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Chapter 23: Non-profit institutions

A. Introduction

1. Non-profit institutions in the SNA

23.1 Non-profit institutions (NPIs) play a somewhat unusual role in the SNA.
Like corporations, some NPIs produce goods and services for sale with the
intention to cover costs, that is to say as market production. In common with
other market producers, they cannot undertake final consumption. Like
government units, some NPIs are non-market producers and make their
output available free or at prices that are not economically significant to
individual households or the community at large. Some of these non-market
NPIs are controlled by government and included in the general government
sector but those that are not are grouped in their own sector, the non-profit
institutions serving households (NPISHs).

23.2 Most NPIs are separately identified institutional units. That is, they are
capable in their own right of owning assets, incurring liabilities and engaging
in economic activities and in transactions with other entities. It follows that a
complete set of accounts for the unit, including a balance sheet of assets and
liabilities, exists or could be constructed if required. In some countries,
especially developing countries, an NPI may be an informal entity whose

existence is recognized by society but does not have any legal status.

23.3 The distinguishing feature that identifies an NPI is that its status does
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not permit it to be a source of income, profit or other financial gain for the
units that establish, control or finance it. An NPI may make a profit, it may
be exempt from taxes, it may have a charitable purpose but none of these are
determining characteristics. The only essential criterion for a unit to be
treated as an NPI is that it may not be a source of income, profit or financial

gain to its owners.

23.4 All NPIs produce goods and services, most often services, intended for
consumption by households or by corporations. Some NPIs produce services
for corporations typically charging fees (sometimes described as
subscriptions) intended to cover costs. They are often set up as associations
that provide services exclusively to members. The level of fees charged, the
price of membership, typically satisfies the SNA criteria of economically
significant prices. For this reason these NPIs are allocated to the
corporations sectors. An example of an NPI serving corporations is a trade

assoclation.

23.5 An NPI may be controlled by government in that government may
appoint its officers and determine the objectives of the institution. It is
treated as an institutional unit separate from government because it has
independent control of its budget (even if much or all of the funding comes
from government) but it is allocated to the general government institutional
sector. Such institutions provide individual and collective services. An

example is a research institute controlled by government.

23.6 Other NPIs exist to provide goods and services to households either in

return for a fee or free. When fees are charged, these may or may not cover a
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large proportion of the NPI's costs and therefore may or may not be deemed
to be economically significant prices. When the fees charged are regarded as
being economically significant, the NPIs concerned are treated as providing
market services and are allocated to the corporations sectors. Otherwise the
NPIs fall into the institutional sector of NPISHs.

23.7 Thus it is possible to categorize NPIs as follows:

a. those providing services to corporations whose output is sold to the

corporations concerned and treated as intermediate consumption;

b. those that are controlled by government and provide individual or

collective services on a non-market basis;

c. those providing goods and services to households, divided between:

-those that provide goods and services to individual households at

economically significant prices;

-those providing services to individual households free or at prices that are

not economically significant;

those that provide collective services free or at prices that are not

economically significant.

23.8 Those NPIs that fall under the first bullet point in category (c) are

allocated to the corporations sectors and expenditure on their output is
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treated as final consumption expenditure by households. Those that fall
under the second bullet point under (c) are allocated to the NPISH sector and
their output is treated as actual final consumption of households delivered as
social transfers in kind. Those that fall under the third bullet point under (c)
are allocated to the NPISH sector but their output remains as actual final

consumption of NPISHs.

23.9 There are thus a number of sectors where NPIs appear in the SNA; in
both the financial and non-financial corporations sectors, in the general
government sector and in the separate sector of NPISHs. Subsectors of the
first three sectors are established to contain NPIs only. Those NPIs in the
corporations sectors may be further subdivided to show those that are foreign
controlled, those that are publicly controlled and those that are subject to
national private control. The NPIs in the general government sector may be
subdivided by level of government; central, state and local government.
NPISHs may be divided between those that are foreign controlled and those

subject to national private control.

