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Preface

This paper, the third in the Voluntary Action Research series, is a revised
version of a lecture given in honour of Dame Geraldine Aves, the founder
of The Volunteer Centre UK, on 25 September 1990. It is written by Martin
Knapp, Professor of the Economics of Social Care at the Personal Social
Services Research Unit at the University of Kent at Canterbury.

The paper addresses the important issue of the economics of volunteering
in Britain today, focusing on both the costs and benefits of volunteering to
the individual volunteer, to the involving organisation, and indeed to
society as a whole. Its timing could not be more opportune. Publication of
the Government's efficiency scrutiny into the funding of voluntary
organisations is just the most recent example of a growth of interest by
both funders and agencies alike in the costs and benefits of the voluntary
sector and of volunteer labour. The paper is interesting for another reason.
The vast majority of research into volunteering in recent years (some of
which, it should be added, is very good), has been grounded in the social
sciences. There has been little input from other disciplines. As this paper
demonstrates the study of volunteering benefits greatly from a multi-
disciplinary approach. It is to be hoped that in the future not only the
economist but the historian, the social psychologist and perhaps even the
philosopher will see in volunteering a valid area for study.

Dr Justin Davis Smith
Series Editor




Table of Contents

Preface

1. Introduction

® N e v e W N

References

Page

5

9

Volunteering in Britain Today 11
Cost is Another Four Letter Word 13
Supply and Demand 15
The Costs and Benefits to Volunteers 16
The Costs and Benefits to Organisations 21
The Costs and Benefits to Society 24
Concluding Remarks 25
27




1. Introduction — Context

That much-quoted aphorism, “Time is money”, is attributed to Benjamin
Franklin. It may seem a strange title for the fifth Aves Lecture on
Volunteering, for volunteering has always seemed to have a lot to do with
time and not a lot to do with money. This is a debatable point, as this
lecture will show. There has been little research in this country on the
economics of volunteering; there have been only anecdotes and casual
enquiries, for example, about the costs and the value of volunteering. The
topic of this lecture, then, is a comparatively new area of interest in this
country. Some of what will follow, therefore, is developmental and I hope
will stimulate debate and draw attention to what are transparently
important issues.

The lecture will first briefly summarise some recent statistics on
volunteering in the UK, and then examine the country’s present concerns
about costs, value and all other matters monetary. It is then necessary to
introduce some theory. Ronald Reagan once defined an economist as
someone who observes something working in practice and then wonders
if it will work in theory. There may be truth in that definition, but we do
need to get away from the atheoretical empiricism that characterises much
work in this area. In relation to the topic of the lecture, [ would argue that
there are too many figures for the costs or value of volunteering
wandering aimlessly around looking for a rational explanation. If,
therefore, we take one step back - to the theories of demand and supply -
we will, I think, subsequently be able to take a big leap forward.

Over 20 years ago, the committee chaired by Geraldine Aves noted that
volunteers were motivated by a variety of factors, including altruism, self-
interest and sociability®. These and other motivations help us to
understand the supply preferences of volunteers, and we also need to look
at the costs to them of volunteering. On the demand side of the “market”
for volunteers, we have the advantages and disadvantages of volunteering,
for the employing organisation. We can then examine what volunteering
can mean for society as a whole.

Two further preliminary points should be made. The first is that I will
follow the example of the Aves Committee and not put conceptual
boundaries around volunteering, nor will I grapple with the problem of
setting down a concise definition for this activity. It should be noted,
however, that my remarks will not be confined solely to volunteering
undertaken through voluntary organisations. I am not necessarily
excluding activities associated with religious congregations and political
parties. Volunteering need not be confined only to those things done
without any financial remuneration, and volunteering which altracts a
small wage, though one which is somewhat below the going market rate,
can fall within the purview of what follows. There is, however, a vast
difference between volunteering, self-help and informal care. Many
informal carers do not “volunteer” for their care tasks at all. In this lecture,

2 Aves (1969).
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it is going to be necessary to limit my comments to exclude self-help and
informal care, not because they are unimportant - on the contrary, of
course - but because the motivating forces that underpin them and the
costs that result are very different’.

The other prefatory remark is that this lecture will not arrive at a single
summary measure for the costs or the value of volunteering. There is, as
yet, insufficient information on volunteering to calculate such a figure.
That may be the cautious academic approach, and others may want to be
more adventurous, though [ would urge them to employ a valid
methodology.

*Netten (1988, 1990) has excellent accounts of the costs of informal care. The differences
between informal care and other forms of volunteering are not always recognised, and
suggest that some recent accounts of the costs of volunteering may need qualification,




2. Volunteering in Britain
today

If it has any meaning at all, the stereotypical volunteer is female, middle
aged, middle classed, engaged in fund-raising or helping in the personal
social services or health care area, and motivated “by the wish to do
something useful”. Of course, volunteers come in all shapes and sizes, all
ages, socio-economic groups and genders. They are to be found in just
about every sphere of human endeavour, and they are motivated by all
manner of disinterested and self-interested intentions®. There are vast
numbers of volunteers in the public and private sectors, although
voluntary organisations remain the main beneficiaries of their services®.

