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1. INTRODUCTION

Performance measurement is a multidimensional concept, which has led to different

interpretations and different definitions over the years. In simple terms, performance
measurement systems (PMSs) can be viewed as the mean for measuring the efficiency
and effectiveness of organizations, through the use of metrics defined as performance

indicators.

In the context of non-profit organizations, measuring performance creates new
opportunities for addressing the specific needs of the sector, related to accountability
demands, stakeholders, governance and management. However, most of the models
developed over the years have been created for use in for-profit organizations. Some of
these models have been “adapted” to the non-profit context, but there isn’t a general

agreement on the most suitable solutions.

The focus of this paper is to investigate performance measurement systems, models,
tools and processes that have been proposed in literature and applied in practice. A key
issue is clarifying the meaning of performance, considering the social orientation of
NPOs and the complex environment where they operate. To analyse these models, it's
fundamental to understand the unique challenges that nonprofits face in the process of

designing and implementing a PMS.

The first part of the research presents a comprehensive synthesis of the literature
review that was conducted on the topic. The second part of the analysis is a qualitative
case study of the Italian non-profit organization Fondazione Cesvi. The findings from the
literature review and the results of the case study give a comprehensive view on the

subject of PMSs in non-profit organizations.






2. RESEARCH METHOD

2.1 Research protocol and study sample

This study aims to investigate the implementation of performance measurement systems
(PMSs) in the context of nonprofit organizations (NPOs). A literature review was
conducted to map the body of knowledge related to this field of study with a holistic

perspective.

A preliminary research protocol was delineated to describe the procedures followed in
the development of the literature review. The process contributed to the identification of

two main research questions (RQs):
RQ 1: What are the challenges that NPOs face when designing and implementing a PMS?

RQ 2: What are the main models/frameworks/processes suggested in the literature

and/or adopted in practice?

The database Scopus was used in the selection of relevant academic sources to be
analysed. The search was conducted on January 12th, 2023. The search string was
“performance AND measurement AND npo OR no-profit OR non-profit’, in the title,
abstract, or keywords. The research was limited to documents classified as articles from
journal sources, written in English, leading to 145 results. All the abstracts of the
contributions were analysed to ensure eligibility and 37 papers related to the topic were
initially selected. The contributions were read and 35 of those were considered relevant

for the research agenda. Table 2.1 reports the list of articles included in the study.

Table 2.1 | Papers included in the study - bibliographic details.

N. |Authors Title Source

Exploring data wuse in|Evaluation and Program

1 |Mayer DJ, Fischer R.L. nonprofit organizations Planning




Authors

Title

Source

Cestari ].M.A.P., Tavares
Treinta F., Francis
Moura L., Munik J.,
Pinheiro de Lima E,,
Deschamps F., Gouvea
da Costa S.E., Van Aken
E.M., Rosa Leite L.,
Duarte R.

The characteristics of
nonprofit performance
measurement systems

Total Quality Management
and Business Excellence

Suykens B., Meyfroodt
K., DesmidtS.,

Does performance-based
accountability impact how
non-profit directors

Public Management

Verschuere B perceive organizational Review
' performance? Insights
from rational planning
Performance measurement
Aboramadan M., Dahleez | and NPOs' effectiveness:
K.A, Farao C., Alshurafa |does internal stakeholders' | Benchmarking

M.

trust matter? Evidence
from Palestine

Urquia-Grande E., Lorain
M.-A,, Rautiainen A.L,
Cano-Montero E.L

Balance with logic-
measuring the
performance and
sustainable development
efforts of an NPO in rural
Ethiopia

Evaluation and Program
Planning

Munik J., Pinheiro de
Lima E., Deschamps F.,
Gouvea Da Costa S.E.,
Van Aken E.M., Almeida
Prado Cestari J.M.,
Moura L.F,, Treinta F.

Performance measurement
systems in nonprofit
organizations: an
authorship-based
literature review

Measuring Business
Excellence

Mclnerney P.-B.

Measuring the Worth of
Social Good: Valuation in
an Emergent Non-profit
Social Enterprise

Journal of Social
Entrepreneurship

Treinta F.T., Moura L.F,,
Almeida Prado Cestari
J.M,, Pinheiro de Lima E,,
Deschamps F., Gouvea
da Costa S.E., Van Aken
E.M., Munik ]., Leite L.R.

Design and
Implementation Factors for
Performance Measurement
in Non-profit
Organizations: A Literature
Review

Frontiers in Psychology

Kline A., Dolamore S.

Understanding Data-Driven
Organizational Culture: A

Journal of Technology in
Human Services

10




Authors

Title

Source

Case Study of Family
League of Baltimore

10

Bassi A., Vincenti G.

Toward a New Metrics for
the Evaluation of the Social
Added Value of Social
Enterprises

CIRIEC-Espana Revista de
Economia Publica, Social y
Cooperativa

11

Soysa I.B., Jayamaha
N.P., Grigg N.P.

Developing a strategic
performance scoring
system for healthcare
nonprofit organisations

Benchmarking

12

Velli V., Sirakoulis K.

Performance Measurement
in Non-profit Theatre
Organizations: The Case of
Greek Municipal and
Regional Theatres

International Journal of
Arts Management

13

Almeida Prado Cestari
J.M,, Pinheiro de Lima E.,
Deschamps F., Morton
Van Aken E., Treinta F.,,
Moura L.F.

A case study extension
methodology for
performance measurement
diagnosis in nonprofit
organizations

International Journal of
Production Economics

14

Colbran R., Ramsden R,,
Stagnitti K., Adams S.

Measures to assess the
performance of an
Australian non-
government charitable
non-acute health service: A
Delphi Survey of
Organisational
Stakeholders

Health Services
Management Research

15

Ferreira M.R,, Carvalho
A., Teixeira F.

Non-Governmental
Development
Organizations (NGDO)
Performance and Funds - A
Case Study

Journal of Human Values

16

Dimitropoulos P.,
Kosmas 1., Douvis 1.

Implementing the balanced
scorecard in a local
government sport
organization: Evidence
from Greece

International Journal of
Productivity and
Performance Management

17

Lachmann M., Trapp R,,
Wenger F.

