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Introduction

The American economy can be divided into three distinct sectors: the for-profit sector, the government sector and the nonprofit (independent) sector. The U.S. nonprofit sector, comprised of nonprofit organizations, is organized and operated by millions of participants. These organizations can exist for many reasons within this three sector economy. The Metropolitan Museum of Art and Planned Parenthood are examples of nonprofits that exist to provide goods and services. Other nonprofit organizations exist in order to provide means for citizens to engage in civic or political activities, such as The Elks Club or The Sierra Club. Some nonprofits serve as social enterprises in order to merge altruistic and commercial objectives. The specific aspect that non-profit organizations possess that I will be investigating involves the need for a trusting relationship between the suppliers and consumers of a good or service. 


Oftentimes, the need for a nonprofit organization will arise when the for-profit or government sector creates a situation known as “contract failure”. Contract failure occurs when there is possibility for a lack of trust between the suppliers and the consumers of a good or service. There are many examples for when a contract failure could occur. One type of contract failure is in situations where the purchaser is not the same individual as the consumer. This would create a situation where the buyer could possibly not get what was paid for. An example of this type of contract failure is elderly home care. The elderly people are the recipient of the services, but most often the purchaser is a younger relative or friend. The purchaser cannot always be present when the services are being given to the elderly person in need of care. To overcome this obstacle, the purchaser would need to find a company that they can trust to provide the services that were paid for.
Nonprofit organizations and for-profit organizations alike overcome this lack of trust obstacle by creating a good reputation or creating guarantees. Nonprofits, however, differ from for-profits in that they have an additional approach in which to create a level of trust for their consumers. Nonprofits can create a relationship of trust by ensuring that they are not able to make a profit from deceiving the customer. By not creating their businesses on the desire or ability to maximize profits, nonprofit organizations have less incentive to cheat and therefore are able to create this trusting relationship that for-profit and government organizations cannot offer. 
Another example where contract failure can take place is in situations where the benefits are received after the good or service was bought. A level of trust is necessary to ensure that the benefits purchased will be obtained. Paying tuition for education is an example of this incident. A separation between the purchaser and the recipient (i.e. donating money to a cause in a different country) as well as asymmetric information between the supplier and purchaser (i.e. medical treatments) are also some examples of where contract failure can take place. All of these examples demonstrate the need for a trustworthy nonprofit organization in order to create a type of trust that cannot be achieved in the for-profit or governmental sector of the economy.  
By comparing and contrasting nonprofits which exist to create trust with profit-maximizing for-profit organizations, it is interesting to consider the notion that there may be personality differences between the people who work at these different types of firms. It is also interesting to learn that 69% of the workers in the non-profit world are women while only 46% of the workers in for-profit industries are women. My thesis is that nonprofit organizations employ higher percentages of women than men in part because women are believed to be more trustworthy than men, a trait more valued within nonprofit organizations based on their necessity to create a trusting relationship. Similarly, for-profit companies employ higher percentages of men than women as men are more profit-driven and competitive, a trait necessary for profit-maximizing firms within the for-profit sector. 
The high occurrence of women that can be found in the non-profit sector is an important issue today as women’s rights continue to be called to attention by men and women alike. The fact that the for-profit sector is dominated by men leads to the assumption that discrimination against women is prevalent in for-profit companies. By determining why women are employed in higher percentages than men in the nonprofit sector, it is possible to come to an understanding of why women are less often employed in the for-profit sector than men are. 
Literature Review