2. The accounting rules for NPIs in the SNA

23.10 The output of NPIs is valued in the same way as for all institutional
units. If the unit is a non-market producer, output is valued at the sum of
costs, including consumption of fixed capital but excluding a return to
capital. If the unit is a market producer, output is measured by sales
adjusted for changes in inventories and any production for own capital
formation. For some NPIs that cover a large proportion but not all their costs

from sales, this will leave the unit with negative operating surplus. This is
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covered by donations (current transfers).

3. A satellite account for NPIs

23.11 For some time, there has been growing interest in studying the
contribution to the economy of institutions such as NPIs because they are
seen to constitute a significant presence of growing economic and policy
interest. Such institutions are variously referred to as “non-profit”,
“voluntary”, “civil society” or “non-governmental” organizations and

RPN 13

collectively as the “third”, “voluntary”, “non-profit” or “independent” sector.

Such institutions attract interest because their operating characteristics are
somewhat different from those of other units in the corporations and
government sectors. Specifically:

a. They are not permitted to distribute profits;

b. They may produce public goods as well as private goods;

c. They may receive as much or more from current transfers as they receive

from selling their output;

d. They may depend on volunteer labour as well as paid labour;

e. Because they cannot pay dividends, they cannot attract equity capital in

competition with corporations;

f. They may be eligible for special tax advantages in many countries;
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g. They typically have special legal provisions covering the governance,

reporting requirements, political participation and so on;

h. Although they provide public goods and services, they do not have the
same powers or restrictions as government in deciding what these goods and

services should be and how they should be allocated.

23.12 Arising out of this interest, a satellite account for NPIs has been
developed as described in the Handbook on Non-Profit Institutions in the
System of National Accounts(United Nations, 2003). Sections B and C
describe the essential features of this satellite account. Section D discusses
some other aspects of NPIs that it may be desirable to explore in addition to

the satellite account.
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B. The units included in the NPI satellite account

23.13 The starting point for the satellite account is to identify the units of
interest. As will be seen, the units chosen coincide largely (but not quite
entirely) with the units described as NPIs in the SNA. One way of
approaching a satellite account, therefore, would be to consider compiling the
complete sequence of accounts for a sector made up of the subsectors of NPIs
in the non-financial corporations sector, the financial corporations sector, the
general government sector and NPISHs. However, because many of those
interested in accounts for NPIs only do not come from an SNA background,

the handbook starts by identifying characteristics of the units of interest.
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1. Determining characteristics of units for thesatellite account

23.14 Various alternative concepts have been put forward around which a

satellite account for non-profit institutions could be formulated.

23.15 The first of these is the concept of the “social economy” which depicts
non-governmental institutions with a social or collective purpose. Typically

mutual societies, cooperatives and associations would be included.

23.16 The second concept is of “public benefit” organizations. This typically
covers a narrower range of institutions that serve a broad public purpose and

excludes institutions that serve only their own members.

23.17 In between these two is the concept of the non-profit sector on the lines
initially pioneered by the Johns Hopkins Comparative Non-Profit Sector
Project. In this project a definition of the non-profit units was elaborated
along structural-operational lines. The requirements for inclusion are the
following:

a. organizations should exist as identifiable institutions;

b. They should be institutionally separate from government;

c. They do not distribute profits;

d. They are self-governing, that is to say they are not subject to control from

other units;

1. ¥7 74 MEIEDBMNDORBDORE

23.14 DX BRI D 5 ZIIEERIHIEROY T Z A4 NE R T D
MEWNWHIZEICBELT, A REBZXZFHFND D,

23.15 1 DOHOBERIT ASHHNEITEEGHHNZ b o 2 IFBUNHE 23R
(2t OBETH D, IR, MEME, BERME. Ha2 ZhicE
iméo

23.16 2 o0&, AR MO ETH D, Zhux, #fARIZIE, IR
FIRAHBOT=DI2@< . Lo O EPFHOE 25 & L, BH DR E DA
D 7= DIl < BEBHIZBRDML B,

23.17 Z DO 2OoODMADRIC, ¥ a v AR TX L AKFOIEE FE P E RS sk
W7 =7 b (Johns Hopkins Comparative Non-Profit Sector Project) (Z
Ko THRANTEHB EINTZT A NS T2IEERFHH OB SN H D, H7Te =y
N TiE, FERFIHEALOFER R ERD ., MEERNOBRIERTEER 7 14 IZih» TH &
biIvd, TOBELEET, ROXIRLDOTHD,

a. MRk ITFRR FTRE 2B & D UM THERE & L CHEAET 5,

b. BUF HHIERICOEEL T\ 5,

c. Mg & 5Bl L7avy,

d. HEER), 2F 0 ZOMOEN O LEITIR S 7220,

- 1497 -




e. Membership of the unit is neither obligatory nor automatic but involves

some degree of voluntary participation.

