’expansion de l’implication
et de la participation des employés.
Les employeurs du secteur à but non lucratif étaient moins susceptibles que les
employeurs des autres secteurs de faire état de changements organisationnels pendant la
période 1998-1999, mais lorsque de tels changements furent institués, les objectifs visés
étaient de réduire les coûts, d’améliorer la qualité des produits ou des services et
d’accroître la productivité. Dans les faits, l’incidence du changement organisationnel le
plus fréquemment déclaré était l’amélioration de la qualité des produits ou des services et
l’augmentation de la productivité.
D’autres impacts organisationnels (déclarés par 25 pour cent ou plus des employeurs dans
le secteur à but non lucratif) incluaient des améliorations de la qualité des relations
employeurs-employés, une différenciation plus poussée des produits ou des services et
une meilleure aptitude à mesurer le rendement.
Pratiques de gestion des ressources humaines
Plusieurs organismes du secteur à but non lucratif ne sont pas en mesure de générer de
façon autonome les fonds dont ils ont besoin pour soutenir leurs activités. Ils se
retrouvent donc dans une situation financière précaire, ce qui signifie que les niveaux de
rémunération et la sécurité d’emploi qu’ils offrent sont faibles dans les deux cas. Cette
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situation contribue à faire porter l’attention plus intensément sur la qualité de la gestion
des ressources humaines et les relations de travail.
Prise de décisions
Les données laissent entendre que les organismes à but lucratif ont tendance à être régis
par un modèle de gestion fortement hiérarchisée et d’intervention du haut vers le bas. En
revanche, un modèle de prise de décisions partagée est plus susceptible de se retrouver
dans des organismes à but non lucratif, dans lequel cas les travailleurs individuels, les
groupes de travail et les surveillants assument des responsabilités plus vastes dans les
décisions qui se prennent au jour le jour. Ce modèle d’organisation du travail moins
hiérarchisée correspond à ce que les études spécialisées prévoiraient pour des milieux de
travail où se retrouvent des proportions élevées de personnes hautement scolarisées et
qualifiées.
Toutefois, une proportion relativement élevée d’employeurs dans le secteur à but non
lucratif ont déclaré qu’une personne ou un groupe à l’extérieur du milieu de travail
prenait les décisions concernant plusieurs activités, notamment celles relatives aux
niveaux de dotation, aux postes à combler et à la mise au point de nouveaux produits ou
services. Les cadres supérieurs font face à des contraintes sur la mesure dans laquelle ils
exercent un contrôle sur de nombreuses décisions, notamment celles relatives à la
dotation.
Mesures de soutien personnel et familial
En dépit de similitudes dans la répartition par taille des milieux de travail des secteurs à
but lucratif et sans but lucratif, des mesures de soutien personnel et familial offertes par
l’employeur étaient plus susceptible d’être déclarées par des employeurs du secteur sans
but non lucratif (38 pour cent) que par ceux du secteur à but lucratif (25 pour cent des
employés).
Appartenance syndicale et protection en vertu d’une convention collective
L’appartenance syndicale et la protection en vertu d’une convention collective sont liées
à la taille des établissements et à la répartition professionnelle de l’emploi. Les
employeurs du secteur parapublic étaient plus susceptibles de déclarer que leurs employés
étaient protégés par une convention collective − 43 pour cent dans le cas des techniciens
et des travailleurs de métier, 40 pour cent en ce qui concerne les commis et les
travailleurs administratifs, et 33 pour cent dans le cas des professionnels. Les employeurs
des deux autres secteurs étaient moins susceptibles de déclarer qu’une protection par une
convention collective était disponible.
Le tableau se modifie considérablement lorsqu’on considère l’optique des employés − 40
pour cent des employés du secteur à but non lucratif ont déclaré qu’ils appartenaient à un
syndicat ou qu’ils étaient protégés par une convention collective, comparativement à 19
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pour cent des employés dans le secteur à but lucratif et à 75 pour cent de ceux du secteur
parapublic.
Des travaux de recherche plus poussés s’imposent, mais il est probable que le taux
relativement élevé de syndicalisation dans le secteur à but lucratif est le reflet de la
concentration des employés dans le secteur à but non lucratif de la santé, de l’éducation et
des services sociaux dans des établissements de plus grande taille, et du fait qu’une
proportion relativement élevée de l’emploi dans le secteur sans but lucratif englobe des
emplois professionnels, pour lesquels la probabilité de retrouver une protection offerte
par une convention collective est plus élevée.
De plus, la proportion des employés du secteur à but non lucratif qui avaient accès à un
mécanisme de résolution des conflits était moins élevée que celle du secteur parapublic,
mais plus élevée que celle du secteur à but lucratif.
Conclusion
Des enquêtes, comme l’ELTE, devraient être conçues pour être plus représentatives du
secteur sans but lucratif, en incluant des questions qui reflètent mieux les différences dans
les contextes de fonctionnement et les stratégies d’entreprise des divers secteurs.
En dépit des nombreuses caractéristiques des organismes du secteur à but non lucratif qui
les distinguent des organismes des autres secteurs, il existe de fortes similitudes dans les
stratégies qu’ils adoptent pour faire face à des changements complexes. Celles-ci
comprennent l’accent mis sur le perfectionnement des compétences, l’amélioration de la
qualité des services et la mise au point d’instruments de mesure du rendement.
Tout compte fait, sous l’angle de la gestion des ressources humaines, le secteur à but non
lucratif pourrait fort bien avoir des leçons à offrir à d’autres secteurs. De petits
organismes, qui possèdent une philosophie de prise de décisions partagée et de contrôle
individuel sur le travail et qui s’appuient sur un climat de confiance et de respect mutuels,
offrent à leurs employés des relations de travail positives qui peuvent servir d’outils
importants de recrutement et de conservation des effectifs. Plusieurs organismes à but
non lucratif possèdent ces attributs. Il s’agit d’un avantage comparatif sur lequel plusieurs
organismes à but non lucratif seraient bien avisés de miser et de prendre soin de
préserver, notamment lorsque leurs aptitudes à offrir d’importantes rétributions
extrinsèques sous la forme de salaires élevés ou d’emplois permanents à long terme sont
entravées par le contexte dans lequel ils fonctionnent.
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1. Introduction
Canada’s non-profit sector has now been experiencing many years of change. Recent
studies have documented the organizational impacts of shifts that have taken place in the
operating environment of non-profit sector organizations. Impacts range from changes in
skill requirements to an inability to offer paid employees long-term permanent
employment to short-term shifts in program design and content to meet funders’
requirements. All of these lead to organizational change and have direct implications for
human resource management strategies and practices within organizations.
In this, the fourth report in Canadian Policy Research Network’s Research Series on
Human Resources in the Non-profit Sector, we review the recent evidence on the impacts
of external change on non-profit organizations, drawing out the implications for
organizational change and human resource management practices. Much of that evidence
is qualitative in nature, being based on discussions with representatives of non-profit
organizations, through a large number of focus groups across the country. It is also
fundamental in that it moves beyond the anecdotal to define in more precise terms just
what the organizational impacts are. We build on that work by using Statistics Canada’s
Workplace and Employee Survey (WES) to provide quantitative estimates of the actual
magnitude of change in the Canadian non-profit sector. We also draw on the WES to
compare the non-profit sector to other major sectors in the Canadian economy in its use
of a variety of human resource management practices.
1.1 Structure of this Report
Section 2 provides a review of the literature addressing issues of organizational change in
the non-profit sector. In particular, we focus on very recent reports that have documented
how non-profit organizations are being affected by changes in their external environment.
We will also review some of the key literature concerning the role of best practice in
human resource management in helping organizations adapt to change, while also being
successful in attracting and retaining key talent.
The remainder of the report focuses on providing data on the extent of organizational
change in the Canadian non-profit sector compared to other major sectors and on
examining the human resource management strategies and practices used by
organizations in those different sectors. The data source is Statistics Canada’s 1999
Workplace and Employee Survey. Section 3 describes the WES and provides key
definitions used in the analysis.
Section 4 presents the findings regarding organizational change; key findings regarding
human resource management strategies and practices are presented in Section 5.
Conclusions and policy implications are discussed in Section 6.
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2. Literature Review
In considering issues around organizational change and human resource management in
the non-profit sector, three sets of literature are relevant. The first consists of the
mounting body of research that focuses on the environment within which the non-profit
sector operates and how changes in that environment are affecting how non-profit
organizations function. Human resource impacts are one outcome of those changes. A
second set of literature draws on what has been learned regarding the role of human
resource management strategies in assisting organizations to adapt to changing
circumstances. That literature is based on research done largely on the for-profit sector,
and to a lesser extent, on government workplaces. The third set of literature consists of
research that has been done on what characteristics describe a “good job.” This research
finds that while extrinsic rewards – pay and benefits -- associated with a job are
important, so too are the intrinsic aspects of jobs, including an employee’s sense of being
treated with respect and fairness and having work that is interesting, challenging and
rewarding.
2.1 Pressures for Change in How Non-profit Organizations Operate
It is only relatively recently, since about the mid 1990s, that much thinking and analysis
has been dedicated to the non-profit sector in Canada. This literature can be thought of as
falling into two groups.
One set of studies is concerned with defining what should be included in the sector,
describing the role played by the sector in Canadian society, and identifying what is
known and not known about the sector.3 Measurement of the size of the non-profit sector
has been hampered by a lack of data that adequately and accurately reflect the scope of
the sector. In part, those measurement issues reflect ambiguity in the definitions of what
should be included in the non-profit sector. Early references often were to the ‘third
sector,’ which referred to activities that were outside the for-profit and government
sectors. Later definitions were more refined, referring to the non-profit and/or voluntary
sectors. But, even those definitions lead to ambiguity in that non-profit and voluntary
activity can also be found in many organizations that are largely controlled by
government.
Definitions and measurement have been further complicated by the lack of data that
adequately captures non-profit and/or voluntary activities outside the scope of
government. Data exist on charitable organizations, but many non-profit organizations
fall outside the tax definition of a charity, leaving an unknown quantity of organizations
out of estimates of the size and scope of the sector.
We note in this regard that Statistics Canada has been working to develop a Satellite
Account of Nonprofit Institutions and Volunteering. The satellite account, which is
scheduled for release in 2004, will provide standard economic statistics for a broadly3

