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Your Nonprofit Is Worth More Than You Think! 

A Formula for Measuring Economic Value 
 

By: Robert A. Neiman and The Harvard Business School Club of Connecticut 

 Community Partners(HBS-CP) Workshop Team* 

 

How much is your nonprofit worth? Typically nonprofit organizations report their income and 

expense, their assets, and their outputs – number of clients served, numbers of service 

offerings, client successes and the like. These can be impressive. But these factors don’t reveal 

economic value.  

Economic value reflects monetization of outcomes -- the beneficial impact the enterprise has 

on its direct beneficiaries and its many other stakeholders in the short term and long term. 

People creating and running nonprofits are dedicated to doing something for the good of 

humankind—philanthropy. In doing so however it is important to recognize that they are also 

creating economic value, and that value should be acknowledged and well understood. 

Demonstration of economic value is in fact becoming increasingly important for nonprofits. 

Economic value is the mantra of more private and public funders seeking to invest their money 

where it can do the most good. It has become a key tool for funders when making grant 

decisions and evaluating investments. It’s not the only factor funders consider. But nonprofits 

aiming to thrive in the future need to be armed with their economic value data as well as their 

operating data. 

This kind of reporting is surprisingly rare. Tom Ralser, in his book ROI for Nonprofits, estimates 

that perhaps only 10% of nonprofits he sees recognize themselves as investments rather than 

charities.(1)Yet economic value is a far more valid picture of the impact of the organization than 

statistics based on outputs or budgets alone. And there is a huge difference in the numbers. 

Let’s look at three examples. 

Case A: Inspirica in Stamford Connecticut strives to break the cycle of homelessness. Just 

one of its programs, the Women’s Shelter, produces an estimated $13.5 million in total 

value for its community for a 38 X return on cost.** 

Case B:The RITE Program (Reaching Independence through Employment) of Family 

Centers Inc. in Stamford and Greenwich, Connecticut calculates that its client’s income 

growth produces $15 million/year in value or 47X return on cost; at the same time it 

reduces clients’ government safety net costs $8 million, 25X return on cost.  

Case C: The Housing Development Fund in Fairfield County supports the development of 

affordable housing and first time homeownership. Its First Time Home Buyers Program 
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produces an estimated $11,012,000 value for its multiple stakeholders, 7.9X return on 

cost. 

It took a little thinking, work (and some help) to do these calculations. But many nonprofit 

executive directors, board members and staff have discovered the economic value of their 

organizations far exceeded what they had thought.  

MEASURING ECONOMIC VALUE 

How does one measure economic value? 

There are four key steps: 

1. Define the client or essential beneficiary your organization is serving. 

2. Calculate the actual benefit the client obtains as a result of your service. How much do 

they gain, measured in dollars? 

3. Calculate the cost of providing your service to your clients. How much do you, your 

nonprofit organization and other direct supporters spend to produce the results? 

4. Calculate the difference between total client benefits and total cost. That is the Economic 

Value for your clients. Calculate the ratio of Economic Value to total cost. That is the 

return on cost ratio for your clients. 

Recognize that client value and return on cost is but part of the story. There are many 

dimensions of economic value created by nonprofit organizations which add to the direct 

return achieved for clients. But client return is essential. It’s the actual economic impact 

produced by executing the prime mission of the organization – so it is vital to assess this value. 

Broader economic values such as reduced community costs and enhanced business 

performance add substantially to the picture and need to be accounted for as well. Note also 

that long term gains need to be discounted to present value so they can be validly compared to 

shorter term cost flows. 

What about the nonprofit that created say $5 million of economic benefit for clients but spent 

$5 million doing so? The net is zero. Have they created no economic value? They have created 

$5 million of economic benefit; yes, that can be recognized. But the community as a whole has 

not increased its wealth – it has just broken even. So to create economic value, in our view, one 

must generate more benefit than is consumed in cost. Then the community has increased its 

wealth; the nonprofit has generated economic value. Some would argue that all activity of the 

nonprofit is economic value – the base salaries of staff, rent of offices, supplies purchased, even 

before they have taken any action. But this approach obscures the productivity of the 

organization, hardly a desirable matter. 

GETTING OUT OF THE BOX TO MEASURE VALUE 

Most nonprofit organizations accumulate plenty of data about their operations – the number of 

units of activity or service they produce, the costs they incur and the dollars they raise. Buried 

in this torrent of operational information, it is hard for nonprofit staff to get outside the box 

and gather data on the effect the organization is having -- the actual change experienced by 

stakeholders.  
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And there are real challenges to this work. How would one track progress of clients seen only 

sporadically? Or get data clients may be reluctant to divulge? Or get one’s arms around the 

downstream effects for clients who may have experienced many services and inputs besides 

your own over long time periods? 