A Volunteer Centre UK poll conducted in March 1990°, found that 39 per
cent of people had undertaken voluntary work in the previous year, and
16 per cent in the previous week. The proportions in 1981 were 44 per cent
and 18 per cent, though based on slightly different questions”. The Charity
Household Survey of 1988-89 reported that 30 per cent of respondents had
undertaken at least one volunteering activity in the last month® The
apparent inconsistencies between these surveys in fact are not so great
once there has been standardisation for methodology, reference period
and so on. Generally, it is clear that most people:

— give a relatively small amount of time (the latest average is
40 minutes a month");

- concentrate on just a few activities (the most common being
collecting things such as newspapers for sale, selling raffle tickets,
visiting sick or elderly people, and helping at jumble sales);

- and volunteer infrequently (of those whe volunteer, about half do so
only once a year).

As broad reminders to the British population that volunteering is
important and can take many forms, descriptive statistics of this kind are
valuable. Unfortunately, without further analysis they tell us little about
the value of volunteering and its benefits to society, or about its costs to
the volunteer, to the employing agency, or to the recipient. These gaps in
our knowledge are worrying given today’s emphasis by government
ministers, by members of the Royal Family, and in various pieces of

* For survey evidence see: Field and Hedges (1984); Halfpenny and Lessof (1990); Humble
(1981}. The motivations of volunteers are discussed in more detail below.

*For example, even though local authority social care services rely quite extensively on
veolunteers {for example, see Holme and Maizels, 1978; Kramer, 1981 ), voluntary
organisations are the primary conduits for velunteerism (Hadley, Webb and Farrell, 1975;
Wolfenden, 1978; Weisbrod, 1982; Steinberg, 1990b). Ferris (1984, 1988) models the demand
for and supply of volunteers working in public services.

*The Volunteer Centre UK (1990).
"Humble (1982).
“Halfpenny and Lessof (1990).

*There are lots of assumptions necessary before one can make the calculations to arrive at a
summary figure. This median amount comes from Halfpenny and Lessof (1990).

11
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legislation," on the need for active citizenship and volunteer task forces,
coupled with reports of a recent fall in volunteering'. There are also
predictions that the socio-economic and demographic groups which have
been the traditional suppliers of volunteers will be decreasing in size.
Justin Davis Smith, in an interview published in The Times (28 November
1989), commented:

First there has been a change in the pattern of paid work. Women are
one of the traditional sources of unpaid volunteers, but many are
being attracted back into paid employment. The second factor is
changing demographic trends. The falling birth rate means that there
is a smaller pool of young people from which volunteers can be
drawn. The increase in the numbers of elderly people, meanwhile,
means that the need for volunteers is greater.

In relation to the last sentence, we should not forget that tomorrow’s
elderly population will be both the beneficiaries of volunteering, and
volunteers themselves. We know quite a bit about the propensity to
volunteer among today’s retired groups, but I would hazard the guess that
tomorrow’s elderly population might have rather different perspectives
and motivations. When making projections about the future needs and
demands of elderly people it is now customary, and correct, to note that
tomorrow’s elderly population will, on average, be wealthier because of
occupational pension plans and home ownership, and will have had their
expectations substantially shaped by the post-war consumption boom. In
projecting volunteer participation rates, as far as I can tell, there has been
no similar attempt to adjust for these differences, even though they relate
to income, expertise, expectations, and so on.

" For example, the National Health Services and Community Care Act 1990 anticipates
greater volunteer and informal carer involvement, and the Prince's Trust Volurnteers
programme aims to promote personal development and benefits to the community.

' The Volunteer Centre UK (1990).




3. Cost is another four letter
word

It was St Ignatius Loyola who first implored us “To give and not to count
the cost. To labour and not to ask for any reward”. Why, then, should

we be interested in trying to measure the costs of volunteering? There
are doubtless lots of reasons, but I will mention just two: one good and
one bad.

The bad reason is simply this. Prompted in recent years by government
initiatives and policies, everyone else now seems to have a cost fixation
about almost everything, so should we not also be concerned about the
costs of volunteering? In an era of efficiency scrutinies, value-for-money
audits, performance indicators and the like, no politician or manager with
a healthy interest in self-preservation has failed to register an interest in
the cost implications of a new activity or policy proposal. One of the
problems facing the economist in such circumstances is that the very
laudable pursuit of efficiency has been buried beneath layers of dogma
and political prejudice. In fact, efficiency really is a Good Thing. When it is
defined properly and pursued sensibly it can give more of what society
desires from the same resources, or it allows society to spend less to
achieve the same outcomes. The need to get more from less follows from
the realisation that resources and services are scarce relative to the
demands placed upon them. The pervasiveness of scarcity prompts the
good reason for being interested in the costs of volunteering. The supply of
volunteers is not infinite, and we should therefore have one eye on how
we might use available volunteer resources more efficiently. Efficiency, in
its turn, is concerned with costs and benefits, burdens and values,
resources and achievements, inputs and outputs.