See, for example, Reed and Howe (1999); Salamon, Anheier and Associates (1999a); Salamon et al.
(199b); Dreesen (2000; 2001); McMullen and Schellenberg (2002).
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defined non-profit sector, elaborating the value of the production, incomes, outlays, and
capital financing of the Canadian non-profit sector. Statistics included in the satellite
account will be fully comparable to those already available for other sectors of the
economy and to standard economic aggregates, such as the Gross Domestic Product
(GDP). Having statistics available to account for the economic contributions and to
measure the size of the Canadian non-profit sector will make a vital contribution to filling
existing gaps in our knowledge.
A second set of research is narrower in scope, but more issue specific. Studies in this
group include those that focus on specific sub-sectors within the non-profit sector.4, 5
Often, these consist of case studies undertaken by academics or by experts within the subsectors themselves.6 By their nature these studies tend not to address broad theoretical
and conceptual issues around definitions and measurement; their contributions lie in
identifying the challenges faced by specific types of organization and the kinds of
impacts changes in the external environment are having on organizations.
A common theme running throughout much of this literature is that there is a lack of
knowledge about human resources in the non-profit sector and only partial information
about organizational changes that are taking place in non-profit organizations, often
based on anecdotal evidence.
The past few years have seen a groundswell in the number and breadth of research studies
on the non-profit sector. A good part of the momentum behind this research was
provided by the National Voluntary Sector Research Symposium that was held in Banff
in 2000. That momentum was reinforced by the establishment by the federal government
in June 2000 of the Voluntary Sector Initiative (VSI), which is a joint undertaking
between the federal government and the voluntary sector designed to address a number of
key issues affecting the sector. The VSI not only provides a focus on issues, it is also a
stimulus and source of funding for new research on the non-profit sector.
Two recent reports sponsored by the VSI provide current information that is especially
relevant to the issues of organizational change and human resource management practices
that are examined in this report. These are The Capacity to Serve (Hall et al. 2003) which
was sponsored by the Capacity Table of the VSI and Funding Matters (Scott 2003) which
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See, for example, the series of reports on human resources in a variety of sub-sectors within the Canadian
cultural sector (audio visual and live performing arts; music and sound recording; writing and publishing)
sponsored by the Cultural Human Resource Council (CHRC) (www.culturalhrc.ca). Other examples
include work on defining and classifying activities to be included in the voluntary health sector in Canada
(Febbraro, Hall and Parmegiani 1999).
5
Other studies within this group include those undertaken by specific agencies within the non-profit sector.
See, for example, Doing Less with Less – Report on the 1997 Ottawa-Carleton Community Agency Survey
(Social Planning Council of Ottawa-Carleton, 1998); Advancing the Community by Strengthening the
Voluntary Sector (Social Planning Council of Ottawa-Carleton, 2001) and Merchants of Care? The Nonprofit Sector in a Competitive Social Services Marketplace (Social Planning Council of Metropolitan
Toronto, 1997).
6
See for example, Hall and Banting (ed.) (2000).
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was sponsored by the VSI Working Group on Financing.7 The findings reported in these
two studies are consistent with those reported by earlier studies that focussed on
particular non-profit sub-sectors or on local or provincial analyses. Together these
reports provide a comprehensive and current overview of the challenges facing non-profit
organizations and the impacts of those challenges on various operational facets of those
organizations.
In The Capacity to Serve, Hall et al. (2003) report that human capital, including paid staff
and volunteers, are regarded by participants in the study as being “their organization’s
greatest strength” (p. 11). Participants also identified a number of common challenges,
the most significant of which consisted of changes in the funding environment
(government downloading of services coupled with funding cutbacks; a growing
tendency for funders to support short-term projects rather than long-term activities and
operational costs; and increasing competition among non-profit and voluntary
organizations for scarce resources). Decreasing availability of skilled and committed
volunteers, especially those interested in management and administration, also pose a
significant challenge to the sector.
Hall et al. identify a wide array of capacity constraints, grouped into three categories:
financial, human resource and structural. There are many linkages across these, however,
with human resource implications being related to a wide range of factors. These include
‘excessive burdens’ on human resources arising from financial capacity constraints, such
as excessive time commitment relating to the need to be constantly searching for and
applying for funding; reporting requirements that vary in nature and timing from funder
to funder; the need for expert skills in preparing project proposals and accounting; and
constraints on organizations’ ability to develop strategic plans due to uncertainties about
future funding and limits on how current funds can be used. Insufficient and short-term
funding leads to inadequate core funding for overhead costs and to inadequate resources
for getting the job done.
Human resource capacity constraints include difficulties in retaining staff, board
members, and volunteers with fundraising skills and financial management skills; the
need for more volunteers and challenges relating to volunteer recruitment, management
and retention; the need for more paid staff, especially staff with specialized skills; issues
relating to staff recruitment and retention, especially in a context of low pay, overwork
and burnout; and the need for more staff training.
Scott (2003) documents very similar sets of issues, attributing a range of organizational
impacts to changes in how governments, in particular, allocate funding to the non-profit
sector. Based on focus group discussions and surveys completed by focus group
participants, Scott reports on a range of organizational impacts. The majority of
organizations reported a change in service, changes in accountability reporting, changes
in organizational structure/processes, and changes in clientele. About 40 percent reported
7

Canadian Centre for Philanthropy (2003). The Capacity to Serve: A Qualitative Study of the Challenges
Facing Canada’s Nonprofit and Voluntary Organizations; Katherine Scott (2003). Funding Matters: The
Impact of Canada’s New Funding Regime on Nonprofit and Voluntary Organizations.
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changes in hiring practices and in governance. Scott observes that many non-profit
organizations are being squeezed in two directions. On the one hand, funders are
pressuring for increasingly formal and rigid accountability and reporting requirements,
more partnerships, and greater financial self reliance. On the other hand, the sense that
non-profit organizations are and should be founded on voluntarism also seems to remain
widespread. Funders do not acknowledge basic organizational needs for physical and
administrative infrastructure and the assumption is that paid staff will choose to work for
low pay, without permanent jobs, and without the resources they need to do their jobs
well. Earlier research in this series (see McMullen and Schellenberg 2003) indicates that
pay levels indeed tend to be lower in the non-profit sector compared to the for-profit and
quasi-government sectors (primarily health and education), while the percentage of
employees working on temporary contracts is higher.
2.2 Lessons from the Literature on Human Resource Management
A body of literature has developed over the past several years that addresses issues
around human resource management and its role in organizational performance. In part,
this literature developed out of a recognition that the characteristics of workers have been
changing and that new approaches to human resource management are needed.
Educational and skill levels in the Canadian labour force have been rising, giving rise to
the view that traditional top-down, hierarchical management styles will no longer be
effective in attracting, retaining and motivating workers. Instead, it is argued, highperformance human resource management systems that allow for information sharing,
participation in decision making, training opportunities, and high pay levels based on
performance are needed to allow firms prosper in the information economy. Human
resource management practices have therefore come to be regarded as an integral part of
overall business strategy.8
Similarly, a link has been made between the use of a range of human resource
management practices and innovation. As Therrien and Leonard (2003, p. 48) note, “…
HRM practices are an important part in building a positive and innovative environment
inside firms, helping them to introduce – and keep introducing – new processes and
products into the market.”
Research on human resource management practices and organizational effectiveness has
relevance for the non-profit sector from a number of perspectives. First, as has been well
documented in the literature, the sector has experienced a number of changes and
pressures in recent years. Adaptability, flexibility and change in products (services) and
processes (ways of meeting the demands of clients and funders) – that is, innovation – are
characteristic of large numbers of non-profit organizations.
Second, part of the impetus for implementing new approaches to human resource
management stems from changes in the labour force. Earlier reports in CPRN’s research
series on human resources in the non-profit sector have documented some of the key
features of paid workers in the sector. In many respects, the non-profit sector workforce
8

See for example, Betcherman, McMullen, Leckie and Caron 1994.

Coping with Change: Human Resource Management in Canada's Non-profit Sector

5

epitomizes workers in the new economy – educational attainment is high, with relatively
large percentages of workers having university degrees, and relatively large percentages
of paid employees work in professional positions. In other respects, however, the sector
differs a great deal from other sectors. Average pay levels are low compared to other
sectors, the incidence of temporary work is high, and women account for a
disproportionately large share of paid employees in the sector.9 (McMullen and
Schellenberg 2003a). These tensions put the spotlight on human resource management
practices as a key recruitment and retention tool.
Recognition of the vital role played by both paid employees and by volunteers is
widespread among non-profit organizations (Hall et al. 2003; Scott 2003). At the same
time, much of the impact of the changes that are affecting the sector falls on those same
workers. The result has been stress and burnout due to rising demands and insufficient
resources, disillusionment and loss of independence as organizations experience mission
drift in response to demands of funders, job insecurity and low pay.
Gunderson (2002) provides a critical assessment of the research that has been undertaken
on the contribution of human resource management practices to organizational
performance. He notes that there are a number of difficulties in making a direct link
between the two. Isolating the impact of any one practice and linking that directly to
organizational outcomes is difficult given the wide variety of activities going on in an
organization at any one time. Often the link is indirect, leading first to job satisfaction,
with the link from that to organizational performance not always being clear. There are
also issues around the direction of causality; it may be that more successful organizations
are in a better position to offer employees a range of innovative workplace practices
rather than the latter leading to the former. However, given the central role of skilled
employees in most non-profit organizations, there can be little doubt that how those
employees are managed will have an important bearing on organizational outcomes.
In particular, Gunderson (2002 p. iii) concludes that,
Most of the new workplace practices such as the job design features associated
with high performance work systems, employee involvement, pay for
performance, compressed workweeks and flexitime, work sharing and job
sharing, multi-skilling, diversity management, and workplace well-being
programs had positive effects on employees (satisfaction, tardiness, absenteeism,
commitment, motivation, effort, performance) which in turn positively affected
firm performance, productivity and competitiveness.
Lowe (2000) argues that human resource management practices that seek to promote
high-quality work will have positive outcomes for both workers and employers. A ‘high
9