Performance Measurement
and Compensation
Practices in Hospitals: An
Empirical Analysis in

European Accounting
Review

11




N. |Authors Title Source
Consideration of
Ownership Types
Staff and volunteers'
Cordery C., Smith K,, perceptions of the .
18 volunteer programme: An | Voluntary Sector Review
Proctor-Thomson S. .
alternative use of the Net
Benefits Index
Risk, resilience and
. effectiveness in the non- Journal of Organizational
19 | Gibb K., McNulty D. profit sector: the case of Effectiveness
housing associations
The Fundamentals of
Performance measurement | International Journal of
20| Choong K.K. systems: A Systematic Productivity and
Approach to Theory and a | Performance Management
Research Agenda
Winand M, Vos S., Arltl)rfliltﬁsedoﬁ%?‘eg?lfizna(')c?(;ns
21 | Claessens M., Thibaut E,, p p 5 i Managing Leisurel
performance: Perspectives
Scheerder J. .
from the literature
Expectations and capacity
29 Newcomer K., Baradei of performance Public Administration and
L.E., Garcia S. measurement in ngos in Development
the development context
Winand M., Zintz T., A financial management Sport, Business and
23 . Management: An
Scheerder . tool for sport federations :
International Journal
The implementation of the
balanced scorecard in a International Journal of
24 | Pereira M.M., Meldo N.F. |school district: Lessons Productivity and
learned from an action Performance Management
research study
Collaborative assessment:
North American academic
. libraries' experiences using | . .
25| Mengel E., Lewis V. the BSC to measure Library Management
performance and show
value
Grigoroudis E., Strategic performance
26 | Orfanoudaki E., measurement in a Omega

Zopounidis C.

healthcare organisation: A

1 Currently known as “Managing Sport and Leisure”

12




N. | Authors

Title

Source

multiple criteria approach
based on balanced
scorecard

27 Crossan D., Ibbotson P.,

The hologram effect in
entrepreneurial “social

Journal of Small Business
and Enterprise

non-profit organisations

Bell J. commercial” enterprises:
. o . Development
Triggers and tipping points
Berber Philip P, Efficiency in fundraising
28 Brockett P.L., Cooper and distributions to cause- |Socio-Economic Planning
W.W,, Golden L.L., related social profit Sciences
Parker B.R. enterprises
Performance management
, and the balanced scorecard | Corporate Board: Role,
29| 0'Boyle . . : . .y
in the modern non-profit | Duties and Composition
organisation
Balanced scorecard International Journal of
30 | Greiling D. implementation in German | Productivity and

Performance Management

Gstraunthaler T., Piber

31 M.

Performance measurement
and accounting: Museums
in Austria

Museum Management and
Curatorship

39 Medina-Borja A,

A conceptual framework to
evaluate performance of

International Journal of

non-profit sectors

Triantis K. non-profit social service Technology Management
organisations
Performance measurement Production Plannine and
33 | Micheli P., Kennerley M. |frameworks in public and 8

Control

34 | Vakkuri J.

Research Techniques and
Their Use in Managing
Non-profit Organisations -
An Illustration of DEA
Analysis in NPO
Environments

Financial Accountability
and Management

Ritchie W.]., Kolodinsky

35| Rw.

Nonprofit organization
financial performance
measurement: An
evaluation of new and
existing financial
performance measures

Nonprofit Management and
Leadership

Source: Our elaboration (2023)
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2.2 Article impact

To assess the quality of the selected articles an analysis of the journal publications and
articles’ impact was conducted. The paper set is derived from 30 journals, with the
“International Journal of Productivity and Performance Management” being the most
frequent one (four articles), followed by “Benchmarking” and “Evaluation and Program
Planning” (two articles each). The remaining journals only appear once. The variety of
the sources is also demonstrated by their focus of publication: most journals publish
papers related to either management, performance evaluation or the non-profit sector
and socio-economic sciences, while few journals are centred around the public sector or
accounting. Moreover, some journals are focused on specific fields, such as sports,

libraries, museums, or health services.

To further analyse the sources, the indexation of the journals is presented in Table 2, as
ranked journals ensure a quality process in selecting reputable contributions.

Out of the 30 journals, 29 are indexed on Scopus and the impact of their articles is
observed through various metrics. The CiteScore reflects the average number of citations
over four years, the Source Normalized Impact per Paper (SNIP) considers field-specific
differences in citation practices and the SCImago Journal Rank (SJR) also accounts for
journal size.

Furthermore, 15 journals are indexed in the Emerging Sources Citation Index (ESCI), 8
journals are indexed in the Social Sciences Citation Index (SSCI), 2 journals are indexed
in the Science Citation Index Expanded (SCIE), 3 journals are indexed both in the SSCI

and the SCIE, and 2 journals are indexed in the Arts & Humanities Citation Index.

Table 2.2 | Journals indexing for the year 2022.

Source Title Scopus S((::Lt:e SNIP | SJR | SCIE | SSCI | ESCI | AHCI
Internatllonal ]ournafl of X 19,3 29 | 30 X

Production Economics

Omega - The

International Journal of X 13,8 2,6 | 2,7 X X

Management Science

14



Cite

Source Title Scopus Score SNIP | SJR | SCIE | SSCI | ESCI | AHCI
Production Planning and X 12,8 18 | 17 X

Control

Benchmarking X 9,7 1,8 1,2 X
HﬂmcMamgmnmn X 9,5 26 | 2.2 X
Review

Total Quality

Management and X 9,0 1,8 0,9 X
Business Excellence

So.c10-Econom1c Planning X 77 18 | 11 X X
Sciences

Journal of Soaall X 7 4 11 | 08 X
Entrepreneurship

International Journal of

Productivity and X 6,3 17 | 07 X
Performance

Management

Journal of Small Business

and Enterprise X 5,9 1,3 0,7 X
Development

Eurgpean Accounting X 5,6 18 | 11 X
Review

knnnélofOrganmannal X 4.8 18 | 08 X
Effectiveness

Frontiers in Psychology X 4,5 1,4 0,9 X
Nonprofit Management

and Leadership X 43 L5 109 X
Financial Accountability X 41 13 | 06 X
and Management