In attaching a cost to volunteers, it is not intended to lead to the proposal
that volunteers should be paid £X an hour, although that in itself is an
interesting issue. Nor is it to suggest that everything must be reduced to
pounds, shillings and pence. Money is not everything. We have all learnt
that money won’'t buy happiness - though it can perhaps buy the kind of
misery you prefer - but in some situations it does act as a useful summary
indicator for resources and achievements. The reason for putting a price or
a cost on volunteers is to recognise and underline the value of what they
do. We could measure that value in whatever units we like. It just happens
that there already exists a unit of value - money - which is designed and
widely used for just such a task. If, therefore, there are things about
volunteering which can be expressed in monetary magnitudes it would be
useful to measure them in these terms. We could, for example, compare
the organisational implications and service contributions of volunteers
with paid workers. We could suggest an amendment to the measurement
of gross national product, and the treatment of volunteers within the
national income accounting framework. We could stimulate debate about
the support of volunteers (the reimbursement of expenses, insurance
cover, and so on). With information on the costs and value of
volunteering, we could better understand the comparative resource
implications of service provision by the voluntary, private and public
sectors. We would also have a better appreciation of the roles and burdens
of informal carers (even though I am deliberately excluding them from
this lecture}.

13
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There are two common reservations that often get voiced at about this
stage in the discussion of costs and values. First, there are important
elements of volunteering - love, respect, religious faith, and so on - which
can not be reduced to monetary magnitudes, and 1 do not mean to imply
that we should overlook them. Volunteer labour is a substantial resource,
however, and one of our common aims for employing organisations,
public policy managers, social action researchers and others is to find
ways to describe just how substantial it can be. If this can be done in terms
which render velunteer labour comparable with other resources, then so
much the better. We then have the opportunity to engage in a different
debate, and we have at least a minimum value or cost for volunteering,.

The second reservation suggests that linking money with volunteering
could be a little sordid. London VOISS (Volunteer Organisers in Social
Services) argued in a 1984 paper'%:

The rhetoric which promotes the value of volunteering at a time of
‘cuts’ ... diminishes volunteer work, appearing to judge and evaluate
such efforts more in terms of cost effectiveness, rather than the
volunteers’ contribution to further improving the quality of life for an
individual, group or community.

It is true that some principles or activities may appear to get devalued if
they are discussed or analysed in monetary terms, though the point can be
exaggerated. Some volunteers may not appreciate having their services
costed, and some organisations are known to cost some activities without
making the information widely available. I am not going to debate the
politics or ethics of attaching monetary values here, although I do not
mean to suggest that they are irrelevant in some circumstances.

This issue is quite different from the actual payment of money, which can
certainly alter an exchange relationship, as Titmuss was telling us 20 years
ago, drawing on blood donation for his evidence'. Twenty years before
Titmuss, A.H. Quiggen'* wrote that:

Everyone except an economist knows what ‘money means’, and even
an economist can describe it in the course of a chapter or two (p.1).

Money itself can be both sacred and profane, revered and loathed; it
would be wrong to see it merely as a neutral medium of exchange®. This
path has been well trodden by anthropologists and psychologists. My
point is not to urge the exchange of money for volunteering - although,
parenthetically, it is no bad thing to ponder on this from time to time,
because I do not think Titmuss expected to have the last word ~ but to
suggest that money can be a helpful shorthand or summary measure.

*London VOISS {1984, p.5).
P Titmuss (1970).
U Quiggen {1949).

""See, for example, Belk and Wallendorf (1990), and the references therein.




4. Supply and demand

Why do we have many millions of volunteers in Britain? Why do they
volunteer? And why do voluntary, statutory and private sector agencies
take on volunteers to help them produce or distribute their goods and
services?

If we temporarily forget volunteers and consider the decisions of and
about individual paid workers, we can learn from the demand and supply
of labour, and the market-clearing optimality conditions. A worker will
supply her or his services up until the point at which the disadvantages or
costs of working outweigh the benefits. In the simplest labour economics
theory, people supply their labour services up until the point that the
wage paid is equal to the value of the last hour of leisure forgone'. More
generally and more realistically, the disadvantages of work include not
only lost leisure time but also the cost and inconvenience of travelling
between home and workplace, and the sheer unpleasantness of the work
itself ~ the effort, a dirty environment, an oppressive management system,
and so on. The advantages of work are the wages, the aquisition of skills
(what the economist calls human capital) and the non-pecuniary
satisfaction that comes from, for example, seeing a job well done, helping
customers, and comradeship with colleagues. This is the supply side of the
labour market.

On the demand side we are interested in the decisions of employers. The
advantage for employers of having workers around is that they can
produce something, sell it and earn a profit. The disadvantage is that they
have to be paid to be persuaded to work, and machines must be bought to
help get the task done, and managerial staff must be hired to oversee
them. In the simplest theoretical model, the rational employer will
continue to recruif labour up until the point that the value of what is
produced by a worker (the marginal value or revenue product of labour) is
equal to wage offered by the employer (which in the simplest model is
exogenously determined by the state of the market).