Using data from Statistics Canada’s 1999 Workplace and Employee Survey, McMullen and Schellenberg
(2003a) compare employees in the non-profit sector to those in other sectors on a variety of job quality
dimensions, including earnings. Comparisons were made by occupational group – managers, professionals,
technical, and clerical/administrative workers. For each group, pay levels were likely to be lower in the
non-profit sector compared to the for-profit and quasi-government sectors.
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performance workplace’ is “… an organization that is innovative in a number of ways: it
is flexible and adaptive to change; it has few formal levels of hierarchy; it is responsive to
its environment; it is concerned about all its stakeholders; it empowers people; it rewards
them; and it helps them gain new skills” (Lowe 2000, p. 132.). Outcomes include lower
quit rates; fewer layoffs, accidents, and grievances; higher worker morale and job
satisfaction; lower absenteeism and stress; and productivity gains.
2.3 What’s a Good Job?
Lowe and Schellenberg (2001) examine the links between the quality of employment
relationships and a range of outcomes. They focus on the dimensions of trust,
commitment, influence and communication, finding that strong employment relationships
are associated with higher job satisfaction, which itself is linked to higher productivity;
lower turnover; higher workplace morale; and lower absenteeism. Key ingredients for
creating strong employment relationships include having a healthy and supportive work
environment (interesting work, work-family balance, helpful and friendly co-workers,
healthy and safe work environments, reasonable job demands) and receiving the
resources needed to do the job well (access to training, equipment, and information).
Important negative factors are downsizing and restructuring which are associated with
reduced levels of trust, commitment, communications, and worker influence. Lowe and
Schellenberg find that “[t]he quality of employment relationships is more important to
overall job satisfaction than pay or benefits” (2001, p. xiii) and that “[t]he strength of
employment relationships matters for individuals. This puts trust, commitment,
communication and influence on their list of job selection criteria” (2001, p. xv).
2.4 Summary
The world of work has undergone fundamental change in the past two decades. The nonprofit sector has been as much a part of that change as other sectors in the economy. At
their most basic, restructuring, changes in business practices, and changing skill
requirements, all have major impacts on an organization’s employees. That, combined
with changes in the demographics of the labour force (rising educational attainment,
increases in the labour force participation of women, and workforce ageing) puts the
spotlight on human resource management.
All organizations today operate in environments that are increasingly complex.
Furthermore, it could be argued that, in many respects, non-profit organizations face even
greater complexity than do those in other sectors. Non-profit organizations have multiple
accountabilities – to funders, to boards of directors, and to clients. The system within
which the sector works is highly interdependent and the pressure from funders is to
increase these interdependencies. Multiple relationships must be managed, and often, the
terms and conditions governing those relationships differ, adding further complexity.
As noted above, the non-profit sector is human resource intensive. How that key
resource is managed will therefore have a huge bearing on how successful the sector will
be in meeting the challenges it faces.
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In the balance of this report, we use data from Statistics Canada’s 1999 Workplace and
Employee Survey (WES) to examine organizational change and human resource
management in the non-profit sector. We note at the outset that, by identifying non-profit
organizations as such for the first time in a broad national survey of this type, the WES
makes a valuable contribution. However, we also note that the majority of organizations
included in the WES are in the for-profit sector and that the business perspective taken by
the 1999 WES is still very much based on a for-profit model. As a result, many of the
unique circumstances faced by non-profit organizations cannot be addressed by our
analysis and some of the business concepts included do not apply easily to the non-profit
sector. The approach we have taken in presenting the results of our analysis is to show
all response categories included in the WES for each question that has a bearing on
organizational change and human resource management. Our motivation for doing this is
to demonstrate both the commonalities in some business approaches between the nonprofit sectors and the other sectors and the elements to which respondents in the nonprofit sector relate poorly. Having data that allows the non-profit sector to be compared
to other sectors is important. Therefore, efforts should be made to include elements that
more closely reflect the realities of the non-profit sector in future surveys like the WES.
A case can also be made for development of research models and surveys that focus only
on the non-profit sector in order to identify and measure in more detail the nature of the
challenges faced by the sector and effective strategies for dealing with those challenges.
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3. Defining the Non-profit Sector10
The statistical analysis in this report uses data from Statistics Canada’s Workplace and
Employee Survey (WES). The WES is a longitudinal survey that tracks responses from a
sample of approximately 6,320 business establishments and 23,500 employees who work
in those establishments. This report is based on data from 1999.
Several design characteristics of the WES are particularly relevant to our discussion. First,
the WES includes only establishments that employ one or more paid workers. This means
that non-profit organizations run exclusively by volunteers are not included in our
analysis and the discussion of job quality is limited to that experienced by paid
employees. Information is not available on volunteers.
Second, the WES does not include establishments or employees in public administration
or some primary industries.11 This means that we cannot compare the job characteristics
of employees in non-profit organizations with those in government, for example.
Moreover, estimates of labour force characteristics drawn from the WES, such as the
incidence of part-time employment, will be different from those drawn from the Labour
Force Survey or other sources which include all industries as well as the own-account
self-employed.12
Third, the WES does not include religious organizations. While conceptually, these are
usually considered to be part of the non-profit sector, organizations like churches,
mosques, temples and synagogues do not fit easily in the context of a survey of business
establishments and their business strategies, technology investments and human resource
practices. As a result, they were excluded from the WES and consequently from our
analysis of the non-profit sector using the WES.
For this study, two pieces of information were used to identify and classify non-profit
organizations. First, representatives from each of the establishments included in the WES
were asked: “At this location, is this workplace a non-profit organization?” Responses to
this question were used to differentiate non-profit from for-profit firms.13 Second,
detailed industry information available through the North American Industry
Classification System (NAICS) was used to further refine the working definition of the
10

For a more detailed discussion of the methodology used to identify sector and industry, see the first
report in the CPRN Series on Human Resources in the Non-profit Sector, Mapping the Non-profit Sector in
Canada (McMullen and Schellenberg 2002).
11
Public administration is defined as federal, provincial, territorial, local, aboriginal, international or extraterritorial public administration work-sites. Primary industries include agriculture, fishing, hunting and
trapping.
12
By definition, own-account self-employed workers do not employ paid workers, and hence, they are not
included in the WES.
13
Meetings with Statistics Canada personnel have confirmed that detailed quality checks were undertaken
to confirm the reliability of the ‘non-profit’ classification. These quality checks resulted in some cases
being reclassified to the for-profit sector when it was clear that establishments initially labelled as nonprofits in fact were part of for-profit firms (satellite offices, for example) or when a for-profit establishment
reported ‘no profits’ for that year.
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non-profit sector. Hospitals, elementary and secondary schools, and colleges and
universities were re-classified as quasi-autonomous non-governmental organizations
(quangos) distinct from other non-profit organizations.14 As Hall and Banting note,
although quangos are incorporated as non-profit organizations, they “…are so strongly
influenced by government that they may be better considered to be government
institutions for some purposes” (Hall and Banting 2000). Similarly, non-profit
organizations engaged in the provision of public infrastructure were re-classified as
quangos, including those engaged in utilities (e.g. power plants and pipelines),
transportation and warehousing (e.g. harbour authorities and municipal bus lines), some
construction industries (e.g. bridge, street and sewer construction), and waste disposal.

BOX 1 Defining Non-profit Organizations
We note that our identification of non-profit organizations is based on a more limited set of criteria than
that prescribed by other models, such as the International Classification of Non-profit Organizations
(ICNPO) framework.15 Under that framework, non-profit organizations are those which are:
1) Organized – they are “institutionalized to some extent…This is signified by a legal charter
of incorporation, some degree of internal organizational structure, …or meaningful
organizational boundaries. Excluded are purely ad hoc and temporary gatherings of people
with no real structure or organizational identity.”
2) Private – “i.e. institutionally separate from government…They are 'non-governmental' in
the sense of being structurally separate from the instrumentalities of government, and they
do not exercise government authority.”
3) Self-governing – “…organizations must control their own activities to a significant extent,
have their own internal governance procedures, and enjoy a meaningful degree of
autonomy.”
4) Non-profit distributing – “i.e. not returning profits generated to their owners or directors.
Non-profit organizations may accumulate surplus in a given year, but the profits must be
plowed back into the basic mission of the agency…”
5) Voluntary – “i.e. involve some meaningful degree of voluntary participation….the
organization must engage volunteers in its operations and management, either on its board
or through the use of volunteer staff and voluntary contributions.”
Because the WES sampled formal establishments (i.e. places of business), it excludes “ad hoc and
temporary gatherings of people.” Hence, the non-profit organizations in our study meet the first ICNPO
criterion. They also meet the fourth criterion, that is, they are ‘non-profit distributing.’ However, the
WES does not include information on the “private”, “self-governing” or “voluntary” aspects of ‘nonprofit’ organizations – criteria 2, 3, and 5 above. We have tried to address these on the basis of industry
location – that is, by distinguishing quango (quasi-public sector organizations) from other non-profits –
but this is an admittedly imperfect approach. As Hall and Banting (2000 p. 7) have noted, “Clearly, those
with an interest in this topic must be prepared to
tolerate substantial ambiguity in the language that is employed and the boundaries of the subject.”
14

Philanthropic foundations associated with quango organizations like hospitals and universities are
included in the non-profit sector (non-profit culture, recreation and associations).
15
The International Classification of Non-Profit Organizations (ICNPO) is a widely used framework
developed by researchers at The Johns Hopkins University. The ICNPO sets out five criteria for
identifying non-profit organizations and a classification system for grouping non-profits into 12 major
activity groups (Salamon and Anheier 1997).
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Based on the non-profit designation and the industry variables, organizations and their
employees were grouped into three broad sectors: (1) the non-profit sector; (2) the
quango sector; and (3) the for-profit sector. Table 1 below shows the distribution of
employees and establishments across these sectors in 1999. Overall, the non-profit sector
accounted for about 8 percent of employment and for about 8 percent of establishments,
as defined in the WES.

Table 3.1. Distribution of Employees and Organizations across Sectors, Canada
1999
Percentage of Employees

Percentage of Organizations

8.1
12.4
79.5
100.0

8.1
0.8
91.2
100.0

10,780,047

718,083

Non-profit sector
Quango sector
For-profit sector
Total
Number
Source: Based on data from the WES, 1999.

Each of the three broad sectors identified above was further disaggregated into subgroups
to facilitate more detailed comparisons within and across sectors. Industry information
was used to group the 463 non-profit organizations in the 1999 WES into three categories:
•

Non-profit culture, recreation and associations: This includes non-profits engaged in
arts, entertainment, recreation and culture, as well as civic and social organizations
that serve their members. Examples include performing arts companies, museums,
summer camps, publishers, campus radio, and sports clubs. Also included are
business and professional associations, unions, and a small number of grant-making
and grant-giving organizations (e.g. philanthropic foundations). This category
corresponds to ICNPO Major Groups 1, 8, and 11.