Measuring Business X 41 09 | 06 X

Excellence

15




Cite

Duties and Composition

Source Title Scopus Score SNIP | SJR | SCIE | SSCI | ESCI | AHCI
Evalu:fltlon and Program X 36 10 | 05 X

Planning

Museum Mana_gement X 36 15 | 06 X
and Curatorship

Public Administration and X 3,0 09 | 05 X

Development

Journal ofTe.chnology in X 2.9 10 | 05 X
Human Services

Health Services

Management Research X 28 09 | 04 X
International Journal of X 25 0.6 | 03 X X

Technology Management

Library Management X 2,3 0,7 0,4 X
Voluntary Sector Review X 1,8 04 | 0,2 X
International Journal of X 15 05 | 02 X X
Arts Management

Journal of Human Values X 0,9 0,7 | 0,2 X

Sport, Business and

Management: An X 3,0 0,9 0,5 X
International Journal

CIRIEC-Espana Revista de

Economia Publica, Social X 2,5 08 | 0,5 X

y Cooperativa

Ma.maglng Sport and X 5.2 08 | 05 X
Leisure

Corporate Board: Role, N/A N/A | N/A

Source: Scopus CiteScore | Elsevier. (n.d.). www.elsevier.com; Web of Science Group, a Clarivate

company. (n.d.). Web of Science Master Journal List - WOS MJL by Clarivate

https://mijl.clarivate.com.

16




Lastly, most of the journals are issued by some of the largest academic publishers, such
as Taylor & Francis (8 journals), Emerald Publishing (7 journals), Elsevier (4 journals)

and Wiley-Blackwell (3 journals).

2.3 Analytical framework

Defining a framework of analysis is an essential step in conducting a literature review.
The list of the leading nodes developed is derived from previous Structured Literature
Review (SLR) studies (Dal Mas et al., 2020) and adapted to the aim of the research.
Additionally, some nodes and sub-nodes were included in the framework applying an

open-coding approach.

The framework is presented in Table 2.3. The first categories of nodes are about the
author distribution and the author type, considering the number of authors involved in
writing each paper and dividing them into academics and non-academics. The third
category refers to the year of publication. The fourth category is about the aim of the
research, synthetising the main purposes of the selected studies. The fifth category is
about the research design and explores the different research methods employed in the
studies, with the main division being between theoretical and empirical studies. The two
following nodes pertain to the types of non-profit and the fields of work of the
organizations involved in the practical cases. The eighth node is about the geographical
areas where the studies have been conducted, looking at where the organizations
included in the practical cases are located. The following node is the result of the
keyword analysis conducted on the paper set using the “Extract keywords” tool on
wordcount.com. The tenth node relates to the main challenges that authors have
identified for NPOs when designing and implementing a PMS. The following section is
about the main reasons why NPOs decide to measure performance. The last node is

about the PMSs frameworks, models and tools identified by authors.

Table 2.3 | Analytical framework.

Category Variables g:::lllt;n/ cy %
Single author 5 16,7%

17



Results /

1 (V)
Category Variables Frequency %o
Author Multiple authors 30 83,3%
distribution = 2 authors 11
= 3 authors
= 4 to 5 authors
= 6 to 10 authors
Academics 31 88,6%
Author type Academics and non-academics 11,4%
Non-academics 0,0%
2003 - 2012 13 37,1%
Year of 2013 - 2022 22 60,0%
publication
2023 (Jan 1stto Jan 12th) 1 2,9%
BSC & BSC adaptations 8 22,9%
Other frameworks/methodologies for 9 25,7%
PM
Aim of the Performance/PM - influencing factors 17,1%
research PM practices & measures 17,1%
PMS - charac.terlstlcs, design, 4 11,4%
implementation
Use of data in PM 2 2,5%
Theoretical studies 9 25,7%
= Literature reviews 7 20,0%
= Other theoretical discussions 2 57%
Empirical research 26 74,3%
= Quantitative studies 8
- Longitudinal 4 22,9%
- Cross-sectional 4
Research = Qualitative studies 4
design - Ethnography _ 1 11,4%
- Other qualitative approaches 3
* Mixed methods 7 20%
= Other case studies 4
- Exploratory case study 2
- Application case 1 11,4%
- Exploratory and application case 1
= Other methods (modelling 3 8,6%

approaches)

18




Results /

Category Variables Frequency %
1(\11\(I>é1(-),gs(;vernmental organizations 4 14,3%
Governmental non-profits 4 14,3%
Foundations 3 10,7%
Types of NPOs | Institutes 2 7,1%
1{222};;12}2?1 Social enterprises (SE) 1 3,6%
Cooperatives 1 3,6%
Charities 1 3,6%
Mix 1 3,6%
Non-profit organizations 11 39,3%
Social services 12 26,7%
Healthcare 8 17,8%
Education & research 6 13,3%
International development & relief 6 13,3%
Fields of Sports and leisure 3 6,7%
?gf;\ggical 'I[;Fa;c;inr;s;ltancy, technical services & 2 4,4%
research) Cultural development 2 4,4%
Human rights 2 4,4%
Law, advocacy & politics 2 4,4%
Housing 1 2,2%
Other 1 2,2%
Europe 12 46,2%
North America 6 23,1%
Location Australia & New Zealand 3 11,5%
(empirical Central & South America 2 7,7%
research) Africa 1 3,8%
Asia 1 3,8%
Various countries 1 3.8%
Non-profit, non-profit organizations 1737 9,4%
Social 1039 5,6%
Keywords Performance, organizational
performance, organizational 2813 15,2%

effectiveness

19




Results /

1 (V)
Category Variables Frequency %o
Performance measurement system-s,
performance management systems, 744 4,0%
PMSs, PM systems
Performance
measurement/management/evaluation/ | 749 4,0%
assessment
Measures, indicators 2177 11,8%
Development, implementation, design 868 4,7%
Systems, models, frameworks, tools 1857 10,0%
Goals, ob]e_ctlves, targets, outputs, 1220 6,6%
outcomes, inputs
Efficiency, effectiveness 803 4,3%
Impact, mission 397 2,1%
Accountability stakeholders 638 3,4%
Financial /non-financial 259 1,4%
performance/measures
BSC, balanced scorecard 698 3,8%
Data, processes, information, activities, 2508 13,6%
challenges
Selecting the right approach and 9 25,0%
framework
Managlng stfjlkeholders perspectives 5 13,9%
and outside influence
Challenges Defining what to measure 11 30,6%
Scarcity of resources 5 13,9%
Demgn-related factors and internal 6 16,7%
conflict
Demonstrating social impact to o
Reasons for stakeholders 4 28,6%
PMSs
Improvement and management 10 71,4%
Balanced Scorecard 11 45,8%
Logical Framework & Logic-Balanced 1 4,2%
Scorecard
Frameworks Overall performance index (OPI) 1 4,2%
Baldrige Excellence Framework (BEF) 1 4,2%
EFQM Excellence Model (EEM) 1 4,2%