Putting the supply and demand sides together, equilibrium is reached in
the labour market - the market is “cleared” - when the marginal revenue
product of labour to the employer, which is the value of the output
produced by the last hour of labour, is equal to the value of the last hour of
leisure given up by the employee. This simple model needs to be dragged
into the real world, of course, but the broad principles can assist an
examination of the value and the cost of volunteering.

In a simple labour market with paid workers, the observed value and the
cost of labour are identical, and mighty tomes of economic statistics are
based on this identity. But with volunteer workers, this is not the case, and
we need to be clear whether we are talking about either the cost of
volunteering to the volunteer, and this should be the net cost, or the value
of the volunteer to the employing organisation, again the et value, or the
(net) social welfare value, which incorporates both of them, but also needs
to include the impact on the organisation’s customers or clients if their
views are not adequately captured elsewhere.

'*The marginal value of leisure is generally assumed to equal the after-tax wage rate if the
worker can freely accept the hours worked, and less than this wage if there is involuntary
under-employment or unemployment.
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5. The Costs and Benefits to
Volunteers

When we return from paid workers to volunteers, there are elements of
this simple model which we can employ with some benefit. First, consider
volunteers themselves. We need to ask what factors determine or influence
the supply of volunteer time. On the benefit side we have no wage, so
what do volunteers get out of their volunteering? And, ranged against
these benefits, what are the costs of volunteering, including out-of-pocket,
uncompensated expenses, and other opportunity costs? What, then, is the
net benefit or value to volunteers.

Conventional or classical economics would have some problem with
volunteering. Two hundred years ago, Adam Smith championed self-
interest; altruism was worse than irrelevant. For a long time, economists
working within the “mainstream” of theory ignored altruism, or else they
sought to chip away at the rose-tinted picture of disinterested
humanitarianism painted by their anthropology and sociology colleagues.
There were exceptions, of course.”” It would, for example, be interesting to
see how an understanding of motivations could develop out of Maslow’s
work on a heirarchy of needs. Might it be the case, for example, that the
ability to volunteer, and the motivations behind this act, will be related to
need-fulfilment? When driven by the need for physiological survival or
safety, which are Maslow’s first two stages of need, one’s “volunteering”
might be more self-interested than when one’s primary concern (or
Maslovian need) is belongingness and love, esteem or self-actualisation.
Maslow’s theory has been criticised for its over-simplicity - there is for
example good anthropological evidence of genuine altruism in the
presence of abject poverty - but this theoretical perspective is more
relevant to today’s problems than the simple utilitarianism of early
economic theory. Interpreting economics with psychology has opened up
this area for useful analysis."

We know that people volunteer for a host of reasons.” People may
volunteer out of altruistic or humanitarian concerns: to benefit someone in
need, or society in general, perhaps with a preference for establishing the
kind of direct relationship between giver and recipient that does not come
with monetary donations to a charity.” They may have social adjustment
aims: to fit some normative expectation of behaviour, to gain prestige or

17 Lutz and Lux (1979, 1988} have developed arguments along Maslovian lines, seeking to
integrate a humanitarian perspective inte an economics of altruism. Collard's (1978) book
remains influential. See also Sugden (1982, 1983), Bracewell-Milnes (1989), and Andreoni

{19900, Arrow (1974) made the important distinction between utility from the acf of giving
and wtility from the ontcame of giving.

® Earl (1990) provides a review of this integration.

™ For example, see Clary and Snyder (1990). 1 have excluded informal care from this part of
the paper, as indicated earlier, If it were back in, it would be necessary to supplement this list
with other motivations, tied up with kinship, social networks and so on. My thanks to Ann
Netten for reminding me of this.

* From one economic theory perspective on volunteering, the act offers an opportunity for
articulating demand for public goods. It . facilitates allocative efficiency by providing a
vehicle for citizens to express their demands for publicly provided goods and services”
(Ferris, 1986). It is therefore an alternative to voting, migration and voice {protest).

T Mauss (1925).
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social approval for participation, or to expand their social circle. There
may be therapeutic or rehabilitative reasons for volunteering: to help cope
with inner anxieties and uncertainties about personal competence and
worth; to feel needed. The volunteer may seek to gain knowledge and
intellectual enrichment. (Some of this may actually be knowledge about
how an organisation operates, with resultant influences on the direction
and level of monetary donations.} Finally, there is the instrumental
function: to acquire specific new experiences or skills which might later
generate career opportunities, or provide an opportunity for the volunteer
to display those skills to potential employers. Research has shown that the
first of these - what psychologists call the value expressive function™ - is
the most common and most important for a majority of volunteers, but the
others are relevant, too, and more than one motivating factor is usually at
the root of volunteering.”