•

Non-profit health, education and social services: This includes non-profits engaged in
ambulatory health care (e.g. community clinics) as well as nursing homes and
residential care facilities. Also included are non-profit providers of education
(excluding elementary, secondary, colleges and universities), such as literacy groups,
and organizations engaged in research. Finally, social services agencies, such as food
and emergency relief, individual and family services, and non-profit child-care, are
included here. Since, the number of non-profit providers of education is quite small,
this group is primarily comprised of health and social service providers. This
category corresponds to ICNPO Major Groups 2, 3 and 4.
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•

Non-profit other: The WES includes non-profit organizations across a range of other
industries, including residential construction, manufacturing, retail trade, professional
services and finance. The small number of cases in each of these industries
prohibited the creation of distinct categories and these organizations did not ‘fit’ with
the groupings listed above. Consequently, an ‘other’ category was created.

The 358 quango organizations included in the WES were classified into two groups based
on industry information:
•
•

Quango infrastructure: This includes ‘non-profits’ engaged in heavy construction
(e.g. streets and bridges), utilities, transportation and warehousing, and waste
disposal.
Quango health and education: This includes hospitals, elementary and secondary
schools, and colleges and universities.

Finally, the 5,501 establishments in the for-profit sector were disaggregated into eight
groups based on their industry location. These include: goods-producing industries
(mining, manufacturing and construction); distributive services (wholesale trade,
transportation and warehousing); retail trade; finance, insurance and business services;
real estate and leasing; health and education (primarily doctors, dentists, and other forprofit healthcare providers); and information and culture.
By comparing the characteristics of employees, jobs and establishments across these 13
industry categories, we are able to locate the non-profit sector within a broad labour
market context and to draw comparisons across sectors as well as across more detailed
industries.
3.1 A Note on Establishment Size
Before discussing the results of the analysis, it is helpful to recap what earlier research in
this series on human resources in the non-profit sector recap told us regarding the size
composition of organizations in the three sectors.16
Small organizations are numerically dominant in both the non-profit and the for-profit
sectors – just over one-half of all non-profit establishments had fewer than five paid
employees in 1999 and close to three-quarters employed fewer than 10 workers. Larger
establishments employing 20 or more workers accounted for about 15 percent of nonprofit establishments. These percentages are similar to the size composition of employers
in the for-profit sector. Larger establishments were more prevalent in the quango sector,
where close to 40 percent of establishments consisted of 50 or more paid workers.
Small organizations were prevalent in the non-profit culture, recreation and associations
subsector and in the ‘other’ non-profit subsector. Small establishments accounted for the
majority of establishments in the non-profit health, education and social services
16

For a more detailed discussion of a range of workplace and employee characteristics, see McMullen and
Schellenberg (2002).
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subsector as well; however, larger establishments employing 20 or more people
accounted for one-quarter of establishments in that subsector.
The picture changes somewhat when size is considered from the perspective of
employees. Just over half of employees in the non-profit sector reported that they worked
in establishments where there were 50 or more employees and another 20 percent worked
in establishments where there were between 20 and 49 employees. From an employee
perspective, then, non-profit employers are not necessarily small organizations. In fact,
large organizations are less often found in the for-profit sector – about 44 percent of
employees in the for-profit sector reported working in workplaces of 50 or more
employees and 19 percent were employed at locations where there were between 20 and
49 employees. In contrast, 97 percent of employees in the quango sector reported
working at locations where there were 50 or more employees.
Almost 60 percent of employees in the non-profit health, education and social services
subsector worked at locations where there were 50 or more employees. That was the case
for 54 percent of employees in the ‘other’ non-profit subsector. Even in the non-profit
culture, recreation and associations subsector, about one-third of employees reported
working at locations where there were 50 or more employees.
Information on establishment size provides important context as we turn to a discussion
of the research findings concerning organizational change and, especially, human
resource management, since the extent to which policies and procedures in place are
likely to increase with the number of employees in the workplace.

Coping with Change: Human Resource Management in Canada's Non-profit Sector

13

4. Organizational Change in Canada’s Non-profit Sector
As has been well-documented in the literature, Canada’s non-profit sector has been faced
with a number of challenges in recent years. Statistics Canada’s Workplace and
Employee Survey (WES) provides information on the strategies adopted by employers in
responding to the challenges they face and on the nature of organizational changes that
they implemented in response to those.

4.1 General Workplace Strategies
We note at the outset that the WES is a broadly-based survey, including establishments
and their employees in a wide range of sectors and industries. In fact, the great majority
of the organizations included in the WES are establishments in the for-profit sector. By
including information that can be used to identify non-profit organizations, the WES
offers the first opportunity to examine human resources in that sector. That being said,
we note that many dimensions relating to organizational strategy and organizational
change in the WES have greater relevance for for-profit organizations – dimensions such
as undertaking research and development and expanding into new geographical markets –
and relatively large percentages of non-profit organizations reported that these kinds of
strategies were not applicable to them. We nevertheless present these data in the interests
of providing as complete a picture as possible of business strategies and organizational
change in order to allow the non-profit sector in Canada to be placed in a comprehensive
comparative context. And, despite the bias to the for-profit sector inherent in some of
these comparisons, we also find that many of these strategies are in fact relevant for some
non-profit organizations.
Table 4.1 shows the percentage of organizations that reported having adopted a range of
business strategies, by sector. (Due to small sample sizes, we are not able to show these
data at the sub-sector level.) Strategies are ranked from highest to lowest frequency of
use by non-profit organizations. There are several key points to note in these data. The
three top-ranking strategies being used by non-profit employers, with more than 60
percent of them reporting each, are: increasing employee skills, improving
product/service quality, and increasing employee involvement/participation. In these
respects, there are relatively few differences between non-profit organizations and those
in the quango and for-profit sectors.
These are followed by a second group of strategies, with between 49 and 55 percent of
non-profit organizations reporting that they were an important or crucial part of their
business strategy – applying total quality management, improving measures of
performance, enhancing labour-management cooperation, and reducing ‘other’ operating
costs (that is, operating costs exclusive of those relating to labour costs).
Ranking at the bottom of the list of strategies are: using more part-time, temporary or
contract workers and reducing labour costs.

14

Canadian Policy Research Networks Inc.

Table 4.1 Business Strategies, by Sector
Not
Applicable

Not/Slightly
Important
Important/Crucial1
Percentage of Establishments

Total

Increasing Employees’ Skills
Non-profit
Quango
For-profit
All sectors

20.7
-17.5
17.8

9.2
-12.4
12.1

70.0
74.0
70.1
70.2

100.0
100.0
100.0
100.0

Improving Product/Service
Quality
Non-profit
Quango
For-profit
All sectors

30.3
29.8
16.6
17.8

--5.7
5.4

67.1
66.0
77.7
76.8

100.0
100.0
100.0
100.0

Increasing Employee
Involvement/Participation
Non-profit
Quango
For-profit
All sectors

28.1
-21.3
21.8

10.4
5.9
16.0
15.5

61.5
69.0
62.7
62.7

100.0
100.0
100.0
100.0

Total Quality Management
Non-profit
Quango
For-profit
All sectors

42.4
40.4
28.4
29.6

-7.7
8.5
8.2

54.8
52.0
63.1
62.3

100.0
100.0
100.0
100.0

Improving Measures of
Performance
Non-profit
Quango
For-profit
All sectors

29.3
30.8
20.0
20.8

16.4
9.8
13.2
13.4

54.4
59.4
66.8
65.7

100.0
100.0
100.0
100.0

Enhancing Labourmanagement Cooperation
Non-profit
Quango
For-profit
All sectors

36.7
22.4
30.0
30.5

10.7
-14.6
14.3

52.6
63.5
55.4
55.3

100.0
100.0
100.0
100.0
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Business Strategies
(continued)

Not
Applicable

Not/Slightly
Important
Important/Crucial1
Percentage of Establishments

Total

Reducing Other Operating
Costs
Non-profit
Quango
For-profit
All sectors

35.3
25.2
16.4
18.0

15.8
20.6
16.2
16.2

48.9
54.2
67.4
65.9

100.0
100.0
100.0
100.0

Improving Coordination with
Customers/Suppliers
Non-profit
Quango
For-profit
All sectors

49.1
38.7
22.4
24.7

7.5
10.1
11.8
11.5

43.4
51.1
65.8
63.9

100.0
100.0
100.0
100.0

Developing New
Production/Operating
Techniques
Non-profit
Quango
For-profit
All sectors

55.9
51.0
45.4
46.3

14.2
20.2
16.1
16.0

39.3
34.7
42.5
42.1

100.0
100.0
100.0
100.0

Reorganizing the Work
Process
Non-profit
Quango
For-profit
All sectors

38.3
28.3
28.8
29.6

23.0
29.8
30.0
29.4

38.7
41.9
41.2
41.1

100.0
100.0
100.0
100.0

Undertaking Research and
Development
Non-profit
Quango
For-profit
All sectors

55.6
54.4
58.0
57.8

11.1
19.9
18.4
17.8

33.2
25.6
23.6
24.5

100.0
100.0
100.0
100.0

Developing New
Production/Operating
Techniques
Non-profit
Quango
For-profit
All sectors

55.9
51.0
45.4
46.3

14.2
20.2
16.1
16.0

29.9
28.9
38.5
37.7

100.0
100.0
100.0
100.0

Reducing Labour Costs
Non-profit
Quango
For-profit
All sectors

47.8
32.6
21.6
23.8

30.0
23.5
27.2
27.4

22.2
43.9
51.2
48.8

100.0
100.0
100.0
100.0
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Business Strategies
(continued)

Not
Applicable

Not/Slightly
Important
Important/Crucial1
Percentage of Establishments

Total

Expanding into New
Geographic Markets
Non-profit
Quango
For-profit
All sectors

70.1
73.1
46.9
48.9

12.1
17.9
21.1
20.3

17.8
9.0
32.1
30.7

100.0
100.0
100.0
100.0

Using More Part-time,
Temporary or Contract
Workers
Non-profit
Quango
For-profit
All sectors

53.5
52.0
41.6
42.6

28.8
39.0
40.1
39.1

17.6
17.6
18.3
18.3

100.0
100.0
100.0
100.0

1

Includes Important, Very Important, Crucial.