23.18 The main exclusions from the set of NPIs recognized in the SNA are
those NPIs allocated to the general government sector because, although
they are institutionally separate from government, they are controlled by
government units. There are a small number of informal, usually temporary,

NPIs that may be excluded also. These are discussed in section D.

2. Examples of units included

23.19 The following are illustrative examples of the kinds of entities that are
likely to be found within the “non-profit sector” for the purposes of the NPI
satellite account:

a. Non-profit service providers, such as hospitals, higher education
institutions, day-care centres, schools, social service providers and

environmental groups;

b. Non-governmental organizations promoting economic development or

poverty reduction in less developed areas;

c. Arts and culture organizations, including museums, performing arts

centres, orchestras, ensembles and historical or literary societies;

d. Sports clubs involved in amateur sport, training, physical fitness and
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competitions;

e. Advocacy groups that work to promote civil and other rights, or advocate

the social and political interests of general or special constituencies;

f. Foundations, that is, entities that have at their disposal assets or an
endowment and, using the income generated by those assets, either make

grants to other organizations or carry out their own projects and programs;

g. Community-based or grass-roots associations that are member-based and
offer services to or advocate for members of a particular neighbourhood,

community or village;

h. Political parties that support the placing of particular candidates into

political office;

1. Social clubs, including touring clubs and country clubs, that provide
services and recreational opportunities to individual members and

communities;

j. Unions, business and professional associations that promote and safeguard

labour, business or professional interests;

k. Religious congregations, such as parishes, synagogues, mosques, temples
and shrines, which promote religious beliefs and administer religious
services and rituals. However, an official state church incorporated into the

state administration, particularly one supported by obligatory taxes, would
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not meet the “institutionally separate from government” criterion and thus
would be excluded from the set of NPIs in the satellite account. It should be
noted that religious congregations are different from religiously affiliated
service agencies in such fields as health, education and social services.
Similarly, service organizations related to a state church might still be
considered to be within the non-profit sector, as long as they are separate
institutional units and meet all the definitional criteria.

Both market and non-market units should be included in each of these

categories, so long as the institution concerned is an NPI (and not just an
NPISH).

3. Borderline cases

23.20 Certain other types of organizations are likely to occupy a grey area
between the non-profit sector and either the corporations or government
sectors. Some of those entities will properly belong within the non-profit
sector for purposes of the NPI satellite account, while others will not. The
following guidelines may be helpful for making those decisions. (Obviously,
these guidelines will have to be applied to types of organizations and not on
an organization-by-organization basis, but the decision rules can still be
instructive.) The guidelines given here are those of the handbook, slightly
modified in the light of experience with implementing the accounts. It is
proposed that the modifications included here will be incorporated into the
next edition of the handbook.

23.21 Cooperatives are organizations formed freely by individuals to pursue

the economic interests of their members. The basic principles of cooperatives
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include:

a. democratic control, that is, one person, one vote;

b. shared identity, that is members are both owners and customers; and

c. orientation to provide services to members “at cost”.

As with other institutional units, if the articles of association of a cooperative
prevent it from distributing its profit, then it will be treated as an NPI; if it
can distribute its profit to its members, it is not an NPI (in either the SNA or

the satellite account).

23.22 Mutual societies include such organizations as mutual savings banks,
savings and loan associations, mutual insurance companies, sickness and
burial funds. Mutual societies, like cooperatives, are organized by individuals
seeking to improve their economic situation through collective activity. They
differ from cooperatives, however, in that they are mechanisms for sharing
risk, either personal or property, through periodic contributions to a common
fund. Normally the depositors in mutual societies formally control their

operations.