The first step is to do the essential thinking about just what you aim to measure. Then data 

gathering and computations can often be done with simple steps. Let’s illustrate: 

Stamford CT’s Downtown Special Services District’s (DSSD) clients were people in the 

downtown area. DSSD calculated the economic benefit of their “Alive at Five Concerts” 

held each summer. Citizens who attended the concerts patronized the restaurants and 

garages surrounding the concert site, who in turn were the prime economic beneficiaries 

of the event. The executive director did a survey of the restaurant and garage owners to 

determine their income on concert nights as compared to normal nights. She then added 

the tracked spending for performers, special staff people, police, utilities, maintenance 

people, promotions and management people who were also economic beneficiaries of 

the events. This totaled $1,750,000, the total benefit of the program to the Stamford 

community in 2011.There was very modest basic staff cost to organize the events, so 

virtually all the benefit counted toward new economic value for the community. 

The WorkPlace, Inc.’s(Fairfield County),Platform to Employment (P2E) Program serves 

long term unemployed. The WorkPlace’s first cohort of 100 clients had income gains 

averaging $33,800 per person during the first-year for the 68 successful participants. 

This totaled $2.3 million for a full year. $2.3 million beneift - $600K cost = $1.7 million 

economic value. This divided by $600K cost = 2.8X return on cost ratio. There were 

additional gains for participating employers. There were reduced safety net costs to the 

State of Connecticut. The gains compound as employment continues year after year, but 

the costs do not. So this is a most conservative estimate, based just on first year returns 

to the prime Platform to Employment clients, but it was more than enough to justify the 

effort economically. 

WHAT NUMBERS DO YOU USE? 

How do you know what numbers to use in your calculations? Refer to Exhibit 1 below. It spells 

out the different elements: 

Inputs  

Costs of the people, facilities, tools, intellectual capital, financing that go into your operation. 

Outputs 

Actual services and products your organization provides. But we don’t count these in the value 

equation. These are operational factors and you can use them to measure the efficiency of your 

operations. That is the number of “meals” served per dollar, or number of “counseling 

sessions” or “performances” provided per dollar. That’s important information but it’s not the 

ultimate value.  For that one must look at outcomes. 
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Outcomes 

The value we’re measuring is the total OUTCOME produced per dollar of input. Monetization of 

outcomes requires careful thinking. For example, Inspirica in Stamford calculated the value of 

reduced homelessness by earnings of people returned to the workforce, reduced medical costs 

of clients, reduced policing costs for the city of Stamford, and increased local business activity 

freed from the effect of homeless people at their door steps. The value of emergency services 

provided by a food pantry or community closet might be reflected by increased earnings as 

people overcome hunger, or get clothing to go look for work. The value of afterschool 

programming for at-risk students might be reflected by increased graduation rates that open 

the way to college experience which contribute to the students’ improved economic position 

later in life. 

Exhibit 1: 

Value Measurement Map

Outputs

Shelter Beds Provided                             Meals Delivered

Health Clinic Caseload                             Counseling Sessions Conducted

Children Tutored                                       Concerts/Exhibits Held

People

Expertise

Tools

Money

Facilities

Passion

Inputs

•Programs

•Services

•Products

•Experiences

Operations

Outcomes/Benefits

(Economic/Social)

• Reduced Homelessness

• Improved Health

• Reduced Crime/Domestic 

Violence

• Higher Student Grades and 

Graduation Rates

• Increased Employment

• Better Community Quality of Life

4

 

How does one gather information about the value of outcomes? Here are some simple ways: 

ASK:  Ask your clients or beneficiaries: What value do they derive from your services? What 

does this mean in terms of dollars for them? This can be done in personal interviews, in focus 

groups or in surveys. You needn’t reach everyone. After a few interviews or focus groups you 

begin to get a lot of repetition. Sometimes ten to twelve clients will suffice for a first 

approximation. Larger samples yield more reliable numbers.  

Ask specific questions which get at the value clearly. For example: A performing arts 

organization might ask a stakeholder -How much more income did your restaurant get on the 

night of our performance as compared to a normal evening? 

A Meals on Wheels organization might ask a client - How much do you normally spend for 

groceries, restaurant meals, and homemaker help for meals each week and how much less do 
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you spend when you use Meals on Wheels? A town library might ask a client - How many books 

do you take out of the library and thus save on book purchase costs each month? 

Social service programs, like Inspirica or RITE, can gather information directly from clients by 

tracking their incomes and subsidization through verified interviews at the beginning of a client 

program, periodically as their work with clients continues, and at the end of the program when 

clients are adequately employed and self-sufficient.  

RESEARCHED DATA:  While directly tracked information is best, sometimes one must use 

research studies to get analogous data or longer term data. For example, Abilis, in Greenwich, 

CT, calculates the long term value of its early childhood program by using cost multipliers 

supplied by the State of Connecticut.  Inspirica estimates savings in health care costs and 

increased business activity from reduced homelessness using formal studies in similar 

communities.  

U.S. census, State government and association data are all readily accessible on the Internet.  

You can learn how many people live in your community, their per capita income and family 

income, their housing costs. You can learn academic achievement scores and graduation rates, 

health care costs, employment rates. You can find basic financial data on other organizations 

from U.S. 990 tax filings which are available on line through sites such as 

www.taxexemptworld.com or www.guidestar.org. 