We know from previous reports in this research series on human resources in the nonprofit sector that the incidence of temporary and part-time work is relatively high in the
non-profit sector, especially compared to the for-profit sector; we know as well that
earnings tend to be lower than in the for-profit and quango sectors (see McMullen and
Schellenberg 2003a). The fact that these two strategies rank low for non-profit
organizations is consistent with these results – their already high incidence in the sector
means that there is little scope for increasing their use. As a consequence, non-profit
employers look to other strategies for meeting the challenges they face.
Another key message emerging from these data is that despite some very fundamental
differences in the nature of non-profit and for-profit organizations, and to a lesser extent,
organizations in the quango sector, differences in the business strategies they use are not
strikingly large. Organizations in all three sectors place a strong emphasis on increasing
employee skills, on improving the quality of the products they produce and the services
they provide, and on increasing employee involvement and participation. Indeed,
previous research has found that both small and large establishments in the non-profit
sector were more likely than their for-profit counterparts to provide training for their
employees (McMullen and Schellenberg 2003b). This was especially evident in the case
of classroom training and the provision of subsidies, reimbursements and other assistance
for training or courses taken outside paid working hours; training in the for-profit sector
was more likely to consist of on-the-job training.
With respect to business strategies, then, many organizations in the non-profit sector are
governed by a business model that is not unlike organizations in other sectors. This is
contrary to the belief held by many people that non-profit organizations are and should be
founded on voluntarism, with its implication that non-profits are in some sense informal
organizations that was documented by Scott (2003).
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4.2 Organizational Change
The WES asked employers what organizational changes they had experienced in 199899, defining organizational change as “… a change in the way in which work is organized
within your workplace or between your workplace and others.” The results are shown in
Table 4.2. The first thing we note is that the non-profit and the for-profit sectors were
similar in that close to 60 percent of them reported no organizational change over that
one-year period. Organizational change was more common in the quango sector, which
was in a period of wide-scale restructuring by governments.
Table 4.2 Organizational Changes Experienced 1998-99, by Sector1
Non-profit
Sector
No Organizational Changes

57.1

Quango
For-profit
Sector
Sector
Percentage of Establishments
41.9
58.2

All Sectors
57.9

General Organizational Changes
Re-engineering (redesign of
21.6
33.1
18.8
19.1
processes to improve performance
and cost)
Implementation of total quality
6.8
5.9
13.4
12.8
management
Increased centralization
7.1
24.2
8.7
8.7
Decreased centralization
2.6
8.9
2.8
2.9
Human Resource Program/Policy
Changes
Adoption of flexible hours
14.7
10.8
16.1
15.9
Greater reliance on job rotation and
12.6
19.7
15.2
15.0
multi-skilling
Changes Related to Staffing and
Labour Inputs
Greater reliance on part-time workers
10.2
15.2
9.8
9.9
Downsizing
5.0
14.9
9.2
8.9
Increase in overtime hours
11.9
28.7
7.2
7.8
Greater reliance on temporary
8.4
5.4
4.3
4.6
workers
Hierarchical Changes
Increased integration
13.9
24.3
12.5
12.7
Reduction in managerial levels
3.1
10.4
4.0
4.0
Organizational Changes Involving
External Organizations
Increased reliance on external
6.6
6.8
12.3
11.8
suppliers
Increased inter-firm collaboration in
8.0
6.0
9.7
9.5
R&D
1
The WES asked: “Has your workplace experienced any of the following forms of organizational change
between April 1, 1998 and March 31, 1999?”
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The most common type of organizational change reported by employers in all three
sectors consisted of re-engineering (defined in the WES as the redesign of processes to
improve performance and cost). Re-engineering was reported by about 22 percent of
employers in the non-profit sector. This compared to 19 percent of employers in the forprofit sector and by one-third of those in the quango sector.
Only small percentages of employers in the non-profit sector reported other types of
organizational change. It is instructive to note, however, that those other types of change
were related to human resources and staffing – adoption of flexible hours, greater reliance
on part-time workers, and increased overtime, with the latter being somewhat higher in
the non-profit sector compared to the for-profit sector.
Employers were asked to report on the objectives of the most significant organizational
change that had been introduced. Three objectives predominated in all three sectors
(Table 4.3). About 36 percent of the non-profit employers who had experienced
organizational change reported that the change was introduced with the objective of
increasing product and service quality; this percentage was only slightly smaller than was
the case for the quango sector (41 percent) and the for-profit sector (42 percent). About
one-third of non-profit employers who introduced organizational change did so with the
objective of reducing costs and about 31 percent reported increasing productivity as the
objective. Higher percentages of employers in the quango and for-profit sectors
introduced organizational change in order to reduce costs, while productivity objectives
were more likely to be reported by employers in the for-profit sector.

Table 4.3 Objectives of the Most Significant Organizational Change, by
Establishment1
Non-profit
Sector

Quango
For-profit
Sector
Sector
Percentage of Establishments
8.0
16.5
47.5
43.0

All Sectors

To introduce new technology
13.2
16.1
To reduce costs
32.2
42.2
To respond to an amalgamation or
takeover
-11.1
4.2
4.5
To increase product differentiation
--7.7
7.0
To increase product and service
quality
36.3
40.6
42.0
41.5
To increase hours of operation
--8.9
8.7
To reduce inventories
--7.1
6.6
To reduce the time between orders
and deliveries
--13.8
12.8
To raise productivity
30.6
32.1
43.3
42.2
To increase the pace of innovation
8.4
4.9
13.5
13.0
Other
24.2
15.0
13.5
14.4
1
The WES asked: What were the objectives of this most significant organizational change?” The most
significant change was defined on the basis of the greatest number of employees affected between April 1,
1998 and March 31, 1999. Note that only establishments that reported having introduced organizational
change are included.
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We note as well that close to one-quarter of employers in the non-profit sector responded
‘other’ when asked about the objectives of the most significant organizational change that
was introduced. There is a need for research to identify what these other objectives are
and to develop survey instruments that are more inclusive of the non-profit sector.
Finally, the WES asked employers to report on the impact on the establishment of the
most significant organizational change that had occurred in 1998-99. The results are
shown in Table 4.4. (Note that only establishments that reported having introduced
organizational change were asked to report on the impact of the most significant change.)
Consistent with the results reported earlier regarding the importance for employers in the
non-profit sector of increasing product/service quality, we find that 54 percent of them
reported that the most significant organizational change they had introduced had in fact
resulted in an increase in the quality of the products/services they produced (Table 4.4).
This outcome was reported by about 44 percent of employers in both the quango and the
for-profit sectors. An increase in productivity was also reported by the majority (57
percent) of employers in the non-profit sector. This is comparable to the 56 percent of
employers in the for-profit sector and is more than twice the percentage of employers
reporting productivity increases in the quango sector (27 percent).

Table 4.4 Impact on the Establishment of the Most Significant Organizational
Change that Occurred in 1998-991
Impact on:

Not
applicable

Increase
No effect
Decrease
Percentage of Establishments

Total

Profitability
Non-profit sector
Quango sector
For-profit sector
All sectors

45.2
47.2
21.5
23.6

33.5
23.7
53.1
51.2

21.2
27.2
17.2
17.7

--8.2
7.5

100.0
100.0
100.0
100.0

Costs
Non-profit sector
Quango sector
For-profit sector
All sectors

30.6
12.8
20.1
20.9

27.2
28.8
27.4
27.4

20.3
14.6
18.5
18.6

21.8
43.8
34.0
33.1

100.0
100.0
100.0
100.0

Labour-management
Relationship
Non-profit sector
Quango sector
For-profit sector
All sectors

48.9
33.1
44.0
44.3

30.9
38.8
23.8
24.5

17.7
20.8
30.0
28.9

-7.2
2.2
2.2

100.0
100.0
100.0
100.0

Product/Service
Differentiation
Non-profit sector
Quango sector

50.3
50.8

26.9
16.6

22.8
29.5

---

100.0
100.0
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For-profit sector
All sectors

47.4
47.7

22.4
22.7

29.7
29.1

-0.47

100.0
100.0

Productivity
Non-profit sector
Quango sector
For-profit sector
All sectors

20.7
29.7
19.2
19.4

57.0
27.1
56.2
56.2

15.2
14.0
20.3
19.8

--4.3
4.6

100.0
100.0
100.0
100.0

Labour Turnover
Non-profit sector
Quango sector
For-profit sector
All sectors

45.7
52.5
43.5
43.8

13.2
10.1
11.1
11.3

34.2
32.5
38.0
37.6

--7.4
7.3

100.0
100.0
100.0
100.0

67.5
75.6
63.0
63.5

10.6
12.4
14.4
14.1

21.9
11.9
22.5
22.4

-----

67.5
75.6
63.0
63.5

66.0
75.1
47.6
49.4

--16.0
15.1

23.0
19.3
25.8
25.5

--10.7

100.0
100.0
100.0
100.0

Utilization Time for
Physical Plant and
Equipment
Non-profit sector
Quango sector
For-profit sector
All sectors

64.7
70.8
58.7
59.3

13.4
14.1
15.6
15.4

21.9
15.1
23.2
23.0

--2.5
2.3

100.0
100.0
100.0
100.0

Absenteeism
Non-profit sector
Quango sector
For-profit sector
All sectors

49.9
40.7
44.2
44.7

-10.2
3.7
3.9

35.2
42.4
43.8
43.1

--8.2
8.3

100.0
100.0
100.0
100.0

Number of Levels in
Hierarchy
Non-profit sector
Quango sector
For-profit sector
All sectors

56.4
49.5
51.1
51.5

--8.1
7.7

33.8
36.8
35.1
35.0

5.0
13.6
5.8
5.8

100.0
100.0
100.0
100.0

Quality of
Products/Services
Non-profit sector
Quango sector
For-profit sector
All sectors

28.5
35.0
25.9
26.2

53.9
44.2
44.3
45.1

15.8
17.0
28.9
27.7

--0.9
1.0

100.0
100.0
100.0
100.0

Automation of
Production Processes
Non-profit sector
Quango sector
For-profit sector
All sectors
Level of Inventories
Non-profit sector
Quango sector
For-profit sector
All sectors
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Time Between Order
and Delivery
Non-profit sector
Quango sector
For-profit sector
All sectors

72.0
76.8
43.4
46.1

--14.7
14.0

15.9
13.2
28.4
27.2

--13.4
12.7

100.0
100.0
100.0
100.0

Ability to Measure
Performance
Non-profit sector
Quango sector
For-profit sector
All sectors

51.8
46.2
37.9
39.0

25.2
19.3
29.6
29.2

23.0
32.2
30.7
30.1

--1.8
1.7

100.0
100.0
100.0
100.0

1

The WES asked: “Between April 1, 1998 and March 31, 1999, what was the impact of the most
significant organizational change for your location?” The response options given were: not applicable;
increase; no effect (an organizational change was tried but didn’t work); or decrease. The most significant
change was defined as the “organizational change that affected the greatest number of employees between
April 1, 1998 and March 31, 1999. “ Note that only establishments that reported having introduced
organizational change are included.