20




Results /

1 (V)
Category Variables Frequency %o

Multidimensional and Integrated Model
of Non-profit Organizational 1 4,2%
Effectiveness (MIMNOE)
Social Return on Investment (SROI) 2 8,3%
Framework for measuring social 2 8,3%
performance
Social Added Value Evaluation (SAVE) 4,2%
Performance Prism 2 8,3%

Source: Our elaboration (2023)
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3. FINDINGS

3.1 Author demographics

The author distribution analysis reveals that only 5 papers were written by a single
author, whereas the majority of the contributions were co-authored by at least 2 authors
(11 papers) or 3 authors (9 papers). Interestingly, the 4 papers that present 6 or more

authors, were co-written by the same pool of authors, as shown in Table 3.1.

Table 3.1 | Co-authored articles (6+ authors).

Paper Title Authors

The characteristics of nonprofit | Cestari J.M.A.P,, Deschamps F, Moura L.F, Pinheiro
performance measurement de Lima E., Treinta F,, Van Aken E.M., Munik J.,
systems Gouvea da Costa S.E., Leite L.R., Duarte R.

Performance measurement
systems in nonprofit
organizations: an authorship -
based literature review

Cestari ].M.A.P, Deschamps F,, Moura L.F. Pinheiro
de Lima E., Treinta F,, Van Aken E.M., Munik J.,
Gouvea Da Costa S.E.

Design and Implementation

Factors for Performance Cestari J.M.A.P,, Deschamps F, Moura L.F, Pinheiro
Measurement in Non-profit de Lima E., Treinta F,, Van Aken E.M., Munik J.,
Organizations: A Literature Gouvea da Costa S.E., Leite L.R.

Review

A case study extension
methodology for performance Cestari ].M.A.P, Deschamps F,, Moura L.F, Pinheiro
measurement diagnosis in de Lima E., Treinta F,, Van Aken E.M., Morton

nonprofit organizations

Source: our elaboration (2023)

3.2 Author type

The majority of the contributions were written by academic authors. Only 4 papers were
created as a collaboration between academics and non-academics, 3 of which involved
the participation of individuals who work in the non-profit sector, including the founder
of an international NGO, and 1 of which involved a marketing manager with an interest

in the field of discussion.

23



3.3 Year of publication

Looking at the year of publication, the earliest work dates back to 2003, but we can see

an increasing interest in the subject over the years, as shown in Figure 3.1.

This is also demonstrated by the fact that 60% of the papers have been published in the
past 10 years (21 papers from 2013 to 2022). Note that the research was done on

January 12th, 2023, and doesn’t include contributions published afterwards.

Figure 3.1 | Papers published per year

N N W W &~ b WU

N. of papers published
[

[EnN

N < LD OSSN O A AN MJTE N OO O NN Mm

O O O O 0O OO0 ™ @ = v o o o o o o &N &N &N

O O O O O O O 000000000 0O OoOOoO o o

N AN N AN AN AN AN AN AN AN AN AN AN AN AN NN NN
Year of publication

Source: our elaboration (2023)

3.4 Aim

Table 3.2 provides a summary of the aims stated in each paper. The most frequent
categories involve the presentation and/or application of frameworks, models, tools and
methodologies for performance measurement. The balanced scorecard and BSC
variations are the most common and they’re studied in 8 papers, whereas other

frameworks and methodologies are presented in 9 papers.

Of the remaining contributions, 6 papers focus on various factors that influence
performance or performance measurement and 6 papers analyse PM practices and

measures.

PM characteristics, design and implementation factors are the main topic of 4 papers,

and the last 2 papers study the use of data in PMSs.

24



Table 3.2 | Aim of the studies.

# |Aim Category
Reviewing the_usg of data in NPOs, including the_types of data USE OF DATA in
[1] |[collected, motivations for data capture, and barriers to PM
systematic use of data
PMS -
2] Defining the organisational characteristics that affect PMSs in |Characteristics,
NPOs design,
implementation
Investigating the relationship between performance-based PERFORMANCE /
[3] [accountability, perceived organizational performance, PM - influencing
management tool use and performance management factors
Studying the effect of financial and non-financial performance |PERFORMANCE /
[4] |measures on effectiveness and the role of internal PM - influencing
stakeholders’ trust factors
Analysing the performance of a NPO in Ethiopia, presenting BALANCED
[>] /applying the Logic BSC SCORECARD &
BSC adaptations
PMS -
(6] Reviewing the factors that influence the implementation and |Characteristics,
design of PMSs in NPOs design,
implementation
Studying the role of venture capital and venture philanthrop .
[7] |in fir?langializing performance measures in the context of soci};l PM practices &
enterprises measures
PMS -
(8] Reviewing the factors that influence the implementation and |Characteristics,
design of PMSs in NPOs design,
implementation
[9] Exploring the role of data as an organizational value, in USE OF DATA in
tracking performance measures PM
Presenting a theoretical framework for defining a set of SEEI\I?IP];WORKS /
[10] |indicators for the evaluation of the social added value METHODOLOGIES
produced by NPOs for PM
Developing a scoring system to assess the overall strategic BALANCED
[11] . SCORECARD &
performance of healthcare NPOs, using the BSC as framework i
BSC adaptations
Investigating performance measurement in NP theatres to PM practices &
[12] |identify the dimensions that are measured, how, why, and Measures
which groups are targeted
Presenting a methodology for information extraction, I?EZI\[;:[P};WORKS /
[13] |organization and analysis and the tools for the information METHODOLOGIES
retrieval of PMS characteristics in NPOs for PM
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performance measurement indicators