The costs to the volunteer can be both pecuniary and psychic, tangible and
intangible. In its most general formulation, the cost of doing something is
what is sacrificed - the loss of other opportunities - and for this reason is
called opportunity costing.* The opportunity costs to volunteers are likely
to involve some of the following. First there are the wages that could have
been earned from more paid employment, less tax and national insurance.
The forgone wage would be relevant if volunteer time is time away from
paid work which results in a loss of income, and we know this does not
apply to some volunteers, either because they are not in the paid labour
force anyway, or because they work a fixed number of hours and
volunteering more does not mean earning less. Second, there are the
(forgone) human capital benefits of work - the accumulated expertise that
will improve career prospects and /or increase future earning capacity. In
addition, there are other (forgone) benefits of work - they might be called
the psychic benefits - which generate job satisfaction.

The most obvious costs are the out-of-pocket expenses incurred in
volunteering, some of which are immediately identifiable and can be
reimbursed - travel and telephone costs are examples - and others of
which are less obvious, such as having a bigger car for taking elderly
people to and from day centres, or a larger house so as to provide informal
child-minding. The Wolfenden Report noted that: “Practice varies
regarding the reimbursement of travelling and other out-of-pocket
expenses..., [TThe payment of even small sums of money made the
difference between the survival and demise for informal means of care”.”
A Volunteer Centre study published in 1980® looked at these out-of-
pocket expenses in some detail. It did not report figures for these costs, but
it usefully pointed to the large numbers of voluntary and statutory bodies
which were not reimbursing expenses, or not providing insurance cover
for their volunteers. Last, but not least, there is the loss of unpaid work
(such as gardening or do-it-yourself) and leisure time, both tricky to value,
but no less relevant for that.

2 (lary and Snyder (1990).

2yan Til (1988) has a uscful review. Qureshi, Challis, and Davies (1989) are among those
with some UK evidence which goes beyond the simple questionnaire response.

*See Knapp (1984, chapter 4} for more discussion of opportunity costs.
ZWoltenden (1978, paragraph 8.5).
*Qrwell and Whitcher (1980).
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If the volunteer is rational in the economic sense, they will volunteer when
the benefits, tangible or intangible, exceed the costs, real or notional. They
will continue to volunteer up until the point when the marginal value of
(additional) velunteer work - in terms of the psychic benefits of altruism or
social approval, knowledge gained, additions te human capital, and so on
- equals the marginal value to her or him of additional paid work, which is
the after-tax wage rate, with the addition of psychic income benefits.” If
this were #ot the case, the volunteer could alter the balance between
volunteering and paid work to improve personal welfare. Economic
rationality is a strong assumption, and includes full knowledge of
alternative courses of action. In reality, therefore, this equality between
benefits gained and benefits lost may look too simple, but this general
approach allows us to link the benefit or value of volunteering to the
volunteer: either to the (after-tax) wage rate for the individual in person, or
- and this is the more feasible approach - to the after-tax wage for people in
similar age, income and education groups.® We certainly need to do more
than assume some blanket forgone wage for all velunteers because some
are retired or unemploved, and others could be giving up a variety of paid
employments in order to participate. In either case, it would be necessary
to make allowance for the non-wage benefits of work, plus the
uncompensated costs of volunteering. And it hardly needs to be said that
for retired or unemployed volunteers, whilst there will be no forgone
wages, the costs to them of volunteering are certainly not zero. Generally, I
have difficulty accepting the blanket costing of all volunteers - or,
equivalently, all informal carers - without recognition of the very different
sets of motivations and constraints behind this activity.

Can we identify some of the factors which might increase or reduce the
amount of volunteering? Taking the motivations for volunteering as our
baseline, we could hypothesise that volunteering will increase when the
benefits to volunteers can be raised or the costs reduced. Before we do this,
we should recognise that giving via volunteering is likely to be linked to
giving via monetary donations, for the underlying motivating forces will
certainly overlap. The linkage is not simple. A cursury glance tells us that
people who volunteer more also donate more, but does this correlation
reflect causality? Recent work by US economists is beginning to unravel
the underlying causal processes connecting the economic determinants,
such as income, wage rates and taxation policies, and their links with some
of the non-econontic determinants, though progress with the latter is still
limited. What these studies conclude is that the (economic} factors which
stimulate monetary donations also stimulate both the propensity to
volunteer and the number of hours supplied.” The principle influences are
income, wage rates, taxation, government activity, and the retirement and
employment rates.

The effect of income is exactly as would be anticipated: an increase in
income is associated with an increase in volunteering. Partly its effect

< Steinberg (1990b) has a very useful - and accessible — discussion of these points. As he
points out, it is not just feasibility that leads one to substitute this wider wage, but aiso the
need o avoid “endogeneity bias” (a statistical problem). People choose different wage rates
and different amounts of volunteering in the same broad labour supply calculation.

*Morgan, Dye and Hybels (1977) used this approach.