Other organizational impacts were reported by one quarter or more of employers in the
non-profit sector – improvements in the quality of the labour-management relationship
(31 percent); increases in product/service differentiation (26.9 percent); and increases in
the ability to measure performance (25.2 percent).
Given the critical importance of human resources in non-profit organizations and their
limited ability to pay high salaries or offer permanent, long-term employment, an
emphasis on the quality of the employment relationship will rank high on the agendas of
many non-profit organizations. Efforts to increase product/service differentiation can
also be understood in a context of competition for funding and the need to demonstrate to
potential funders how an organization fills a unique niche. Finally, funders are
increasingly setting more formal and rigid accountability and accounting requirements
and evidence that the non-profit organizations they provide funding to indeed ‘make a
difference;’ increases in the ability of non-profit organizations to measure their
performance suggests that many are responding to this demand.
Achieving worthwhile ends can also involve trade offs. Slightly more than one-quarter of
employers in the non-profit sector reported that the most significant organizational
change that had been introduced in the previous year had resulted in an increase in costs.
This is similar to the percentages of employers in the quango and for-profit sectors
reporting cost increases. What sets the non-profit sector apart from the other two sectors
is that larger percentages of employers in the other two sectors (44 percent in the quango
sector and 34 percent in the for-profit sector) reported that the change that was introduced
resulted in a decrease in costs; this was the case for only 22 percent of employers in the
non-profit sector.
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The final indicator of organizational change consists of examining behaviours over the
previous year with respect to the introduction of new or improved goods/services and
processes, which together are used as an indicator of innovation activity. Innovation is
seen as a necessary and ongoing response that helps organizations adapt to change and to
competition. Innovation also plays a key role in supporting change within organizations
in order to achieve organizational goals, like streamlining processes or reducing costs.
On this indicator, the non-profit sector compares rather well to the quango and for-profit
sectors. Just over one third of employers in the non-profit sector reported that they had
introduced improved products/services in the reference year (1998-99), which is slightly
below the for-profit sector (38.5 percent) and slightly above that in the quango sector (30
percent). About one-quarter of establishments in the non-profit sector had introduced
improved processes, which is similar to the rate in the for-profit sector, but well below
the quango sector, where 35 percent of employers reported having introduced improved
processes. Slightly more than one in five had introduced new goods/services (similar to
the rate in the for-profit sector). And just over 20 percent of employers in both the nonprofit and the quango sectors had introduced new products/services. The rate of new
product/service innovation was higher in the for-profit sector, at 34 percent. The
introduction of improved products/services and processes were more frequently reported
by organizations in the non-profit culture, recreation and associations subsector compared
the other two non-profit subsectors.
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Table 4.5 Innovation Activity, by Sector and Subsector1

Non-profit Sector
Culture, recreation and associations
Health, education and social
services
Other non-profit

Introduced
Introduced
Improved
Introduced
Introduced
New Goods or
Goods or
New
Improved
Services
Services
Processes
Processes
Percentage of Establishments Reporting ‘Yes’
21.8
33.9
22.3
25.6
25.8
39.1
23.8
31.0
14.8
28.8

31.5
28.5

22.1
19.6

22.1
22.2

Quango
Infrastructure
Health and education

20.4
-34.9

29.7
12.4
44.0

28.3
14.3
39.8

35.0
22.7
45.1

For-profit Sector
Goods producing
Distributive services
Retail
Finance and business
Real estate
Education and health
Information and culture

33.8
29.6
39.6
39.1
30.9
17.2
23.8
36.7

38.5
34.5
38.5
42.0
42.5
25.1
28.9
54.4

23.9
25.5
19.5
26.2
25.6
12.1
20.2
26.8

28.5
29.6
25.0
28.2
34.8
19.6
24.2
31.7

All Sectors
32.7
38.1
23.8
28.3
1
The WES asked: “Between April 1, 1998 and March 31, 1999, has this workplace introduced …” The
WES included the following definitions: “New goods or services differ significantly in character or
intended use from previously produced goods or service. Improved goods or services are those whose
performance has been significantly enhanced or upgraded. New processes include the adoption of new
methods of goods production or service delivery. Improved processes are those whose performance have
significantly enhanced or upgraded.”

4.3 Summary
The WES allows us, for the first time, to examine non-profit organizations from the
perspective of business strategies and organizational change. Employers’ reports on the
kinds of business strategies they use, the organizational changes that are being
introduced, and the impacts of those changes are consistent with what the qualitative
literature suggests is happening in the sector. Thus we find that the most common
strategies being used by non-profit employers who introduced organizational change
consisted of increasing employee skills, improving product/service quality, and
increasing employee involvement/participation. Also important is the application of total
quality management, improving performance measures, enhancing labour-management
relations, and reducing other operating costs. In fact, these strategies also rank high
among employers in the quango and for-profit sectors.
While employers in the non-profit sector were less likely than other employers to report
organizational change in the 1998-99 period, when such changes were introduced, the
objectives were to reduce costs, increase product/service quality, and raise productivity.
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Indeed, the most frequently reported impact of organizational change was an increase in
product/service quality and an increase in productivity.
All this being said, we note that these results can best be regarded as only suggestive of
the nature and extent of organizational change in the non-profit sector. Many
organizations could not easily relate to the kinds of questions being asked in the WES on
business strategies and organizational change, answering ‘not applicable’ to many of
them (for example, level of inventories, profitability, or geographical markets). There is
a real need for a data collection instrument that is more closely attuned to the nature of
organizations in the non-profit sector. There is also a need for more information on the
nature and sources of pressures in the external environment within which non-profit
sector organizations operate and on the impacts that those pressures are having both on
the non-profit organizations themselves and, equally important, on their ability to fulfill
their mandates and on the clients that they serve.

Coping with Change: Human Resource Management in Canada's Non-profit Sector

25

5. Human Resource Management Practices
Canada, like other advanced economies, has experienced widespread change in economic
structure, in the technological basis of production, and in the organization of work.
Industrial, technological and organizational change have also been accompanied by
changes in the composition of employment, with increases in the education and skill
levels of the workforce and dramatic increases in the labour force participation of
women.
These kinds of changes are leading many to re-examine traditional human resource
management practices where the primary emphasis was on design of work processes,
with jobs and workers organized to support those work processes. New human resource
management theory starts from the observation that highly qualified professionals do not
easily fit an assembly-line model of work. They want work that is interesting, the
freedom to apply their knowledge and skills, and the tools they need to do that
effectively. Lowe and Schellenberg (2002) find that workers demand and value being
treated with fairness, respect, and openness. They respond with trust and commitment and
report higher job satisfaction, which is associated with a range of positive outcomes
including higher productivity and lower turnover.
In many respects, the non-profit sector symbolizes the vast changes that have been taking
place in the Canadian economy and society. The sector is heavily human-resource
intensive; the goods and services it provides involve inter-personal relationships with
clients; it employs a highly educated workforce; that workforce consists of a very high
percentage of workers in professional occupations; and the workforce is predominantly
female. By the very nature of the work the sector does, many organizations in the sector
are not in a position to independently generate the funds needed to support their work.
That places many organizations in a precarious financial position and means that often
pay levels and job security both are low. This focuses the spotlight more intensely on the
quality of human resource management and employment relationships.
In this section, we draw on the Workplace and Employee Survey (WES) to provide
information on human resource management practices in the non-profit sector, practices
with respect to employee participation, the quality of labour-management relations in the
sector, and the extent to which employees in the sector are represented by unions and
collective bargaining.
5.1 Responsibility for Decision Making
The WES asked employers to report on who normally makes decisions in the workplace
about a range of activities, such as daily and weekly planning of individual work, followup of results, customer relations, quality control, purchase of supplies, setting staffing
levels, filling vacancies, and training. Shared responsibility for decision making is
recognized, with employers having the option of indicating that more than one individual
or group could be involved in any of these decisions. The results are shown in Table 5.1.
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In all three sectors, many decisions are shared across management levels, including nonmanagerial employees, at the work group level, and at the levels of supervisor and senior
manager/owner. What is striking in these data is the strong hierarchical, top-down nature
of management processes in the for-profit sector, and to a somewhat lesser extent, in the
quango sector, in all decisions. This is especially the case for setting staffing levels and
filling vacancies where those decisions are almost exclusively the prerogative of the
senior manager/owner. Senior managers in the for-profit and quango sectors also retain
control over decisions regarding training, choice of production technology,
product/service development, and follow-up of results.
The situation in the non-profit sector is different, however. The data suggest that a model
of shared decision making is more likely to be found in non-profit organizations, with
individual workers, work groups and supervisors being given greater responsibility for
day-to-day decisions. In both the non-profit and quango sectors, for example,
supervisors, non-managerial employees and work groups are more likely to be involved
in the daily and weekly planning of individual work and in the follow up of results. This
less hierarchical model of work organization is what the literature would predict for
workplaces consisting of high percentages of highly educated and skilled professionals.
Even more striking in the data is the relatively high percentage of employers in the nonprofit sector who reported that that an individual or group outside the workplace normally
makes decisions with respect to a number of activities. Thus we find that one-third of
employers of non-profits reported that decisions regarding staffing levels were outside the
control of the senior manager; in fact, only 55 percent reported that the senior manager
normally made decisions with respect to staffing levels. Similarly, involvement of
groups outside the workplace in decisions regarding filling vacancies, product/service
development, and choice of production technology also was high, while the percentage
who reported that senior management normally made such decisions was correspondingly
low. While the percentages are smaller, involvement of outside groups is also evident for
some non-profit organizations in the cases of decisions regarding training, purchase of
supplies, quality control, follow up of results, daily planning of individual work, and
customer relations
The WES does not provide information on who these outside individuals or groups are,
but it is likely that in many cases, they consist of the boards of directors who oversee the
activities of non-profit organizations. This also raises the question of to what extent these
outside groups include external funders.
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Table 5.1 Responsibility for Decision-making, by Sector