# |Aim Category
Identify the priority measures and indicators of organizational .
[14] |performance from the perspective of different stakeholder PM practices &
measures
groups
Examining the relationship between fund sources (diversity, PERF.ORMAN.C E/
[15] . PM - influencing
amounts) and organizational performance of NGDOs
factors
: . . . .. |BALANCED
[16] Exsglcr)lre ’;}rlleizl:tlip:)lr?mentatlon of the BSC on a public non-profit SCORECARD &
p & BSC adaptations
: . PERFORMANCE /
Exploring performance measurement and compensation . .
[17] . ° : . : PM - influencing
practices in hospitals among different ownership types
factors
OTHER
(18] Investigating how NPOs in the health sector measure the FRAMEWORKS /
impact of volunteers and which KPIs are used METHODOLOGIES
for PM
Examine risk and uncertainty as challenges for performance PERF.ORMAN.C E/
[19] : PM - influencing
and effectiveness
factors
PMS -
ip . Characteristics,
[20] | Identifying the fundamental characteristics of PMSs design
implementation
. : . OTHER
Synthetizing the literature on organizational performance
[21] | measurement of NP sport organizations to provide a FRAMEWORKS /
uremen port T8 P METHODOLOGIES
multidimensional framework
for PM
Exploring the role that funders play in shaping performance |PERFORMANCE /
[22] |measurement, or monitoring, and the practices and use of the |PM - influencing
data factors
OTHER
23] Developing a tool to manage financial performance of sport FRAMEWORKS /
federations METHODOLOGIES
for PM
Application of the BSC to NPOs by providing an understanding | BALANCED
[24] | of its benefits, obstacles and challenges in non-higher SCORECARD &
education BSC adaptations
. : : . BALANCED
[25] Studying .the .1mp.lementat10n of the BSC by prominent SCORECARD &
research institutions .
BSC adaptations
: . . . BALANCED
[26] Eg:ﬁfg;goisgr;t;%ZEMs using the BSC approach in a SCORECARD &
& BSC adaptations
Analysing the differences between NPOs (from "social" to .
v - . e PM practices &
[27]|"social commercial"), examining classification systems and measures
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# |Aim Category
OTHER
(28] Suggesting a methodology for assessing efficiency in FRAMEWORKS /
charitable fundraising and cause delivery organizations METHODOLOGIES
for PM
Exploring the benefits of performance management within the | BALANCED
[29] | NP context, and the application of the BSC as a measurement |SCORECARD &
tool BSC adaptations
[30] aRr(;p;(;rtiggrcr)rrllatr}:; iprrcl)};lementation of the balanced scorecard sBééﬁEN gERDD &
& BSC adaptations
[31] Analysing performance measurement practices in the museum | PM practices &
environment context measures
. : OTHER
Providing a conceptual framework for the design and
[32] |implementation of an integrated PMS for non-profit service FRAMEWORKS /
providers METHODOLOGIES
for PM
OTHER
[33] Reviewing the frameworks developed and implemented in FRAMEWORKS /
public and non-profit organizations METHODOLOGIES
for PM
Studying the applicability of efficiency information in OTHER
[34] |managing NPOs. An efficiency measurement technique (DEA) FRAMEWORKS /
. : o i, : METHODOLOGIES
is analysed, and its characteristics critically reviewed. for PM
Exploring similarities of financial performance measures PM practices &
[35] |derived from current NPO research and key informant measures

interviews with NPO foundation constituencies.

Source: Our elaboration (2023)

3.5 Research method

The selected contributions employ different research methodologies. Table 3.3

summarises the methods used in each paper, the number of organizations involved in

the studies (“S” - Sample) and the number of responses obtained in the surveys (“R” -

Responses), where available.
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Table 3.3 | Research design.

# |METHOD S | R | # METHOD S | R

[1] | LITERATURE REVIEW - | - |[19] OTHER THEORETICAL - -

[2] | MIXED METHODS 10 [N/A|[20]|LITERATURE REVIEW - |-
QUANTITATIVE B

3] | ONGITUDINAL 747|297 |[21] | LITERATURE REVIEW
QUANTITATIVE CROSS-

[4] | Sk CTIONAL 76 |218([22]|MIXED METHODS 14 | 16
EXPLORATORY CASE QUANTITATIVE

51| stypy 1 IN/AIZ3] TN GITUDINAL 56 |N/A

[6] | LITERATURE REVIEW - | - |[24] QUALITATIVE APPROACH | 1 | 18

[7] | ETHNOGRAPHY 1 | 57 |[25]|MIXED METHODS 4 |N/A

[8] | LITERATURE REVIEW - | - |[26]| OTHER 1 |N/A

[9] | MIXED METHODS 1 | 14 |[27]|MIXED METHODS 386135
EXPLORATORY CASE

[10] Dy 3 |N/A|[28]|OTHER 490 N/A
QUANTITATIVE CROSS- Bl

(111 aeTIONAL N/A|223|[29]| OTHER THEORETICAL
QUANTITATIVE QUANTITATIVE CROSS-

L12] [ oNGITUDINAL > |N/AIBO g orioNaL 20 | 20

[13]| APPLICATION CASE 1 |N/A|[31] QUALITATIVE APPROACH [N/A| 15
QUANTITATIVE

[14] | ONGITUDINAL 1 | 77 |[32]| OTHER 1 |N/A

[15] | QUALITATIVE APPROACH | 3 | 3 |[[33]|LITERATURE REVIEW - |-

[16] | MIXED METHODS 1 |N/A|[34]| OTHER - |-

[17] | MIXED METHODS 1 |N/A|[35] E%(EB?(RATORY CASE 122 |N/A
QUANTITATIVE CROSS-

(18] e crioNAL 2 390

Source: Our elaboration (2023)

Nine contributions carry out either a literature review or other types of theoretical
discussion, exploring issues related to performance measurement in the non-profit
sector. However, most papers present practical cases, employing different quantitative

and qualitative research methods.