The most obvious way that nonprofit organizations differ from for-profit companies is the fact that non-profits cannot operate in an attempt to provide its owners with a profit. Another key difference that is argued by Frumkin (2002) between the two sectors is that nonprofits provide their customers with a level of trust that for-profit companies cannot. “People seek out nonprofits when they cannot control and police services using ordinary contractual devices, when trust and information are scarce, and when assessing the value of the services they receive for their money is difficult. The legally binding nondistribution constraint of nonprofit organizations provides a seemingly powerful contractual assurance that the consumer will not be taken advantage of or betrayed by producers for personal gain.” This difference in ability to trust between nonprofits and for-profits is an important reason for why many nonprofit companies exist where trust is an important factor, such as in higher education or hospice care. 
There is an abundance of literature that has shown that men are, in fact, more aggressive and competitive than women as an innate behavior. Catherine Hakim (2001) identified that “…there is solid evidence that men and women continue to differ, on average, in their work orientations and labour market behaviour, and that these differences are linked to broader differences in life goals, the relative importance of competitiveness versus consensus-seeking values, and the relative importance of family life and careers”. Hakim studied these differences in competitiveness between genders and how it affects their career behavior. Aside from the idea that women and men differ in their levels of competitiveness, Hakim also argues that no matter the gender, those who identify themselves as a “work-centered” personality will be the most likely to survive in competitive environments. A work-centered person is classified by their competitive behavior in all aspects of their life such as work, sports, or politics and their choice of fitting their family-life around their work agendas. In environments where profit maximization and competitive behavior are praised such as in for-profit companies, work-centered personalities will be the prevailing employees not only in their length of stay, but also in the amount of higher positions received. 
Some research does suggest that both genders consider women to be more trustworthy than men (Jones and Kavanagh, 1996; Paterson & Kim, 1991), while Spector and Jones (2004) find that men have an initially higher level of trust for other men than for women. They also found that women do not have a difference in initial levels of trust between men and women.
Hakim (2001) points out a common argument that women are employed in the nonprofit sector in higher percentages than men based on the knowledge that nonprofit organizations have more family-friendly policies than for-profit firms. These types of policies can be in the found in different forms, such as the toleration of “motherhood, long parental leaves, part-time hours of work, and family friendly arrangements” (Hakim, 2006). 
Polachek (1981) argues that certain occupations have more women as employees because these types of companies (such as nonprofits) require less training and have more general skills and therefore can be filled more easily when a women decides to stop working in order to raise a family. Polachek also argues that women who expect to have an interrupted work career will choose occupations where they will experience the least of amount of earnings lost due to the loss in human capital during the interrupted time period. 

Another way in which men and women differ in their work-life endeavors are the way in which they build social capital. Men tend to build their social networks mainly for the purpose of furthering their careers. On the other hand, women opt for networks filled with emotional support from friends and family rather than from co-workers (Wang and Yamagishi, 2005). Jolly-Ryan (2006) makes the argument that private-clubs that discriminate against women hold women back from advancing in their careers by not allowing them to create these essential business contacts that are would otherwise have been created. This leads to the argument that Jolly-Ryan suggests that the more networks a person has established (especially women and minorities), they will have a better chance of promotion and attaining better jobs.

An argument that some could make is that women are overrepresented in the nonprofit sector because of their ability to earn higher wages than in the for-profit sector. However, Odendahl and O’Neill (1994) point out that it can be observed that the pay-gap between genders and races is actually larger in situations where minorities (gender or race) are employed in unusually high percentages, such as the nonprofit sector. In companies where white men are employed in the highest percentages, the differences in pay are smaller between men and women and between whites and nonwhites. Not only are the differences in pay between genders and races larger in the nonprofit sector, but the overall pay is much less in nonprofits compared to both the government and the for-profit sector. “Between 1982 and 1987, the average wages or salaries in the independent sector were 73 percent of the average of the other sectors”. 
Economic Theory


Why is the nonprofit sector made up of 69% women while only 46% of the for-profit sector consists of women? There are certain traits that are better suited for employees of nonprofits and other traits that are better suited for the for-profit sector. 