23.23 Because mutual societies operate in the commercial sphere, they fall in
the financial corporations sector. Only if their articles of association prevent
them from distributing profits to their owners are they treated as NPIs in the
SNA (but still within the financial corporations sector) and included within

the NPI sector for the satellite account.
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23.24 Self-help groups are similar to both cooperatives and mutual societies
in that individuals join to accomplish goals of mutual support that would be
unattainable on an individual level. They differ from both, however, in that
they are not principally engaged in commercial activities. As a general rule,
self-help groups should be treated as membership organizations and included

within the non-profit sector.

23.25 Social ventures are enterprises organized for the purpose of employing
and training disadvantaged individuals (handicapped, long-term

unemployed, etc.) who would otherwise not find employment. The enterprise
is considered an NPI unless it generates and distributes its surplus to owners

or stockholders.

23.26 Quasi —non—governmental organizations, which are found in many
European countries and elsewhere, are designed to function at arm’s length
from government departments, thus avoiding direct political control. To the
extent that they are truly self-governing entities, they are appropriately
considered part of the non-profit sector, even if they exercise the limited

authority delegated to them by government agencies.

23.27 Universities, like other institutions, can be either NPIs, public
institutions or for-profit corporations. Differentiating NPIs from public
institutions is especially difficult since both may receive significant amounts
of government support, either directly or indirectly, and since even public
institutions may have a significant degree of autonomy. The key, therefore, is

whether the institution is clearly self-governing and not part of the

23.24 HBEWZA—T1%, EADN, HA L~V TIHER T E RWHA RO BAE
EENT H72DIZBMT 5 L9 1T, WA ER KO AEME BB LTy
5. LU, BBIZ V=713, EEARRICREEIEENCEF LRV E W H HT, 20D
W#E & T # > TnD, Flo, —RIC, BEZ A —713, SEMEkE LTHW,
FHEHFBMIZED B,

23.25 HEFEIT ALSWNICEENRWVEN (EEOH LA, REIKEELE R L)
TREMDOEPMIZ 2 ANZRBA LD (FIRE L7203 2% B TRk S o3
ThdH, ZOX DT, FrFESCKEICRRIZ OB LRV E Y | NPIE 2
mahb,

23.26 MEIFBURFMARIZ. FINSZ OO < ODEICH Y | BIFERNE —ED
B2 B & BUNN O OB 2 e — L2 HE L THRRET 2 L oGS Tn
Do TNNEBRCHEMERTH DR, 7oL &, BUFERIZ L0 ZEShZR
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23.27 Kb, MR & [FRRIC, NPL, AR £ -3 EREAEEON
NTHHY I 5, ZOFFNTE T, NPIZAMKR & XA+ 2 ik, Fic
LV, 2L, WL DEENTONHEN THIL, 1720 ORE ZOBUF
XEEZITR- TR, £/, AREBETH- TH BAEED LR EN DT
BDH, Lo T, KAOgE, MR ONZARNTH Y | B TE
AT LD TIRWINE I INTH D, NPITHLIHEMKREIL. BFOKEN R
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government’s administrative system. Educational institutions that are NPIs
will have their own self-perpetuating boards that can determine all facets of
organizational operations, without approval by government officials, and
that can cease their operations without the approval of government
authorities. Public educational institutions will have boards selected in
significant part by government officials or agencies and lack the power to

cease operations without an act of the government.

23.28 Hospitals, like educational institutions, can also be either NPIs, public
institutions or for-profit corporations. The same rules that apply to

educational institutions also apply to hospitals.

23.29 Indigenous or territorial groups, such as “band councils” in Canada (a
form of First Nation government) and peasant or native communities in
Peru, are organized around either cultural or ethnic groupings or a particular
geographic area, mainly with the purpose of improving the welfare of their
members. The difficulty arises when such groups essentially operate as local
governments, often making and enforcing their own laws. When that is the
case, the groups do not meet the “institutionally separate from government”

criterion and fall outside the boundaries of the NPI satellite account.