There are 4 quantitative longitudinal studies, which employ self-administered
questionnaires, interviews conducted face-to-face or via web tools, or the review of the
organizations’ financial accounts. Two of the studies are focused on a smaller scale,

involving 1 non-governmental charitable organization and 5 institutes. Another research
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concerns 56 non-profit organizations, but the largest longitudinal study involves a
sample of 747 NPOs, with 297 responses in both waves of the survey. In all cases the
respondents were managers, directors or board members and the studies were

conducted between 2001 and 2018.

There are 4 quantitative cross-sectional studies as well, 3 of which employing self-
administered questionnaires with 218, 223 and 390 responses, obtained in 2014-2015
and around 2021. The other study was conducted on a smaller scale, involving 20
respondents and structured phone interviews. In two of the larger cases the NPOs’ staff,

including employees and volunteers, participated in the survey.

Looking at qualitative approaches, there is 1 ethnography conducted between 2001-
2003, focused on social enterprises, and 3 research studies using qualitative approaches

such as in-depth interviews, review of documents and observations on site.

Many contributions apply mixed methods, with researchers engaging in interviews and
focus groups, administering questionnaires, and participating in site visits, conferences,
and events, while also reviewing documents and/or previous reports. Respondents vary
from users, clients or beneficiaries to employees and volunteers, as well as managers
and directors. Of these papers, 6 focus on a small number of organizations, from 1 to 14,
and only 1 research is conducted on a larger scale, collecting data from 135

organizations, mainly through previous reports.

Two papers followed an experimental case study approach, with participatory and
interventionist features, where along with interviews and surveys, research is done
through field intervention. Both case studies began in 2013, but one was completed in
2014, involving 3 cooperatives, and the other in 2018, involving a local development
non-profit. One paper presented an application case, with face-to-face interviews with
managers, daily based operation staff and users or customers of a foundation. In
addition, one of the papers conducted a case study with both an exploratory phase and
an application phase involving 122 and 144 foundations per phase. This study was

implemented between 1990 and 1999, and it’s the earliest research of the paper set.

The remaining studies propose modelling approaches using techniques such as Data

Envelopment Analysis (DEA).
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3.6 Types of NPOs

Looking at the 26 studies that execute a practical case study, some of them specify the
type of non-profits included in the research. When surveys, interviews or questionnaires
are employed, the researchers present the sample of organizations involved (S) and/or

the number of responses (R) obtained. A summary is provided in Table 3.4A and 3.4B.

Table 3.4A | Types of NPOs, samples and responses.

Type of non-profit | Frequency? | S1 R1 |S2 | R2 | S3 | R3 | S4 | R4

NGOs 4 1 77,59 3 3 14 | 16 | 490 | N/A

Governmental non-

profits 4 1 18 1 |[NJA] 4 |[N/A| 4 |N/A
: 122;

Foundations 3 1 N/A | 3 | N/A 144 N/A

Institutions 2 3 N/A | 5 | N/A

Social enterprise 1 1 57

Cooperatives 1 3 N/A

Charities 1 1 14

Mix 1 747 | 297

NOl‘l-p.I'Ofllt 11 Details are presented in table 6B

organizations

Source: Our elaboration (2023)

Table 3.4B | Studies involving NPOs in general.

S1 R1 S2 R2 S3 R3 S4 R4 S5 R5 S6 R6

1 |NA| 1 | NA| 1 | NA| 1 | NA|NA]| 15 | 20 | 20

S7 R7 S8 R8 S9 R9 | S10 | R10 | S11 | R11

56 | N/A 2 390 76 218 | 386 | 135 | 770 | 223

Source: Our elaboration (2023)

2 Note that the sum of papers is not 26, but 28, because one research mentions three different types of
organizations.
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Non-governmental organizations and governmental non-profits are each mentioned in
four papers. The magnitude of the studies involving NGOs vary: two of them have a small
sample of organizations and a similar number of responses obtained in the surveys or
interviews, one study is focused on one organization but has a larger number of
responses, and the last study has one of the largest number of organizations in the
sample. On the other hand, all the papers focused on governmental non-profits have a

rather small sample size, and only one study mentions the number of respondents.

Foundations are analysed in three studies, two of which present a small number of
organisations, whereas the third one involves a large sample in two waves. Institutes,
cooperatives, and charities are the focus of lower-scale studies. Only one study mentions

different types of non-profit organizations, including social enterprises and associations.

However, many contributions generally mention “non-profit organizations”, without
focusing on one specific type. Of these, 4 cases only have one organization as their
sample, with one of those doing a comparison between the non-profit organization and
one public and one private organization. A few studies presented a quite small sample,
and the remaining studies were conducted on a larger scale. Interestingly, one study

involved only 2 organizations, but obtained 390 responses.

This comparison allows to see that the studies with the largest samples have been
conducted on NGOs, foundations and social enterprises and associations, as well as on

non-profit organizations in general.

3.7 Fields

Similarly, the studies mention the fields of activity of the organizations that are analysed.
Some papers include many fields, especially those with a high sample of organizations.
Most research is done on NPOs that operate in different fields of social services,
including child services, youth care, family services, and programmes to support people
with mental or physical disabilities, to favour job insertion, to assist the elderly and
more. Social security services are also mentioned, such as pension, retirement, and

healthcare plans.

Interestingly, eight papers analyse organisations that operate in the healthcare sector. In

a few cases health services are part of the programmes of international non-
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governmental organisations (NGOs), but in most papers the focus is specifically on non-
profit healthcare providers. The fields of education and research are investigated in six
cases, a few of which are also mentioned in NGOs programmes, but most are related to
education facilities, universities, and research libraries. International development and
relief services, including economic and social development, especially in developing
countries, are mentioned in six cases, which is consistent with the fact that NGOs appear

in four papers.

There are many other specific fields that are explored, such as sports and leisure (three
papers), IT consultancy, technical services and training, cultural development, human
rights, law, advocacy and politics (two papers each) as well as housing (one paper) and

other fields.

3.8 Location

Considering the geographical regions where the practical studies are conducted, Europe
is the most frequent (12 papers) . The countries where the research took place include
Greece (three studies), Belgium, Germany and Portugal (two studies), and Austria,

Ireland and Italy (one study).