Who Normally Makes
Decisions with Respect to:

Nonmanagerial
Employee

Senior
Work
Manager /
Group
Supervisor
Owner
Percentage of Establishments

Individual /
Group
Outside the
Workplace

Daily Planning of Individual
Work
Non-profit
Quango
For-profit
All sectors

33.1
46.8
27.1
27.8

13.0
14.5
5.6
6.3

30.1
36.5
20.1
21.1

33.3
30.8
60.9
58.2

13.8
-5.5
6.2

Weekly Planning of
Individual Work
Non-profit
Quango
For-profit
All sectors

33.6
49.7
23.7
24.7

14.3
16.2
5.1
6.0

31.6
28.7
19.1
20.3

35.1
38.6
65.3
62.5

--5.8
6.1

Follow up of Results
Non-profit
Quango
For-profit
All sectors

17.6
20.4
13.8
14.2

10.9
7.2
3.5
4.2

33.6
39.4
19.5
20.9

44.5
61.1
75.2
72.5

15.3
-5.9
6.7

Customer Relations
Non-profit
Quango
For-profit
All sectors

28.4
36.2
27.0
27.1

15.6
12.9
8.6
9.2

27.5
40.7
17.8
18.8

42.8
55.8
74.4
71.7

10.6
-6.4
6.7

Quality Control
Non-profit
Quango
For-profit
All sectors

19.2
24.1
19.7
19.7

13.8
8.7
7.0
7.5

30.7
53.5
20.4
21.4

48.4
57.2
74.4
72.2

16.6
-7.8
8.5

Purchase of Supplies
Non-profit
Quango
For-profit
All sectors

28.8
36.8
25.2
25.6

7.6
4.1
4.7
5.0

27.3
31.3
16.5
17.5

39.3
42.9
66.7
64.2

18.4
3.6
6.8
7.8

Maintenance of Machinery
and Equipment
Non-profit
Quango
For-profit
All sectors

23.6
53.9
25.1
25.2

11.2
9.9
6.6
7.0

18.3
23.4
15.0
15.3

35.0
31.8
57.7
55.6

26.9
6.6
12.7
13.9
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Setting Staffing Levels
Non-profit
Quango
For-profit
All sectors

--4.6
4.6

--1.4
1.8

15.7
19.4
10.8
11.3

54.8
82.1
84.8
82.2

33.5
7.1
8.1
10.3

Filling Vacancies
Non-profit
Quango
For-profit
All sectors

--4.0
4.1

--1.4
1.9

19.9
24.5
13.9
14.5

56.4
83.5
83.4
81.0

27.3
-7.4
9.1

Training
Non-profit
Quango
For-profit
All sectors

12.4
16.0
12.6
12.6

9.1
5.2
4.6
5.0

27.2
38.2
20.8
21.5

53.0
69.4
73.7
71.9

23.4
4.9
9.2
10.4

Choice of Production
Technology
Non-profit
Quango
For-profit
All sectors

-10.1
6.6
6.7

12.6
4.6
3.7
4.4

16.6
30.0
9.8
10.4

50.8
79.5
77.5
75.4

27.8
7.3
13.2
14.4

Product/Service Development
Non-profit
Quango
For-profit
All sectors

9.0
12.6
7.6
7.8

12.5
6.2
4.6
5.2

16.7
41.9
10.4
11.2

57.0
69.6
79.8
77.8

30.2
9.4
13.7
15.0

These results highlight one of the features that sets non-profits apart from organizations
in other sectors, especially the for-profit sector, and that represents a challenge not faced
by managers in other sectors to nearly the same extent. While for-profit managers
certainly must answer to their customers and even boards of directors, control over
decisions, especially pertaining to the resources needed to achieve corporate goals,
typically lies with senior managers in those organizations. That is not the case for many
of the decisions, particularly those regarding resources, and especially human resources,
needed to achieve a non-profit organization’s goals. On one hand then, in many nonprofit organizations, hierarchies are flatter, with employees, work groups and supervisors
all playing a role in managing individual work; on the other hand, senior managers face
constraints on the extent to which they have control over a number of decisions,
especially regarding resourcing.
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5.2 Human Resource Practices17
How human resource issues are managed in a workplace can be interpreted as being an
indicator of how important human resource management is to an organization. The WES
asked employers to report on where in the workplace responsibility for human resource
matters was located.
5.2.1

Responsibility for Human Resource Matters

As shown in Table 5.2, having a separate human resources unit consisting of more than
one person was most frequently reported by employers in the quango sector, accounting
for close to one-quarter of establishments. This will be partly a function of the larger size
of workplaces in that sector. While still small, the percentage of employers in the nonprofit sector reporting that there was one full-time person in the workplace with a
responsibility for human resource matters, at 13 percent, was greater than in the case of
the for-profit sector (7.8 percent). About 37 percent of non-profit establishments reported
that human resources comprised part of one person’s job. In both the non-profit and forprofit sectors, just over one in five workplaces reported that human resource issues were
managed on an ad hoc basis, while another 16 percent of non-profits reported that there
were other arrangements in place.
Table 5.2 Responsibility for Human Resource Matters
Which Best Describes the Responsibility
for Human Resource Matters at this
Location?
There is a separate human resources unit
in the workplace employing more than one
person.
One full-time person in this workplace is
responsible for human resource matters.
Human resource matters comprise part of
one person’s job in this workplace.
Human resource matters for this
workplace are the responsibility of a
person or unit in another workplace.
Human resource matters are handled as
they arise in this workplace.
Other
Total

Non-profit
sector

Quango
For-profit
sector
Sector
Percentage of Establishments

All Sectors

2.1

23.0

2.6

2.7

13.1

6.9

7.8

8.2

36.7

26.8

55.6

53.9

9.1

--

5.5

5.8

23.4
15.7
100.0

--100.0

21.8
6.8
100.0

22.0
7.5
100.0

17

An important aspect of human resource practices concerns the organization of work. The WES asked
employers to report on whether each of the following practices existed in their workplace – an employee
suggestion program, flexible job design, information sharing with employees, problem-solving teams, joint
labour-management committees, and self-directed work groups. However, this information was only
collected for workplaces where there were more than 10 employees. Close to 75 percent of establishments
in the non-profit sector employed fewer than 10 people in 1999. As a result, information on the existence
of these practices in not available for most of the sector.
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5.2.2

Personal and Family Supports Provided by the Employer

Information on employer support for childcare, eldercare, employee assistance, fitness
and recreation services, and ‘other’ supports was collected from employees. Overall,
close to two-thirds of employees in the quango sector reported that their employers
offered one or more personal or family supports to employees (Table 5.3). The quango
sector also ranked far ahead of the non-profit and for-profit sectors with respect to the
percentage of employees who had access to each specific type of benefit. In the quango
sector, the greatest proportion of employees (61 percent) reported that their employer
offered employee assistance programs (counselling, substance abuse, financial). About
one-third of employees in the quango sector reported that their employers provided
fitness and recreation services and about one in five reported access to employer
assistance with childcare. The greater access to a range of personal and family supports
provided by the employer among employees in the quango sector likely reflects the larger
average size of organizations like hospitals and universities and, as shown later in this
section, the higher rate of unionization in the sector.
Despite similarities in the size composition of workplaces in the non-profit and the forprofit sectors, provision of personal and family supports by the employer was more likely
to be reported by employees in the non-profit sector (38 percent of employees) than in the
for-profit sector (25 percent). One-third of employees in the non-profit sector reported
having access to employer-sponsored employee assistance services, compared to 22
percent of employees in the for-profit sector. And though small, the percentage of
employees in the non-profit sector who reported that their employer provided assistance
with childcare, at 9 percent, also was higher than in the for-profit sector (3 percent).
Table 5.3 Personal and Family Supports Provided by the Employer
Non-profit
Quango
For-profit
All sectors
Percentage of Employees Reporting ‘Yes’
Help with childcare
Employee assistance (counselling,
substance abuse, financial, etc)
Help with eldercare
Fitness and recreation services
Other personal support or family
services

8.9

21.1

3.4

6.1

33.5
-12.9

60.9
-32.3

21.9
3.0
11.6

27.8
3.5
14.4

--

5.5

2.5

2.9

Any personal or family supports

37.7

64.8

25.3

31.3

Women account for large shares of employees in both the quango and the non-profit
sectors. It can be expected therefore that the need for childcare support will be especially
high in those sectors. Provision of direct assistance with childcare is one way in which an
employer can recognize the need for women, especially, to meet their responsibilities to
both work and family. Small organizations, especially those in the non-profit sector, are
likely to find that their financial ability to provide assistance with childcare is limited.
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Another way of assisting employees in this regard is through offering employees flexible
work arrangements and part-time work. Indeed, research results reported earlier in this
series (see McMullen and Schellenberg 2003a) indicate that employees in the non-profit
sector are more likely to report having flexibility in both the schedule of work and in
working hours.
5.3 Quality of the Labour-management Relationship
Table 5.4 shows employers’ ratings of the quality of the labour-management relationship.
Overall, there is relatively little variation across sectors, with the majority of employers in
all sectors describing the labour-management relationship as being good. At 76.4
percent, this percentage was somewhat lower among employers in the ‘other non-profit’
subsector.
Table 5.4 Employers’ Ratings of Quality of Labour-Management Relations, by
Sector and Subsector
Good
90.6
90.1

Fair
Poor
Percentage of Establishments
9.5
----

Total

Non-profit Sector
Culture, recreation and associations,
Health, education and social
services
Other non-profit

100.0
100.0

94.5
76.4

---

---

100.0
100.0

Quango
Infrastructure
Health and education

86.7
88.8
85.6

13.3
-14.5

----

100.0
100.0
100.0

For-profit Sector
Goods producing
Distributive services
Retail
Finance and business
Real estate
Education and health
Information and culture