¥ Steinberg (1990b) offers an excellent summary of the evidence. Also, see Weisbrod (1988,
chapter 7) and Clottelter (1985), Steinberg (1990a) reviews the determinants of monetary
donations with particular reference to taxes, In the UK, Andrew Jones and John Posnett
(1990) have examined the economic determinants of monetary donating via covenants.
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works through the association with wage rates. In addition, a higher
income gives one the flexibility to buy in non-waged work (to replace
housework, deo-it-yourself, and so on} and labour-saving consumer
durables {washing machine, dishwasher, and so on), and also, therefore,
the flexibility to express a preference for volunteering over non-waged
activity. One recent American study, for example, suggested that a 10 per
cent increase in income would bring about a 6.5 per cent per cent increase
in the number of hours volunteered. *" (This influence, as with the others
below, assumes other things are held constant.) Anccdotally, many
surveys of volunteering have pointed to the higher participation rate
among professiocnal groups and higher income earners in the UK. An
increase in wage rates ™ pushes volunteering down. As the opportunity cost
of volunteering goes up, so there is less of it. * Changes in taxation have an
impact through their association with donations of money, in addition to
the impact on the opportunity cost of volunteering which has just been
described. If the marginal tax rate goes up (say from 25 per cent to 30 per
cent), the price of donating money will have gone down (to those people
whose donations are tax deductible, for example through covenants), and
these people will donate more money. The evidence also suggests that
they will volunteer more. Gifts of time and money are, according to
empirical data, complements and not substitutes. ™

The impact of government activities — both provision and spending - is less
straightforward. More government provision appears to result in less
volunteering. * This is what some people view as crowding-out of private
action by public provision or spending; others would see it as appropriate
collective action. If people are motivated to volunteer because they see
unmet needs in their communities {and we have seen that this does not
apply to, or dominate for everyone), then we should expect — other things
being equal — volunteering to fall if government does more to help people
in need. * If, on the other hand, people volunteer in order to gain
experience - the so-called instrumental aim — they just might volunteer
more when government spending increases because future job prospects
could look rosier for those with the necessary human capital. Of course, if
government spending generates or is associated with an economic boom,
previously unemployed people will find themselves with better chances of
getting a job, so the reverse might happen. *

* Menchik and Weisbrod {1987).

M This is the after-tax wage rate, which could therefore alter either because of a wage
agreement or because of a change in tax rates.

“There is a complication with the usual income and substitution effects pushing in opposite
directions, but the negative association noted is the net result as revealed by empirical
research.

*This has also been explained by the desire on the part of donors to monitor how their
money is used by volunteering (Clotfelter, 1985; James, 1990). There exist estimates of the
cross-price elasticity from US studies; see Steinberg (1990a, 1990b) for reviews.

*See James (1990), Kramer (1981}, Knapp (1990), and Steinberg (1990b),

*The statistical evidence on this is mixed. Steinberg (1990b), as ever, has a useful summary.
The crowding-out and “helping” effects are, in fact, distinct; see Weisbrod (1988, pp. 134-5)
for a brief discussion.

* UK evidence on the association between volunteering and government subsidies and
volunteering is limited, some of it impressionistic. See Abrams et al (1981), Leat, Tester and
Unell {1986), Qureshi et al (1989).
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Finally, increases in the rates of retirement and unemployment might have an
impact, though there are complications given the well-known links
between income and the statuses of retirement and unemployment. ”
There is some evidence - again from the US - that newly retired people are
less likely to participate in volunteering than {continuing) workers with
similar characteristics, but they will then offer more hours of volunteer
work. ™

Because some of the forces which motivate volunteers are not susceptible
to change through public policy, it might be thought that there is relatively
littie that governments or other agencies can do to influence the levels or
patterns of volunteering. This is naive. To the extent that volunteering
depends partly on econoniic forces - and there are, of course, numerous
other forces at work here - government economic policies will have their
effects on donations and velunteering, even if this is incidental to the main
thrust of macroeconomic management.

"The apparent complication would appear to be this: on the one hand retired and unemployed
people appear to face a lower opportunity cost of volunteering; on the other fimnd we have seen
that people with higher incomes volunteer more than those with lower incomes. But, as
Steinberg (1990b, p. 157) points out: “. . . these theories apply to differences in behaviour
between otherwise identical people. In reality, the typical newly unemployed or retired
person differs in many ways from the typical empleyee, so changes in the unemployment
rate cannot simply be combined with elasticity estimates to produce forecasts of
volunteerimg”.

*This evidence comes from Chambre (1984).




6. The Costs and Benefits to
Organisations

What does the sign in one Oxfam High Street shop mean when it says that
the hours an average volunteer puts into Oxfam during the year are worth
£700 to the organisation? When it is claimed that volunteers placed
through Volunteer Bureaux in Kent contributed work worth £1.8 million,
what is being measured? The National Trust notionally valued the one
million volunteer hours contributed by 20,000 volunteers at £3 million.
What is being valued?

It is not uncommon to hear two kinds of view about the value of
volunteers to organisations. The first is that volunteers are worth £X a year
and the second is that the demand for volunteers is unbounded. Consider
the latter view first. Organisations, it seems, cannot get enough volunteers;
their demand is limitless. This is convenient nonsense. It is convenient
because, if the demand for volunteers is assumed to be infinite, policy
research and policy argument about the recruitment and utilisation of
volunteers need focus only on the supply side.” It is nonsense because,
although volunteers are not paid a wage, the costs to the employing
organisation are certainly not zero. Thus the amount of volunteering is not
solely supply-determined.