As Frumkin (2002) points out, many types of nonprofit organizations exist to serve consumers a necessary measure of trust that similar for-profit companies cannot offer. Consumers are driven towards these nonprofits when they are in need of a trusting relationship with their supplier. By making the decision to create a transaction on the basis of trust, consumers are forgoing the route of choosing a competition based relationship that is created in the for-profit sector. Therefore, the for-profit sector creates a need for employees with a personality trait similar to what consumers expect to receive, a competitive, profit-driven personality. Alternately, consumers expect nonprofits to employ staff with a more trustworthy personality in order to uphold their expectations for why they chose a nonprofit organization in the first place. 
Hakim’s logic (2001) that men’s work orientation is more often powered by profit maximization fits well within my thesis. The profit-driven personalities should be found more often in competitive work environments. For-profit companies have less of a need for trust between the purchaser and the supplier and more of a need for profit maximizing strategies. Hakim points out that work-centered women are in the minority while the majority of men can be described as work-centered. This observation supports the picture that can be found in the real-world: there are more men employed by for-profit companies than women, and more women employed by non-profit organizations than men. 
In a surveyed response, men and women both consider women as the more trustworthy gender as Jones and Kavanagh (1996) and Paterson and Kim (1991) both find. This contradicts the results that Spector and Jones (2004) find, that women do not have a higher amount of trust for either gender and that men have an initially higher level of trust for other men than for women. The difference between the results of these studies, however, is that Jones and Kavanagh along with Paterson and Kim use a survey to determine trustworthiness among genders in different environments. In contrast, Spector and Jones specifically target the employees in a workplace environment. The subjects were team members in a company and their reaction to the gender of a new team member was recorded. Following this criteria, it would make sense that in a profit-maximizing company, men would have a higher level of trust for other men as they both have the same goal of profit-maximization. This does not, however, measure the trustworthiness between a buyer and the supplier of a good or service. This type of trustworthiness, between a consumer and producer, is the type that I show how it contributes to the overrepresentation in the nonprofit sector. The study that Spector and Jones employed does show the amount of trust between two team members of a company which may be beneficial to other studies, but does not render consideration for this thesis. Therefore, we can conclude for the purposes of this thesis that women are considered to be more trustworthy by both men and women. 
Wang and Yamagishi (2005) recognize that there is a difference between the types of networks that men and women create. This difference plays a key role in why women are employed in higher percentages in the nonprofit sector than the for-profit sector, an argument that Jolly-Ryan (2006) strengthens. Following Jolly-Ryan’s conjecture, as more men generate the more business minded networks, they are able to compete better in the profit-driven for-profit sector. Women’s networks, however, being more informal and relationship-based, are more suited for the nonprofit sector which is based more on trusting relationships between the parties. These differences in the types of networks that men and women create for themselves are another way in which it is possible to see why the trustworthiness of women is the trait that causes women to be employed in higher percentages in nonprofit organizations than in for-profits. 
Hakim calls attention to the commonly held notion that women are employed in the nonprofit sector in higher percentages than men based on the prevalence of family-friendly policies. Charles and Grusky (2004) argue that while family-friendly policies have decreased overall segregation in non-manual occupations, they have actually increased both vertical and horizontal types of discrimination in non-manual careers. Hakim (2006) supports the argument that Charles and Grusky make by claiming that “the latest research evidence is that family-friendly policies do not make any major positive difference to gender equality in the labour market, as indicated by levels of occupational segregation, the pay gap and the glass ceiling. On the contrary, they exacerbate these problems”. Therefore, the increased percentages of women found in the nonprofit sector cannot be explained by the family-friendly policies that the nonprofits so frequently possess. 
Contrary to the argument that Polachek (1981) attempts to make, there is abundant research showing that women with irregular work histories are not any more likely than a female with a steady work history to be employed in an occupation with less than a usual amount of required training or with job skills that do not deteriorate quickly (such as a nonprofit organization). Reskin and Hartmann (1986) point out that if women do tend to choose careers that require less training or more general knowledge skills, this would not mean that they would congregate in a small group of these types of occupations. There are many male-dominated fields that have very little training required. This illustrates that women do not choose their occupation based on the amount of training involved, otherwise all jobs with the minimalist amount of training would be dominated by women. Therefore, we can see that women do not choose to work in nonprofit organizations based on the lesser amount of training involved or their likelihood of discontinuous work patterns. 

With its unusually high percentage of women employed, the nonprofit sector should actually have a larger pay-gap than for-profit companies. Also, the wages are noticeably lower in nonprofits as Odendahl and O’Neill (1994) point out. Therefore, as Odendahl and O’Neill indicate, higher wages or a decreased pay-gap in nonprofit organizations cannot be an explanation for the employment discrepancy found in the nonprofit sector.
Results

