CHAPTER 14

PPDD

User-Oriented Marketing
for Nonprofit Organizations

Jagdish N. Sheth

This chapter proposes a user-oriemed marketing approach for
private nonprofit erganizations as they compete and cooperate
with privale for-profit organizations in an increasingly market-
economy-oriented society. ‘The first section of the chapter de-
fines the nonprofit seclor: the second section suggests why it is
becoming less ideology-driven and more market-driven. The
third section discusses the basic dilemma that nonprofit organi-
zations are likely to face in eying to increase their market
orientation and, at the same time, preserve the public interest.
The success or tailure of a private nonprofit organization in the
future will depend on how it manages this dilemma, 1 supgest
that the best way 1o do this is to adopt a useroriented markeling
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philosophy and practice. The fourth section of the chapter
proposcs a ten-point useroriented approach, the first five
poins designed to im prove the market orientation of nonprofit
organizations and the next five 10 preserve and enhance the
public interest.

Definition of the Nonprofit Organization

Textbooks and scholarly papers have provided numerous defini-
tions of a nonprofit organization (Oleck, 1972; Wyszomirski,
193 Rotker, 1982, Rados, 1981; Rao and Tagai, 1989). From an
analysis of these sources, il is nbvious that governimental policy,
rules, und regulations play ¢ major role in defining a nonprofit
organization. For example, areas of the cconomy where the
public interest is presumed 1 be parsmount are defined as
exclusively public, in which the privaie seetor is noL allowed 1o
participare, Similarly, cevtain rux exemptions are granted only
e arginizations (hi the government detines as nonprofit
(Oleek, 1988 Websien, 1958, Where private non profit organiza-
tions are permitted 1o engage in aclivities ordinarily assigned to
the public sectean there is a strong syinmetrical interdependent
refationslip and sharing of responsibilities hetween nonprofit
and stafe agencies (Saidel, 19%1; Rainey, 1991} On the ather
hand, in economic activities where |he self-interest of suppliers
is likely to enhance market efficiency, for-profit organizations
are allowed to own and operate businesses. Furlhermore, if
there are no barriers 1o entry and there is potential for full
competition, governments generally impose very few market
rules and regulitions, especially avoiding the area of setting
prices.

Figure 14.1 provides a matrix of differem types of non-
profit and forprofit organizations. While this chapter focuses
prinsarily on privale nonprofit organizations, the underlying
dilemma of preserving the public imerest while embracing
market efficien praciices extends 10 all entities in boxes A, B,
and Cin Figure 14.1. Box A includes private nonprofit organiza-
tions that pursue & public mission bul are independent of
governmental supportand administrative control, Public orga-
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