Six research works took place in North America, namely in the United States and Canada,
and two in Central and South America, namely in Brazil. Australia and New Zealand are
the location of three papers. Africa and Asia only account for one study each, conducted

in Ethiopia and Palestine. They’re the most under-investigated areas.

Interestingly, one study involved organizations from Columbia and from Egypt, making a

comparison between the two countries.

3.9 Keyword analysis

The discussion presented in this section stems from a keyword analysis and a qualitative
analysis of the contents of the paper set. The keyword analysis was conducted using the
“Extract keywords” tool on wordcount.com. After uploading the papers, the tool provides
three lists of the most frequent words, 2-word phrases and 3-word phrases, using an n-

gram analysis of the text content.
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The lists obtained from the online tool were elaborated to filter relevant results.

First, some common but not meaningful words and phrases were excluded. Examples

»n « ” «u

include words like “according”, “example-s”, “analysis

n « ” «

, “practices” “authors”, “literature”,

n « » «u

“approach”, “focus”, “main”, “specific” and 2-word or 3-word phrases like “future

research” and “paper set”.

Second, categories were created to facilitate the analysis of relevant keywords, merging
words and phrases that appear both in singular and plural form (i.e., model and models),

or that appear with different spelling (i.e., organisation-s and organization-s).

During this process, neutral words and n-word phrases were excluded from the list.
These terms are frequent in every contribution but are not relevant for the analysis and
thus are not considered keywords. Examples include “training”, “local”, “project”,
“structure” and “context”.

Moreover, some terms were excluded because despite having a high overall frequency,

»n «

they only appear in a small portion of the papers. For instance, the terms “sport”, “sport
federations” and “sport organizations” have a high word count (frequencies: 397, 102
and 40 respectively), but they’re only used in three papers (namely n. 16, 21 and 23),
which focus on sports organizations. Similarly, the term “service providers” was

eliminated as 34 out of 41 repetitions are in one paper.

Lastly, some terms were excluded to avoid redundancy. For example, the 2-word phrases
“non-profit performance” and “overall performance” were excluded from the keywords,

given that “non-profit” and “performance” are already included separately.

Filtered results are presented in Table 3.5. The frequency refers to the number of times
each keyword appears in the paper set, as counted by the web tool mentioned above.
Results are discussed in this and in the following sections, according to the categories
that were created (e.g., “Balanced scorecard” and “BSC” are grouped under the same

category and are discussed in the section related to frameworks)
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Table 3.5 | Keywords.

Keywords Frequency | Keywords Frequency
Egg—_};roﬁt organization-s / 1103 System-s 757
Social 1.039 Model-s 704
Non-profit / nonprofit-s 1.002 Framework-s 237
Performance 2.507 Tool-s 159
Organizational performance 262 Goal-s 327
Organizational effectiveness 44 Objective-s 296
l’;ggrl;lrtlsance measurement Targets 116
PMS-S 732 [outputs 202
PM system-s Outcomes 182
l’;é‘tf;)rl;lrflsance management 12 lipeiee 97
Performance measurement 555 Efficiency / efficient 405
Performance management 129 Effectiveness / effective 398
Performance evaluation 38 Impact 206
Performance assessment 27 Mission 191
Measurement 900 Accountability 225
Management 991 Stakeholders 413
Evaluation 286 Financial performance 142
Measure-s 1.110 Financial measures 41
Indicator-s 314 Non-financial 28
performance
Performance measure-s 309 Non-financial measures 20
Performance indicator-s 77 BSC 423
Development 422 Balanced scorecard 275
Implementation 277 Data 896
Design 169 Processes 682
Information 460

Source: Our elaboration (2023)

3.9.1 Performance measurement: definitions from the literature

As suggested by the variety of keywords, different definitions of performance

measurement systems can be found in the studies. Authors agree that performance is a

multidimensional concept, open to different definitions and interpretations and
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measurable in a variety of ways (Pereira & Meldo, 2012; Vakkuri, 2003; Moynihan, 2008;
Newcomer, 1997, 2008).

The body of research comprises a multitude of perspectives, focused on different
performance dimensions (Suykens et al., 2021). This suggests that PM models, systems
and processes can be applied to different organizational levels, from the operational
level up to the strategic level (Munik et al., 2021). PMSs should consider short- and long-
term planning, financial and non-financial aspects, future perspectives, internal and

external points of view, as well as cause-effect relationships (Treinta et al., 2020).

Performance measurement and PMSs
The most widely suggested definition of performance measurement systems is from
Neely (2005): PM can be considered as a process for measuring the efficiency and
effectiveness of actions, through the use of metrics defined as performance measures. In
the context of an organization, actions pertain to how it coordinates resources to attain
value creation. Therefore, a performance measurement system is a group of
performance measures and related processes used to evaluate performance (Cestari et
al., 2021; Munik et al., 2021; Soysa et al., 2018; Choong, 2014). According to Cestari et al.,
(2021), Munik etal,, (2021), and Bourne et al. (2000), these processes refer to the

design, implementation, management, and review of the PMSs.

Choong, (2014), defines the system as a set of different elements linked to achieve a
common purpose. In his review he presents a selection of different definitions of PMSs.
Some focus on the elements that are included in the system, such as people, procedures,
data, software and hardware, whereas others focus on the strategic aspect of the system,
which is aimed at evaluating performance in order to seek continuous improvement.
Some authors consider PMSs as a boundary that divides organizations from its external
environment, but others consider them as an open system that continuously interacts

with its environment.

Performance measurement can also be viewed as a set of processes that turn the
mission, strategy and objectives of an organization into key measurable performance
indicators that serve as a guide to govern organizational action (Treinta et al., 2020;

Pinheiro de Lima et al., 2008; Waal, 2007).

According to Choong (2014), PM is meant to provide relevant information on

organizational performance which can be used for decision-making at the program or
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organizational level, to achieve goals, improve performance and increase accountability

(Julnes, 2007). This information can regard inputs, outputs, outcomes, or efficiency.

PMSs can also be considered a multi-dimensional set of performance measures which
can be used for managing an organization and for planning purposes. These objective
measures can serve as a mean to motivate people to improve performance, influencing

their behaviour and decisions (Cestari et al., 2018).