The costs associated with the employment of volunteers range across a
number of areas. They are listed below in order of ease of identification
and measurement.* First, there are direct expenditures on supplies,
travelling, protective clothing, telephones, insurance, and so on. These are
directly observable costs. Second, there are the costs of recruiting, training,
organising and managing volunteers: the routine management costs, say. In
principle, these, too, should be directly observable, though in practice they
tend to get lost within general administrative or overhead budgets.” It is
unlikely that volunteers are ntore expensive to recruit than paid staff, but
they may well require different procedures; for example, if they are not
given a seemingly useful job quickly they will be lost to the organisation. It
may be that volunteers will need more training than other statf, for an
organisation might be able to recruit more skilled workers by offering
attractive salaries. The general point is not whether volunteers are
administratively more or less costly than paid workers, but that there exist
these non-zero costs.

A third cost may come from congestion. If two men digging a hole take
eight days, how many days will it take four men? The answer depends on
the size of a hole in which they are working. Beyond a certain point,
additional volunteers reduce, rather than increase, the overall preductivity

* The supply-demand model is then identified in the cconometric sense, for what we observe
in reality is the outcome of demand and supply forces, not the individual underlying demand
and supply functions. Menchik and Weisbrod (1981, 1987} make this asswmption for
identification purposes; see Steinberg (1990b, pp. 158-9).

#Same of these points are developed from Payne (19%0), Steinberg (1990b) and Weisbrod
{1988).

#15pme organisations have experienced a high rate of tarnover of volunteers, “so recruitment
and building teamwork is more difficult and agencies must maintain links with recruitment
bodies, such as volunteer bureaux that otherwise would not come within their orbit, This
takes additional time and effort” (Payne, 1990, p. 20).




of an organisation, and these diseconomies offer another reason for not
assuming an infinite demand for volunteers. Fourth, there may be
orgauisational acquiescence costs. In any organisation there is “give and take”
between employer and employee. There is, however, a difference between
paid employees, whose employment is contractually laid out, and unpaid
volunteers, who may feel able to come and go as they please, and over
whom the manager may have only limited control. If volunteers have
personal or political connections with trustees, managers will not find
their task any easier.” The organisation may in fact get diverted from its
underlying aims and objectives in the process of acquiescence.

Finally, there are the costs of inferwenving volunteers with paid staff. These
can be burdensome. There may simply be insufficient communication
between paid statf and volunteers, or difficulties of building up teamwork
because the two groups work different hours. Volunteers might not be
happy to accept the bureaucratic or other restrictions governing the
employment of paid staff. Or the paid staff might look down on volunteers
because they are less skilled, part-time, or seemingly transient. They may
be reluctant to share details which might appear to threaten the privacy of
clients. They may themselves feel threatened by job losses as a result of
volunteer work, particularly if they perceive it as nothing more than
cheap, unskilled labour. It may be harder to motivate paid staff if
volunteers are around. These interweaving difficulties may be the reason
that some organisations develop “volunteer roles” and “paid staff roles”.

Ranged against these costs are the anticipated benefits to organisations.
With volunteers, organisations have an opportunity to obtain the services
of expert advisors with unusual or expensive skills, or of unusually
enthusiastic or committed staff, or the perceptions and experiences of
volunteers who are currently, or were once, users of the service. These
characteristics may be especially appreciated by some clients, getting
around the stigma of service receipt, or offering choice, for example.
Volunteers may have good links with the local community, and help with
the monitoring of need. Information can flow in both directions between
the community and organisations employing volunteers.* Volunteers may
free more qualified paid staff for specialised tasks within the
organisation.* Volunteers may be seen as free or cheap resources, and
their recruitment might then increase the total amount of a service offered,
or indeed make it viable in the first place. From the evidence gathered
over the last 15 years in a series of cost studies, mainly but not exclusively
for social care services, the use of volunteers does indeed appear to reduce
costs, other things, including the quality of care, being equal.®

For organisations, then, all of these benefits could be gauged in terms of
the contributions of volunteers to organisational aims. The primary aims

“Young (1984).

?Morgan (1984} reports how volunteer workers in NHS mental hespitals helped reduce the
community’s fear of discharged patients.

"Holme and Maizels (1978}, and doubtiess other people, make this point about volunteers
working within local authority social services departments.

“See, for example, Knapp, Robertsen and Thomason (1990). The one exception thus far in my
own work concerns old people's homes in England and Spain, though these analyses perhaps
have missing variable problems (Knapp, Montserrat and Fenyo, 1990). On the wage
differential between non-profit (voluntary) and other producers, see Steinberg (1990b,

pp- 159-163).




will be the production or delivery of particular goods and services, and
having an impact on clients, but most of the organisations which enjoy the
services of volunteers are likely not to conform to the simple assumption
of an inward-looking, self-seeking agency (intent on, for example, profit
maximisation or the maintenance of market share). Instead, they may
recruit more volunteers than is strictly necessary for the organisation itself
- or people with different skills and capabilities from those preferred -
because they recognise and seek to promote the benefits that accrue to
volunteers themselves.

