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A benefit of becoming a Chartered 

Accountant is the ready transferability 

of one’s sought-after skills.  This means 

that family members often seek advice 

on tax issues or business plans. Many 

Institute members are also asked to 

provide voluntary suppor t to more 

formal organisations.  Donated time in 

10 large social service organisations was 

conservatively estimated to be worth 

$177.5 million.1  The Institute itself benefits 

from thousands of hours of vital volunteer 

time every year.  So, whichever way you 

look at them, volunteers are an important 

feature of our economy.

The Government has focused on 

voluntary time in its discussion document 

designed to increase philanthropy.2 One 

suggestion from that document is to 

recognise taxpayers’ donations of time and 

expertise to charities through a volunteer 

rebate.  If this scheme were introduced in its 

current form, Inland Revenue estimates the 

revenue cost would be over $37 million. 

The Not-For-Profit Reporting Guide 

recently released in draft by the Public 

Benefit Entity Working Group of the FRSB3 

also recognises volunteer contributions.  The 

Guide specifically encourages not-for-profit 

entities “to include the value of voluntary 

service in the statement of financial 

performance (as both a revenue and an 

expense) because doing so helps an entity to 

provide more complete information on the 

resources it has used and that are required 

to provide its services” (p 69). 
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The Guide acknowledges that measuring 

the value of time donated to an organisation 

can be difficult — which probably explains 

why a majority of not-for-profit entities 

currently do not do so.  Consequently, 

funders and other resource providers are 

told only part of the story about services’ 

costs. 

Where do we start?

Besides the cost of assessing the value 

of volunteer time, there is an element of 

alarm about “where do we start?”  We have 

been exploring that question in community 

early childhood education centres.  The 

research grew out of curiosity to assess 

the true cost of the new Government 

policy to provide three and four-year-olds 

with 20 hours of free care at these centres 

from July 2007.  But the research was also 

undertaken to see just how practical it was 

for a (voluntary) treasurer to use some of 

the many models that have been developed 

to value volunteer time.4

What did we do?

We began by interviewing the head 

teachers at a number of community early 

childhood education centres, to determine 

how volunteers help centres.  There was a 

great variation in volunteer time donated 

– from 10 to 25 hours a week.  Despite the 

contribution of 0.5 full-time equivalent (FTE) 

staff member, none of the centres reported 

these donations in their financial accounts. 

Initially head teachers were able to identify 

centre-based volunteering only.  Later on, 

they agreed that volunteers included:

• board members who under took 

management services (including 

accounting, legal and human resource 

activities and advice) 

• rostered unqualified staff

• helpers for other tasks, such as working 

bees, purchasing supplies  and ad hoc 

or scheduled maintenance.5

If centres were unable to find volunteers 

for these tasks, they bought these services 

from the marketplace. We used market 

costs to value the donated services at 

replacement cost.    For management 

services we used the equivalent that 

would be paid to the sector’s employment 

agency.  The centre-based teaching time 

was assessed on the sector’s collective 

agreement for unqualified staff.  The “other 

hours” (which included a range of skilled 

and unskilled tasks) were multiplied by New 

Zealand’s minimum wage (this may have 

resulted in undervaluation).

We were also interested in an expanded 

value-added statement model.  This expands 

the replacement cost model by including 

the value gained by the volunteer in terms 

of personal growth and development.  But 

we were forced to recognise that these 

benefits would be quite varied and hard to 

measure. What we did find, however, was 

that the head teachers benefited by learning 

from the volunteers.  One interviewee said, 

in talking of her board members:
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“… but more than that is the expertise 

I gain from these people. It’s more than 

I can say.”

So the voluntary donations could be 

expanded by the value of the professional 

development contr ibution to the  

head teacher.   

What did we find out?

In most centres, the replacement cost 

value of volunteer time added between 5 

and 6% to the possible parent revenue of 

the centre.  In one smaller centre, where 

parents were expected to volunteer 

and were on a regular roster, the time 

donated increased the potential revenue 

by 16%.   In more than half of the centres, 

the head teachers recognised that they 

had gained considerable exper tise 

from volunteers that they had not 

been taught in their training and they 

would have incurred extra costs if they 

had taken relevant courses to obtain 

this expertise.  After we assessed the 

value of volunteer time missing from 

these centres’ financial statements, we 

concluded that the Government hasn’t 

been told the whole story about the cost 

of the early childhood education services 

provided by community centres.

What methods were less 
helpful?

We may have been able to gather 

better assessments of the value of the 

volunteer time by interviewing the 

volunteers themselves or requiring them 

to keep a log of the work they did.  This 

could have involved valuing what the 

volunteer would have earned at their 

“normal” job (as an opportunity cost 

of volunteering).  We could also have 

asked these volunteers to reduce the 

valuation if the value of the skills used 

in their volunteering was less than the 

value of the skills they used professionally.  

Both these methods are t ime-

consuming and probably still undervalue  

volunteer time.6

Summary

We reviewed different valuation models 

and talked to head teachers and 

volunteers who gave us a conservative 

estimate of donated time.  In weighing 

up the costs of obtaining the information 

and the usefulness of that information, 

we found that the replacement cost 

assessment provided a relat ively 

straightforward method to use for a 

statement of financial performance. 

By increasing the completeness 

of information available to resource 

providers and other users, not-for-profit 

early childhood education centres (and 

other organisations) can promote a more 

informed understanding of the cost of 

the services they provide. 
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