92.0
89.8
90.7
95.6
89.0
87.3
94.6
91.6

7.8
10.0
9.3
4.4
11.0
----

---------

100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

All Sectors

91.8

8.0

--

100.0

5.4 Union Membership and Coverage by Collective Agreements
Another set of human resources about which relatively little is known consists of the
extent to which employees in the non-profit sector are unionized. To what extent are
employees in the sector members of a union or covered by a collective agreement? And
to what extent are employees covered by a dispute, complaint or grievance system in their
workplace?
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The perspective on the extent of union membership or coverage by a collective agreement
differs a great deal depending on whether it is considered on an establishment basis or on
an employee basis. The 1999 WES asked employers whether employees in different
occupational groups were covered by a collective agreement. The results are shown in
Table 5.5. Coverage by a collective agreement was highest in the quango sector, where it
will be recalled, close to 40 percent of establishments consisted of workplaces where
there were 50 or more employees. In contrast, in the non-profit and the for-profit sectors
where the majority of workplaces consisted of fewer than 10 employees, the percentages
of employers reporting that their employees were covered by a collective agreement were
very much lower.
Table 5.5 Percentage of Employers Reporting Collective Agreement Coverage, by
Occupational Group
Professional
Occupations

Non-profit sector
Quango sector
For-profit sector

6.2
32.7
0.6

Technical/Trades
Clerical/Administrative
Occupations
Occupations
Percentage of Employers
4.3
43.4
4.3

6.9
39.1
1.2

Nevertheless, there are some important differences between the non-profit and for-profit
sectors. Six percent of non-profit employers reported that professionals were covered by
a collective agreement; this compares to less than 1 percent of employers in the for-profit
sector. Earlier research in this series found that employees in professional occupations
accounted for a much larger percentage of employment in the non-profit sector 33
percent) than in the for-profit sector (9.5 percent) (McMullen and Schellenberg 2002).
Similarly, about 7 percent of non-profit employers reported that clerical/administrative
workers were covered by a collective agreement, compared to about 2 percent of
employers in the for-profit sector. Together, these results suggest that overall, coverage
by a collective agreement is likely to be higher on an employee basis in the non-profit
sector, compared to the for-profit sector.
Indeed, we find that about 40 percent of employees working in the non-profit sector
reported that they were members of a union or were covered by a collective agreement
(Table 5.6). This was lower than in the case of the quango sector, where the rate of
unionization stood at 75 percent, but it was about two times the rate of 19 percent
reported by employees working for organizations in the for-profit sector. It is important
to recall here that almost 60 percent of employees in the non-profit health, education and
social services subsector worked at locations where there were 50 or more employees.
The percentage of employees that consists of professionals typically is relatively high the
health and education fields in particular; similarly rates of union coverage also are
typically high for these occupational groups. Together these factors are likely to account
for the relatively high rates of union coverage reported by employees in the non-profit
sector.
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Table 5.6 Percentage of Employees Who Are Union Members or Covered by a
Collective Agreement, by Sector and Establishment Size
Percentage of Employees
All Employees
Non-profit sector
Quango
For-profit sector

27.9
39.4
74.4
19.4

Working in Establishments of Less Than 20 Employees
Non-profit sector
Quango
For-profit sector

6.4
--5.8

Working in Establishments Where There are 20-49 Employees
Non-profit sector
Quango
For-profit sector

13.6
--12.2

Working in Establishments of 50 Employees or More
Non-profit sector
Quango
For-profit sector

45.7
59.9
75.5
33.6

Related to, but somewhat distinct from, the rate of unionization is the issue of access to a
dispute resolution system in the workplace. In unionized workplaces, there is generally a
grievance procedure for the resolution of claims brought by employees that they have
been treated in a way that violates the collective agreement. However, some nonunionized employers also provide a formal mechanism whereby employee complaints of
unfair treatment can be brought forward and resolved. Table 5.7shows a similar pattern to
the data on unionization rates: the percentage of employees in the non-profit sector who
report being covered by a dispute resolution system is lower that in the quango sector
(where there is a higher share of large establishments), but much higher than in the forprofit sector.
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Table 5.7 Percentage of Employees Reporting that there Is a Dispute, Complaint or
Grievance System in Place in their Workplace, by Sector and Subsector
Percentage of Employees
Non-profit Sector
Culture, recreation and associations,
Health, education and social services
Other non-profit

61.9
45.4
66.7
66.2

Quango
Infrastructure
Health and education

85.5
83.2
85.7

For-profit Sector
Goods producing
Distributive services
Retail
Finance and business
Real estate
Education and health
Information and culture

41.6
49.4
41.8
33.8
39.6
29.1
44.6
56.2

All Sectors

48.8

Not surprisingly, the availability of a dispute resolution mechanism is strongly associated
with the size of the establishment (Table 5.8). Looking at the three sectors together,
employees in establishments with 50 or more employees were almost three times as likely
as those in establishments with fewer than 20 employees to have had access to such a
mechanism. However, even within the largest size category, a dispute resolution system
was more likely to be in place in the non-profit sector than in the for-profit sector.
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Table 5.8 Percentage of Employees Reporting that there Is a Dispute, Complaint or
Grievance System in Place in their Workplace, by Sector and Establishment Size
Percentage of Employees
All Employees
Non-profit sector
Quango
For-profit sector

48.8
61.9
85.6
41.6

Working in Establishments of Less Than 20 Employees
Non-profit sector
Quango
For-profit sector

24.7
44.4
-23.1

Working in Establishments Where There are 20-49 Employees
Non-profit sector
Quango
For-profit sector

34.0
43.1
-32.4

Working in Establishments of 50 Employees or More
Non-profit sector
Quango
For-profit sector

68.3
78.4
86.2
60.9

The WES also asked employers about how workplace complaints get resolved. The
results (Table 5.9) are, as one might expect, closely related to the findings above
regarding the rate of unionization. The percentage of disputes resolved by management is
lowest in the quango sector, where unionization is highest, and is highest in the for-profit
sector, where unionization is lowest. Union grievance procedures typically require a
mechanism for resolving disputes that is outside of the management of the enterprise.
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Table 5.9 Who Has Formal Authority to Settle Disputes, Grievances or
Complaints, by Sector and Subsector

Management
63.9
68.9

Labourmanagement
Outside
Committee
Arbitrator
Percentage of Establishments
17.5
18.6
-23.7

Total

Non-profit Sector
Culture, recreation and associations,
Health, education and social
services
Other non-profit

100.0
100.0

56.3
90.4

---

23.7
9.6

100.0
100.0

Quango
Infrastructure
Health and education

24.2
---

----

67.8
69.0
68.8

100.0
100.0
100.0

For-profit Sector
Goods producing
Distributive services
Retail
Finance and business
Real estate
Education and health
Information and culture

87.0
82.7
84.7
89.1
90.7
97.6
89.6
75.7

3.8
5.7
4.6
------

9.2
11.6
10.7
9.0
5.9
--18.0

100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

All Sectors

84.0

5.2

10.8

100.0

Overall then, we see the pattern of human resource practices in the non-profit sector is
somewhat different from that in the for-profit sector, with the non-profit sector
characterized by more involvement of staff in decision-making, greater access to family
and personal supports, a higher level of unionization, and a higher likelihood of a
procedure for resolving workplace disputes that is independent of management.
We have seen in our earlier work (McMullen and Schellenberg 2003a), that employees in
the non-profit sector are typically paid less than their for profit counterparts. Here we find
some counterbalance to this: evidence that non-profit employers go further than their forprofit counterparts in providing an involving and supportive workplace environment.
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6. Conclusions
The evidence presented in this report describes a dynamic non-profit sector. Many nonprofit organizations, like organizations in other sectors, are responding to the need to
adapt to changing circumstances. Many are taking active steps to introduce new and
improved services and processes. Data presented in Section 4 of this report showed that
for many non-profit organizations, business strategies included increasing employees’
skills, improving product and service quality, and increasing employee
involvement/participation. For some, organizational changes over the previous year
involved redesign of processes to improve performance (re-engineering). Many did not
report having experienced organizational change – but the percentage for which this was
the case was similar in the for-profit sector. It is likely that collection of information over
a longer time period would show that many more organizations do experience
organizational change. When organizational changes were introduced, the primary
motivations were to reduce costs, increase product and service quality, and raise
productivity.
As noted by Hall el al. (2003), human resources – people – are one of the strongest assets
of non-profit organizations. Human resources in the sector consist of highly skilled
individuals, many of them women. The changes that are taking place in the sector and the
sector’s responses to those changes all have major implications for the individuals
working in the sector. The working environment is a complex one, demanding new ways
of working, new skills, and the development of innovative approaches to problem
solving. More focussed research is needed to identify how skill requirements are
changing and what steps are needed to allow the sector and the individuals who work in it
to successfully adapt to those changes.
Research on innovation, business strategies, and organizational change in the for-profit
sector shows that formal and active behaviours in these regards tend to be more typical of
large organizations. More research is needed to identify what role organizational size
plays in the non-profit sector. More research is needed as well that is more directly
focused on the circumstances and behaviours that may be more typical of non-profit
organizations than of organizations in other sectors. Strategies included in the WES, like
investing in R & D or reducing inventories, may be concepts to which non-profit
organizations relate poorly. Other strategies, like diversifying funding sources, adopting
formal approaches to fundraising, and developing partnerships may better capture
business strategies that are appropriate to non-profits.
In many respects, the non-profit sector is very distinct from other sectors in the economy.
A case could therefore be made that there is a need for focussed research on the sector to
better identify how changes in the external environment are impacting on the sector and
strategies that being developed that allow organizations to successfully meet those
challenges. This kind of research would help to inform the policy making process.
Given that most organizations in the non-profit sector (as in the for-profit sector) are
small and given the constrained ability of many non-profits to offer long term permanent
employment, there may be a need to develop innovative approaches to the challenges
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faced by the sector. Such innovative approaches might include establishing collective
responses to the need to provide employees with benefits and training, for example.
Similarly, employers could benefit as well from collective approaches to the development
of specialized skills, in the field of fundraising and in managing relationships with boards
of directors, for example.
In fact, lessons learned from that research could well have wider applicability to other
sectors. A common theme in the literature is that people are drawn to work in the nonprofit sector because of a good match with personal values. The argument is also made
that human resource management practices can also act to draw skilled and committed
workers. Small organizations with a philosophy of shared decision making, individual
control over work, and based on a foundation of mutual respect and trust offer employees
positive employment relationships that can act as a strong recruitment and retention tool.
On these counts, many non-profit compare well to organizations in other sectors. This is a
comparative advantage that non-profit organizations would do well to build upon – and to
be cautious to preserve, especially when their ability to offer large extrinsic rewards in
the form of high salaries or long-term permanent jobs is constrained by the environment
in which they operate.
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