Business associations, community foundations, the Connecticut Council for Philanthropy, 

University of Connecticut (www.ctsdc.edu) and many other groups are providing data. A new 

site in CT, www.CTData.org is working to compile data from many different sources in one 

central website. Sometimes the data seems rough, incomplete, or not precise enough. But 

using even rough data is better than no data at all. Approximations, so noted, can still be useful. 

Data can be improved over time.  

GETTING HELP 

There are many sources of direct help to start quantifying your organization’s economic value. 

Finance staff and Board of Directors members who have business or financial backgrounds are 

often eager to do value calculations. Some professional consulting groups can help. Our group, 

HBS Community Partners (CP), helps do this on some of its pro-bono consulting projects and in 

its workshops sponsored by the Fairfield County Community Foundation’s (FCCF) Center for 

Nonprofit Excellence (CNE).The results calculated by participants in a 2013 FCCF CNE/HBS-CP 

workshop series confirm that the values are substantial. These are summarized in Table 1 which 

follows this text. 
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USING THE DATA 

Yes, it makes sense to calculate economic value. But what do you do once you have the data? 

First communicate with your funders. What are they interested in? How would they like to see 

your data? What questions do they want answered? Tuning in to your funders’ interests and 

decision making processes is axiomatic. 

But then communicate to your other constituents and government officials in your publications, 

advertising, web sites, annual reports, and at your galas or other events so they too know the 

value you create. 

Finally, keep at it. Consistent tracking of your results is crucial to building a solid picture of your 

economic value. Consistent tracking and reporting enhances the credibility of your claims for 

value. More important, it’s fun to discover your true value! Your staff and board members will 

love doing it and seeing the results. 

_____________________________ 

 

*HBS Community Partners Workshop Team: Robert Neiman, Barry Nann, Steve McGowan, Jeff 

Krulwich, Andrew Traub. Fairfield County Community Foundation staff contributors: Karen R. 

Brown, Vice President for Programs; Elaine Mintz, Director, Center for Nonprofit Excellence. 

**Return on cost in this context is different from a business return on investment (ROI). In 

business ROI reflects the return or gain to the owners and managers of a business. The return 

here is to the clients and other beneficiaries. 

1) ROI for Nonprofits by Tom Ralser, John Wylie & Sons, p.27 “This group (traditional charities 

which have the charitable gift mentality) includes 90% of the nonprofits that cross our path.” 
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TABLE 1 

ECONOMIC VALUE FOR EIGHT ORGANIZATIONS 

IN FAIRFIELD COUNTY CT IN 2013 

   

ORGANIZATION PROGRAM $ ECONOMIC VALUE  

X RETURN ON COST RATIO  

Abilis Birth-3 yr. old 

special needs children 

$5,678,357 

2.3X 

Catholic Charities Food 

Program 

Soup Kitchen 

for all in need 

$1,400,000 

2.0X 

Housing Development Fund First Time  Home Buyer 

Program 

$11,012,000 

7.9X 

Inspirica 

 

Women’s Shelter $13,556,605 

38.3X 

Neighbor to Neighbor Food Pantry $1,700,000 

6.6X 

Shelter for the Homeless Emergency Shelter  $8,800,000 

4X 

TBICO 

(The Bridge to Independence 

and Career Opportunity) 

Employment training and job 

placement service 

$1,977,000 

5.9X 

TSTT 

(Today’s Students, 

Tomorrow’s Teachers) 

Training and preparation for 

high school students to 

become teachers 

$5,163,766 

6.1X 
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TABLE 2 

ASSUMPTIONS UNDERLYING THE CALCULATIONS 

All value calculations are based on certain assumptions. Assumptions are always debatable, 

which make the calculation more than just an arithmetic exercise. 

Here are assumptions behind calculations in Table 1. 

Inspirica:  Reduction of homelessness: Value to clients based on tracked earnings minus housing 

costs. Plus the value to the community based on studies of health, policing and other 

community cost reductions as homelessness is reduced. Plus gains in local business volume, 

based on studies in similar communities of the effect of reduced homelessness. Plus tax 

benefits to the State based on the incremental tax effect of increased earnings of retail 

businesses. 

RITE Program at Family Centers, Inc.: Actual tracked earnings gains of clients; actual tracked 

declines in State supplements to clients. Governmental support savings based on actual tracked 

values including Medicaid components based on State averages of Medicaid costs. 

Housing Development Fund: Decreased credit costs to homeowners; plus gains to 

municipalities, banks and servicers; plus increased tangible wealth accruing to homeowners; 

seven year residency; thirty year mortgage. 

Abilis: Reduced cost of special education and other support costs based on State estimates of 

value accruing to families and governments because of early childhood education for special 

needs children. Long term gains were discounted to present value in order to compare to the 

present value of short term cost of the early childhood investment. 

Today’s Students Tomorrow’s Teachers: The long term yield (%students who actually become 

teachers) and earnings of teachers emerging from the TSTT support program, discounted to the 

present value at start to compare to the present value of the earlier extended investment in 

high school and college education. 

Others were based on more direct one year savings to clients based on retail costs of food and 

other services and induced benefits to communities. 

Note: All participants in HBS-CP workshops were urged to move to more direct data tracking so 

as to be less dependent on analogous studies which are approximations, sometimes with 

unknown assumptions. 

 