4. Classification of NPIs

23.30 NPIs can be classified according to the activity they undertake or the
purpose for which they are envisaged. In terms of activity, the normal
classification to be used would be ZSIC. Because the detail available in ZSIC,

Rev. 3 for many of the social services covered by NPI was not sufficient, an

B (R=F) 28FbH, €2 T, BINYRORAZ2LT, MEEE0HLDD
HAZRET DI ENARET, EBE2TIET22 L b Th D, AHIEEHEIC
T BIFE R ELIZZEORBACL > TA U ANR—DRGTPRESNLEBRN S
0. ZZITIEIBUFOWRFER L CHER &2 T IET DHERIT R,

INEIREBE E T I X EREAEFEDONT
b b S h 5,

23.28 Wbt b .
nNTHLHY 95,

ZUEREES & RIERIC . NPI,
HEMEAI T S5 0 &R UHLAID,

2329 WFHFD IRV FEES] (77 =X hx—vary] B, 37205
AT H OFAERIEBT O—TERE) O~ —DRRPEFEROAI 2 =T 1 —D X
I 7R, FAERSCHIR D 7 v — 7%, EICA =D gk E & E#ET D AR T, Uk
RRIE T V=T E TR E O MBERFEE TSN TV D, Ll b 7L
— 7 REARMICHT B & U CTHREL . LIZLIEA S oA HIE, MifTd 2%
AlZiE, BENAEC B, ZOEE, 207 N—T1% TEFD B HERNZ 538 5 |
WA= S 7202, NPIY T 74 MEOERNMZ/2 5,
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23.30 NPIIL, M4BT O IFECEE S D HIICHE > THliEn b,

TREBN OB DL, EEEH S5 _REMEIFISIC (EFEUEpE R 4E) CTh
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elaboration of the basic IS/C codes was developed for use in conjunction with
the NPI satellite account. This classification is known as the International
Classification of Non-Profit Organizations (ICNPO). Similarly some
elaboration of the classification of NPIs by purpose (COPNI) was developed.
In ISIC, Rev. 4, however, an alternative aggregation for data reporting for
non-profit institutions is given in part four, section D. The twelve main

headings of interest are shown in table 23.1.

Table 23.1:1CNPO groups

Group

1. Culture and recreation

2. Education and research

3. Health

4. Social services

5. Environment

6 Development and housing

7. Law, advocacy and politics

8. Philanthropic intermediaries and voluntarism promotion
9. International

10. Religion

11. Business and professional associations, unions

12. Not elsewhere classified

ISICZ— ROFEMMEA 2 STz, T O, IEEFFMOEFE/34E (ICNPO)
LLTHMBbR TS, £7-. [ARkIC, NPIo BB E O (COPND) %7
iz, LnL, ISIC, Rev. 4Tl FEEMIFKIZOWTO®MET — & OAFEH
PREFTIEN, N—bh 4, B arDTHRRLRTWDS, BET 512 OFHE
SYFETEE A, £23.LREIN TN D,

#23.1 : ICNPOZ Vv —F
Tn—=7

1. 30k & s

2. HE LR
3. P

4. tERY—ER
5. BRbE

6. BAFE & EE
7. B, MERBEE. BOR

8. HESMAN, KT T 4 TRk
9. [EBE

10. #E#

11.53H - HMEBHIEK, HE
12. iz 2N o

C. Accounts for non-profit institutions in the satellite account

C. 3774 MARIZEIT B IFEFHAEOEE

- 1504 -




23.31 The first set of accounts prepared in the satellite account corresponds
exactly to those in the SNA sequence of accounts. Indeed this can be seen as a
simple aggregation across the subsectors for NPIs in the corporations sectors
plus NPISHs. NPIs in the general government sector are excluded from the

satellite account as noted above.

23.32 The second version of the accounts is to consider those NPIs that
provide services at economically significant prices but where the sales of
their output bring in revenue that is significant but less than the whole of
their costs. Two possible scenarios exist. The first is that the enterprise
undertakes different types of activities, some on a market basis and some on
a non-market basis but with the market basis activities predominating.
Although the two types of activity cannot be allocated to separate
institutional units, separate establishments for each can be distinguished. In
principle, the production account of the establishments undertaking market
activities should be compiled as normal but the production account for the
non-market establishments should be based on the sum of costs. The value of
this output should be treated as distributed to households as social transfers

in kind and added to household actual final consumption.