Should we then value the (net) contribution of a volunteer to an
organisation as the amount it would cost to hire a paid worker? This
would generally be inappropriate. Volunteers may be less efficient than
paid staff in some areas. As one US economist concluded, they “may be
less productive as volunteers [than in paid work], and, in addition, those
who actually volunteer may be less productive in the marketplace than the
average person who chooses paid work”.* These difficulties apply to the
calculations by the Independent Sector for the valuation of volunteer time
in the US, where a simple blanket measure is used — the average gross
hourly earnings for private nonagricultural workers, inflated by 12 per
cent to pick up fringe benefits.”” For this reason I also have difficulty
accepting country-wide estimates of the value for volunteering, though, in
the case of individual sectors of activity this may not be so much of an
error.® Under certain assumptions as to the underlying organisational
aims,* the value of a volunteer to an organisation could be approximated
by directly calculating the cost of employing her or him as a volunteer.
However, it would be preferable to look for a more direct valuation of
what volunteers achieve, and this has yet to be attempted ™

For the sake of brevity I will not examine the public policy factors which
influence organisations” demands for volunteers.”’

*Weisbrod (1988, p. 133).
¥ Hodgkinson and Weitzman (1986, 1990}.
*5See, for example, Jackson (1984),

“ As Steinberg {1990b, p. 159 describes, the attempted maximisation of net value added by
organisations will give different conclusions than, say, authority or power maximisation.

“'Weisbrod (1982, 1988) attempits it via the average employment-to-revenue ratio for, |
believe, compensated workers. Details to be checked, but method has many difficulties.

" Weisbrod (1988, pp. 136-7) discusses the subsidisation of organisation’s that use volunteers,
as well as their taxation.
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7. The Costs and Benefits to
Society

Volunteering appeals to both ends of the political spectrum. On the Right,
there will be support for self~help, committed citizenship, and
independent action — what George Bush called the “thousand points of
light”. On the Left, volunteering may be seen to offer a route to
participative, democratic collective action, a redistribution of resources
and power. Caricatures of this kind may now be a bit dog-eared, but they
serve to remind us that volunteering confers social benefits beyond those
accruing to organisations and to volunteers themselves. »

The social impact of volunteering is not necessarily all positive.
Volunteering, like the donation of money, gives some control over service
delivery to those who volunteer or donate. The area in which volunteering
gets done is determined by the volunteer herself, and this may result in
what some people may perceive to be an inequitable distribution of
support services or resources. Where society has proclaimed an egalitarian
objective — as with the NHS - there may be a need for monitoring and
compensating corrective action if volunteering appears to be favouring
one sector of society or one region, though I hesitate to suggest how this
could be done easily or acceptably ™

Another difficult area concerns social efficiency ™ Many of the costs of
volunteering are external to employing erganisations, so there are not the
usual forces or incentives to encourage it to recruit the most efficient
volunteers. Volunteers themselves may not choose the areas of maximum
social benefit in which to work. If “efficiency” is a social goal, volunteering
certainly helps by channelling the efforts of highly motivated and often
skilled people to areas of social need, but it must also be recognised that
this is not without its drawbacks.

*Van Til (1988, chapter 3) discusses voluntarism (including volunteering) and democracy.

“This is not a problem which governments (to my knowledge) have tackled. For example,
does government alter the distribution of NHS or personal social services resources to take
into account the absence of volunteer inputs into some NHS hospitals or the comparative
scarcity of social care volunteers in some arcas?

*See, for example, Steinberg (1990b),




8. Concluding Remarks

It was not my intention in this lecture to suggest that economics offers the
only, the best or the dominant pespective on volunteering, its value and its
cost. | happen to be an economist and I have done what comes naturally,
using economics to address my topic. There is obviously a lot to gain by
merging these thoughts with other disciplinary perspectives.

I have looked at the motivations and the constraints which shape the
supply of volunteer services, and at the advantages and disadvantages to
organisations of employing volunteers. The amount of volunteering that
we presently observe in the UK is substantially influenced by these supply
and demand forces, and so too are the costs and the value of volunteering,
whether from the perspective of the volunteer, the organisation, the client,
or the wider society. As | indicated at the outset, I have not attempted to
reduce these costs and values to simple monetary figures - mainly because
if this is to be done, it ought to be done properly, and it is my view that we
do not yet have the information to do it. Many people would also share
my nagging worry that summary measures get swallowed without
thinking, along with the hopelessly inadequate methodologies that
sometimes accompany them, and [ would prefer more caution

Ten years after publication of the Aves Committee’s Report on the
Voluntary Worker in the Social Services, Adrian Webb, former chair of The
Volunteer Centre UK, suggested that the Report laid the tentative basis for
a rehabilitation of volunteer work within the British philosophy of social
welfare and indicated the need for an analytical sociology of voluntarism.”™

Another 11 years on, perhaps it is now time to see the development of an
analytical economics of voluntarism.

*Webb (1979).
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