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The nonprofit sector plays an important role in the economic, political and social systems of developed and developing countries throughout the world.  From an economic perspective, for example, the sector provides the public with important social and human services, thereby relieving the government of the expense of doing so.  The sector also contributes revenues to government coffers in the form of the payment of income, value added and other taxes, according to the laws of a particular country.  Governments and societies that facilitate the expansion of the sector and enable nonprofit activities derive financial returns that typically compensate for any revenue loss the government may incur when the sector is afforded generous tax benefits.  

Assessing the sector’s overall impact is a complicated and evolving task, but there are several generally agreed upon indicators that make assessing its economic impact possible.  The Johns Hopkins Comparative Nonprofit Sector Project is the largest inquiry ever undertaken on the scope, structure, financing, and impact of nonprofit activity throughout the world.  In its text Global Civil Society:  Dimensions of the Nonprofit Sector, Volume I, the sector is characterized as a “significant economic force” in most of the regions it examined.
  Specifically, the Project’s findings reveal that the nonprofit sector is a USD 1.1 trillion industry that employs close to 19 million full-time equivalent paid workers.  This level of employment represents nearly 5 percent of all nonagricultural employment, 10 percent of all service employment, and 27 percent of all public sector employment.  If volunteer inputs are included in the tabulations, this translates into another 10.6 million full-time equivalent employees.  

Nonprofit expenditures in the countries analyzed averages 4.6 percent of the gross domestic product (GDP).  The Johns Hopkins Project puts these figures into context by pointing out that if the nonprofit sector were a separate national economy, it would be the eighth largest in the world, ahead of Brazil, Russia, Canada, Spain and Mexico.  

As might be expected, there exist great variations in the size and impact of the sector from country to country and from region to region.  The sector is generally larger and has a greater economic impact in developed countries.  For example, in the United States in 2002, the nonprofit sector represented nearly 10 percent of the national income (up from 7 percent in 1996).
  In Australia in 1999, the nonprofit sector contributed $21 billion to Australia’s GDP.  Philanthropy Australia notes that this represented a greater economic contribution to Australia’s economy than the communications industry and was about equal to that of the agriculture industry.
  

In Canada, the Dalhousie University‘s Non-Profit Leadership Program recently calculated that, if universities, colleges and hospitals are included in the jobs numbers, the nonprofit sector provides over 1.3 million jobs in Canada.
  The Program also reported that volunteers in Canada contribute 1 billion hours of effort on an annual basis, the dollar value of which has been estimated at more than $12 billion.
  In Spain, the nonprofit share of total paid employment is 4.5 percent which translates into more than 475,000 Spaniards employed by the nonprofit sector.  When volunteer time is included in the total, the figure rises to 10.6 percent, or nearly 729,000 full-time positions.  In Argentina, 3.7 percent of the population (or more than 395,000 Argentines) works in the nonprofit sector.  Including volunteers, the percentage rises to 6.0 percent and the overall number of full-time positions to nearly 660,000.   

The impact of the nonprofit sector is Mexico is limited in comparison.  The Johns Hopkins Comparative Nonprofit Sector Project found that Mexico ranks last of the twenty-two countries included in its Global Civil Society research regarding nonprofit share of total paid employment.  Only 0.4% of Mexicans are employed by the sector.  When volunteer contributions are included in the tally, the figure rises to only 0.7%.  The sector’s expenditures represent only 0.5 percent of Mexico’s GDP.  

These statistics on the sector’s percent of national income, contribution to a country’s GDP, or on paid employment or volunteerism detail only a fraction of the sector’s economic contribution to society.  Several institutions recognize the need to measure the sector’s impact and are moving forward with concrete proposals.  The John’s Hopkins University’s Center for Civil Society Studies is continuing its work with the United Nations Statistics Division to “provide guidance to national statistical offices in improving the treatment of nonprofit institutions in basic economic data gathering.”  The organizations have developed a Handbook on Nonprofit Institutions in the System of National Accounts.  With the guidelines contained in the Handbook, national statistical agencies will be able to “incorporate volunteer effort into national economic statistics” and “collect data on the contributions of these organizations.”  Several countries including Israel, Italy, Australia and the United States have already adopted the recommendations detailed in the Handbook, and the institutions are working with other developed and developing countries to do the same.  It is our understanding that Mexico’s national census authorities are currently considering adopting the Handbook’s guidelines.  

Additionally, in 2002, the Flynn Research Institute released a study entitled Measuring the Impact of the Nonprofit Sector.  Its principal aim is “to explore the potential to develop precise empirical tools to measure the impact of the charitable nonprofit sector, or specific subsectors, on society.”  The study’s authors remark that it is extremely difficult to measure, for example, the value of efforts to advocate causes in the public interest or as they relate to the governance and advancement of democratic societies.  They also caution that a “flawed attempt at measurement would yield a systematic underestimation of nonprofits’ social contributions.”
  

In short, several indicators designed to measure the sector’s economic impact exist and are being used by governments, academic institutions and nonprofit organizations.  It is clear, however, that though evidence shows that the sector is a major economic force, only a fraction of actual impact is currently measurable and is actually measured.  
� Global Civil Society: Dimensions of the Nonprofit Sector, Volume I details results obtained from 22 of the 40 countries covered by the project.  The countries, located in Western Europe, Central Europe, Asia, Latin America, and North America, represent a mix of developed and developing countries.  Countries in Latin America include Argentina, Brazil, Colombia, Mexico and Peru.  Volume II includes an in-depth analysis of 14 countries, most of them in Africa, Asia, and the Middle East.  For more information, visit � HYPERLINK "http://www.jhu.edu/~ccss/research.html" ��http://www.jhu.edu/~ccss/research.html�.  


� See the Flynn Research Institute report, Measuring Civil Society, Patrice Flynn, 2004.  Visit � HYPERLINK "http://www.flynnresearch.com/MeasuringCivilSociety2004.pdf" ��http://www.flynnresearch.com/MeasuringCivilSociety2004.pdf�.  


� Philanthropy Australia Factsheet, The Nonprofit Sector in Australia.  Visit � HYPERLINK "http://www.philanthropy.org.au/factsheets/7-05-03-nonprof.htm" ��www.philanthropy.org.au/factsheets/7-05-03-nonprof.htm�.  


� See “A Profile of the Non-Profit or Voluntary Sector” produced by the Dalhousie Universityi Non-Profit Leadership Program at � HYPERLINK "http://is.dal.ca/~henson/nonprofit/resources/New_NP_Sector_Profile.pdf" ��http://is.dal.ca/~henson/nonprofit/resources/New_NP_Sector_Profile.pdf�.  


� See link in footnote 4.  


� See Measuring the Impact of the Nonprofit Sector, Patrice Flynn and Virginia Hodgkinson, eds., 2002.  � HYPERLINK "http://www.flynnresearch.com/measuimp.html" ��http://www.flynnresearch.com/measuimp.html�.  