23.33 The second possibility is that only one sort of activity is undertaken but
the sales cover a large part of the costs with the balance being made up of
donations. The donations are treated in the SNA as current transfers (any
donations designated for capital purposes being treated as capital transfers).
The satellite account treats these donations as analogous to subsidies and so
measures the value of the output as the total sum of costs. In this case, the

excess of output measured in this way over the proceeds from sales is treated

23.31 VT T4 MHETIERESNDE 1 OBTEREL. SNAOEIERINZE T
HEEZDOLDOTH D, EFE. ZOBIEX. IEASETM O ONPIOWNEREM
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B a1T72 9 FEFTOALEME @ H &V IERR S 508, EHiG O FEFT O A pE
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23.33 2 OHDAHEMEIL. 1 DDIEEZIT T2 b D 23, IGETE A O KI5y
BEDRD, FBENFNTEN DD EVI DO TH D, ZO%FFHE, SNA
TIEREBEEE LTl Y (BARBICK L THRE SN FHMIE, EABIRE LT
Wo)e Y7 T4 METIE, FRHEMSIHEE LW E T 5720, FEHEE
IERGEEEE LCET 2, 2056, 2 OFETHIE S FL7opE A IRGEIL
A% 5 000%, FEdiREH,
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as non-market output, social transfers in kind and part of actual

consumption of households.

23.34 The third variant on the accounts builds on the second version of the
accounts by also including an estimate of the value of volunteer labour used
in the NPIs. Volunteer labour constitutes a significant input to many NPIs. If
a value is placed on this, it may exceed the value of monetary donations to
some NPIs. In the satellite account, it is recommended that the value of
voluntary labour is estimated on the basis of the remuneration rates of
employees undertaking similar work and not at the opportunity cost of the

volunteers.

23.35 Work is proceeding on the measurement of volunteer labour in the
context of a satellite account. A draft Manual on the Measurement of
Volunteer Work (International Labour Organization, forthcoming) was
presented to the ICLS in December 2008.

23.36 The cost of the volunteer labour is treated as both part of compensation
of employees and as a transfer back from these employees to the NPI where
they work. The value of the output of the NPI, and the amount treated as
social transfers in kind, is increased over the amount in the second version of

the accounts by the estimated value of the volunteer labour.

23.37 The satellite account includes other tables apart from the sequence of
accounts. One of these is to show details of revenue received with a
breakdown by sector of origin and type of transaction. In particular, it is

recommended to distinguish revenue coming from government split between

23.34 3FZEHOHMOEEX, 2FHAOHROEEICHESE, NPITHHAT LR T
VT A T HEOMEOHEFHE L G5 Z LIS K WV SN D, RT T 4 7 5518
X, Z<ONPLUZ L > TEHEHERBATH D, b L. RT T 4 7558 % &M
T 575, NPUZ Lo Tid, BBHNNAZ LRI ATEEE S H 5, 774 MM
ETIE, RT T 4 THBOMEIL, RT T 4 THBEITRHEOWIERNT
1372 < VHRLO T8 A 1T 72 5 T B OWMENRIZESWTHERH 2 2 L 3R &
%,

23.35 VT4 MIEORKE TR T T 4 THEZTET DEENED SN T
Wb, R T 4 7T5EORIEIZET S5~==7/] (Manual on the
Measurement of Volunteer Work)  ([EIBESI7EIH4EE) DB, 2008F12H 12

ICLSIZ##H S iz,
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sales and grants, and that coming from the rest of the domestic economy split
between private sales and current transfers (donations). Where possible both
sales and transfers should be separated into those coming from the domestic

economy and from the rest of the world.

23.38 Another table includes information in physical units such as the
number of employees, number of volunteers, number of entities and number
of members of the organization. In addition some information is given on the

financial account and the assets held by the NPI.

23.39 Fully annotated descriptions of the tables are included in the handbook

on the satellite account.