As explained, the workforce of nonprofit organizations is made up of a higher percentage of women than the workforce of the for-profit sector (69% vs. 46%, respectively). There are many theories provided to explain this discrepancy, many of which were challenged earlier with alternate research. However, based on the knowledge that many nonprofit organizations are in existence to overcome a lack of trust that can sometimes occur in the for-profit sector and the knowledge that women are seen as more trustworthy than men, it would seem that nonprofits would benefit from hiring those who are generally considered more trustworthy to coincide with their purpose for existence. As women are most often seen as more trustworthy than men, it follows that women would more often be hired in nonprofit organizations than men based on their trait of trustworthiness. In contrast, men have a more competitive drive more often than women do, which would benefit a for-profit company. Therefore, for-profit firms would more often hire men to fulfill their needs for competitive personalities and for profit maximization. 
After determining the reasons why nonprofit organizations established on the basis for trust would benefit from hiring women and the personality traits of men would benefit the for-profit sector, it is necessary to determine how these differences play a role in the demand for labor. The optimal number of employees for a firm to employ is dependent on many factors, such as the wage rate, the amount of output desired, the price of the good or service produced, and the productivity of the employees. In order to determine the most advantageous level of employment, the marginal revenue product can be calculated in order to determine the additional revenue that a firm would receive by hiring an additional worker. By examining the marginal revenue product, a company can decide how many workers to hire. As the marginal revenue product of labor (MRPL) increases, each additional worker is increasing the marginal revenue. Each firm should hire workers up to the point where the MRPL is maximized. 

These models related to labor markets typically assume a homogeneous labor pool, which is obviously far from a real world application. Potential employees have many different qualities and traits that set them apart and make them either a more or less productive part of the labor force. Still, many qualities such as education are fairly easy to differentiate: it is generally accepted that the more education completed, the more productive the worker. However, as is evident when comparing the nonprofit and for-profit sectors, gender complicates the notion of a MRPL by including the impression that gender may play a difference in the MRPL. A possibly controversial statement, it makes sense after understanding the different traits found within each sector and their associated employees that each gender contributes a different amount to the MRPL of a firm. 

Men are found to be more competitively driven and women are deemed to be more trustworthy. As explained, these traits are found in different sectors and are more desirable in their respective sector for their distinctive reasons. Therefore, if consumers want to purchase a good or service from a nonprofit organization and expect to receive a relationship based on trust, encountering a non-trustworthy relationship would tarnish the nonprofit’s reputation and business would decline. This implies that a woman (who more often has a trustworthy personality) would provide a higher MRPL in a nonprofit organization than a man would (who more often has a competitive, work-centered personality). Conversely, a man with a more competitive personality would be driven more often to seek the highest profits possible when employed by a for-profit firm. This indicates that in the for-profit sector, a man (a work-centered person) would have a higher MRPL than a woman with all other traits, education level, productivity etc. being equal. 

By understanding how men and women have a different MRPL in the nonprofit and the for-profit sector, it is possible to see that men and women are not perfect substitutes exclusively when comparing each sector. A man employed in the nonprofit sector would not create as high of a MRPL as a women would, and therefore would not be a comparable alternative as an employee. The trustworthiness that is necessary for the nonprofit sector is not found as often in men which leads to the imperfect substitutes of the genders. The competitiveness and work centered personality that is necessary for the profit sector is not found as often in women which again leads to the imperfect substitutes of the genders.

It is important to note that these differences in MRPL between men and women assume all other characteristics identical between the potential employees: education, work history, etc. The only differences assumed are the desire for profit-maximization and perceived trustworthiness of the individuals. 
Conclusion

The disparity between the percentage of women employed in the nonprofit sector compared to the percentage of women employed in the for-profit sector is an interesting and controversial topic, with many theories as to why the difference occurs. Many of the proposed theories, however, can easily be discarded after understanding some of the recent research regarding women and their work preferences and histories. The need for trust in nonprofits and the perceived trustworthiness of women are the keys linking this divergence in employment percentages in the two sectors. By analyzing the personality differences between men and women and how these differences satisfy different needs in the sectors, we can determine how men and women are imperfect substitutes across the nonprofit and the for-profit sectors. 

While this thesis describes the demand-side argument for nonprofit hiring occurrences, the supply-side could be considered as well. It may be possible that both the supply and demand side work hand-in-hand to create the higher percentage of women employed in the nonprofit sector; this thesis only describes the demand-side argument.

The idea that women and men are imperfect substitutes across the nonprofit and the for-profit sector can invoke some controversy, as would any argument supporting the notion that women and men may be better suited for different careers. However, after analyzing all issues and concerns surrounding this topic, this thesis should not create too much disagreement. This thesis is not meant to imply that any sector discriminates on the basis of gender. Rather, that holding all other factors for possible employment equal, a more trustworthy personality would benefit the nonprofit sector greater than would a personality which strives to maximize profits. Alternatively, a more competitive or a more work centered personality would provide greater benefit to the for-profit sector. This possibility for a greater benefit leads to more trustworthy personalities being hired by nonprofit institutions, and most often these personalities are held by women. 
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