Do Elo. AIRERGE . WRGE L BHIROTT | [ENREHE 2 D D5y LSS D5y
LIZRGTRETH D,

23.38 BIDOFEICIT. BAEH. RT7oT7 4 70, ERKOK,. Mo B e
. MHEANOFERNEENTWD, 5T, SREEICE D 5 EH-CNPI) M
HIHEREICET AHERD 5 I n TN 5,

23.39 VT T4 MHIED NV KT v 71201E, FORTERBOWNIZEOFBEN H
%,

D. Other SNA considerations concerning NPIs

1. NPISHs and government

23.40 In some countries, NPISHs take responsibility for the provision of
specific services to households that the government does not see as part of its
role to provide. In others, especially developing countries, NPISHs may
provide services government would like to provide but simply does not have
sufficient resources to do so. This becomes very clear following a natural

disaster when NPISHs may be very active in relief work.

23.41 Whether the unit undertaking the work is resident or not will depend
on the normal rules concerning residence. Quick response actions that do not

lead to long-term involvement in the country being assisted will be regarded

D. NPLiZ B4 5 SNAD Z DO DS EIE
1. RFEIEERIFME & B
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as non-resident with the production being recorded in the home countries of
the units giving assistance and the assistance itself being shown as imports
of goods and services funded by transfers. If the assistance extends beyond
one year, the unit providing the assistance will be regarded as resident and a
unit in the NPISH sector of the country receiving the assistance. In
circumstances where international relief is important, it may be helpful to
identify NPISHs subject to foreign control separately from other NPISHs and
to identify donations from abroad for all NPISHs.

2. Informal and temporary NPISHs

23.42 Quite frequently, a number of households may get together to pool
resources of knowledge and volunteer labour to serve their local community.
This could include teaching in informal schools, offering medical assistance
or the construction of roads, a well, a school building, etc. When only services
are provided on the basis of volunteer labour, no value for the output of the

activity is recorded in the SNA.

23.43 When physical structures result, the activity is included in the
production boundary. The value of the output is estimated by comparison
with similar products elsewhere in the economy or, when it has to be
estimated at the sum of costs, an estimate is made for the implicit value of
the labour input. This labour input is treated as gross mixed income accruing
to households who then are assumed to “purchase” the product. In fact they
may then transfer the product to another unit, often government, for
maintenance. However, the recommendation in the SNA, as described in

paragraph 4.168, is that such organizations should be treated as informal
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partnerships rather than as NPISHs.

23.44 If a group of households cooperates to produce goods for sale, even if
the objective is still to be able to pay for work on a communal asset, this is not
treated as a non-profit institution but as an unincorporated enterprise in the

household sector.

23.45 Many small groups of individuals or households may exist as a
practical means of allocating shared costs. These may be as simple as a
“coffee club” at the workplace or may be a more formal arrangement whereby
the costs of common services provided to all tenants in a block of flats are
shared equitably. Such groups are practical rather than economic. They are
not treated as NPIs and their activities are not recorded in the SNA. Such
costs as they incur should be recorded as paid by the units to which the costs

are eventually allocated.

23.46 In the case of microfinance, the unit providing the service is most likely
to be either a corporation or an unincorporated enterprise. Even though the
owner of the enterprise may not keep the profits but uses them to generate
new loans, this does not automatically make the unit an NPI. The definition
of an NPI is not that the owners choose not to withdraw profits but that they

are not legally entitled to do so.

23.47 In practice it may be difficult to compile information on informal
NPISHs unless the results are sufficiently important to come to general

attention.
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3. The output of NPISHs

23.48 NPISHs produce goods and services, but typically services, that are
provided to individual households free or at prices that are not economically
significant. However it is possible conceptually for an NPISH to provide
collective services. An example may be a well-financed institution that
engages in research and development but makes its results freely available.
Such an institution is engaged in non-market production but, because it is
not controlled by government, it falls in the NPISH sector. The value of its
output is treated as final consumption expenditure and actual final

consumption by the NPISH itself.

23.49 The services provided by non-profit institutions serving households are
not only very similar to those provided by government. They present much
the same difficulties of measuring their output and of selecting suitable price

indices for deflating output to volume terms.
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