PM can be viewed as a system created to present information in a way that allows
managers to use it routinely. It entails the design of a set of indicators which can be used
to assess performance and identify potential crises (C. Lee, 2021). The measurement
system should entail the definition of the organisation’s primary objectives, and the
indicators should reflect these objectives and keep track of their achievement
(Speckbacher, 2003; Franco-Santos et al., 2012; Malmi & Brown, 2008). Performance
measures should eventually be shared publicly through reports, so they should be

presented quantitively and in an aggregated format (Kroll, 2015; Mayer & Fischer, 2023).

Performance management
Some authors refer to performance management as the evolution of the concept of
performance measurement, highlighting the shift from a “trust me” to a “prove me”
attitude (Kline & Dolamore, 2019). Performance management definitions focus on the
importance of performance information to support managerial decision-making in
achieving organisational goals (Poister et al., 2014). In this perspective, managers should
inform their decisions by collecting and purposefully using quantitative performance
information. Performance management is not considered as the product of a process, but
as the conceptualization of the characteristics of performance (Van Doorenet al., 2010;

Kline & Dolamore, 2019).

Performance evaluation
Other authors focus on wider definitions of performance evaluation. Mclnerney (2021),
considers valuation as the process of assigning worth through fixed metrics, often in
quantitative terms (Lamont, 2012; Stark, 2011). In the non-profit context this translates

into assigning monetary value to social goods.

Focusing on a lower level, program evaluation can be defined as a way to analyse the
effectiveness of intervention programs (Mayer & Fischer, 2023). Different methods can

be used for the evaluations, including qualitative approaches. According to some
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authors, program evaluation usually occurs less consistently than performance
measurement (Newcomer et al., 2012). Other authors, however, state that programmatic

performance requires systematic measurement and analysis of operations and results.

Financial performance
Financial performance is a key dimension of organizational performance, as shown by

the frequency with which financial aspects are considered in the paper set.

Winand et al., (2012) argue that in the non-profit context it can help to determine the
effectiveness and efficiency in achieving the organization’s mission. Financial
performance can be considered as the development of an organization'’s financial
capacity over time, meaning its ability to develop and deploy financial capital. Winand et
al,, (2012), and Cestari et al., (2021), assert that financial performance is crucial in

determining the survival of a non-profit organization and its long-term sustainability.

Organizational performance
Authors agree that organizational performance is a multidimensional concept, and it
should be measured by multiple criteria. Winand et al., (2014), defines it in terms of
evaluating the inputs (resources used), throughput (processes) and outputs (objectives)
in relation to efficiency and effectiveness (Madella, Bayle, & Tome, 2005; Mouzas, 2006).
Efficiency is considered as the comparison between available resources and the results
achieved, whereas effectiveness is defined as the relationship between the goals set and
the extent to which they have been achieved. Therefore, the key to high organisational
performance is attracting the necessary inputs and using them efficiently to achieve the

targeted outputs.

Other authors highlight how organisational performance is linked to the efficiency and
effectiveness of operations, the adequacy of funding and the achievement of goals
(Suykens et al.,, 2021; Ferreira et al., 2017; Andersen, Boesen, and Pedersen 2016; Sowa,
Selden, and Sandfort, 2004; Willems, Boenigk, and Jegers 2014). In this perspective, it
can also be defined as a valuation process between the specified goals and objectives

and the attained results (Ferreira et al., 2017; Herman & Renz, 1999).

Organizational effectiveness
Some studies link the concepts of performance measurement and organizational
effectiveness. Authors generally agree that there is a lack of consensus on the definition

of organizational effectiveness. Aboramadan et al., 2021, consider different definitions,
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taken from the literature, viewing it in terms of how well an organization is performing
(Jackson and Holland, 1998), or how the management attempts to perform well to gain a
competitive advantage (Simons and Merchant, 1986), or the extent to which the
organization meets its clients’ needs (Beamon and Balcik, 2008), or as the organization’s
ability to attain its social mission and achieve its goals and objectives (Benjamin and

Misra, 2006).

According to Cestari et al., 2018, effectiveness is a social construct and there is no clear
unambiguous definition of what can be considered good performance, considering the

multidimensionality of the concept.

This array of definitions gives a comprehensive picture of performance measurement
systems and performance measurement in general. Note that some terms are often used

as synonyms, despite being defined in somewhat different ways.

“Performance management systems”, for instance, are mentioned alternatively to
“performance measurement systems” in 5 out of the 8 papers that use the term.
Similarly, 17 contributions use both “performance measurement” and “performance
management” without mentioning a difference between the two. As suggested by the
keyword analysis, performance evaluation and performance assessment are also

frequently used.

In the same way, “measures” and “indicators” are used as synonyms. Measures are
mentioned in 33 papers and indicators are mentioned in 31 papers, a suggesting they
are a fundamental element of PMSs. Moreover, 12 contributions also refer to them as

“metrics”.

Similar conclusions can be drawn for the use of “goals” and “targets”, which appear in 30

and 29 papers respectively.
3.9.2 NPOs’ characteristics

Despite the diversity in the research, authors agree that there are some fundamental
aspects of NPOs to consider before diving into performance measurement. This is
supported by the presence of the keywords related to the “social”, “financial” and

“accountability and stakeholders” spheres.

These aspects are related to the characteristics that are typically associated with this

type of organizations, as well as to the increasingly complex environments where they
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operate. For what concerns contextual factors, authors often mention that there is a rise
in competition between NPOs, due to the downturn in aid from governments and
donors, taxes and decreasing tax incentives, economic and political crises, and other
environmental factors that create risk and uncertainty (Aboramadan et al., 2021; Treinta

etal, 2020; Gibb & McNulty, 2014).

Social orientation
When considering the specific characteristics of NPOs, the first one that comes to mind
is their social orientation. Non-profits address collective needs and complex social
problems of specific communities or groups (Cestari et al.,, 2021; Treinta et al., 2020).
They’re mission-driven organizations, which aim at creating social, economic and
environmental sustainable value (Soysa et al., 2018; Munik et al.,, 2021; Mair and Martr’,
2006; Tan et al,, 2005; Mugarura et al., 2020; Treinta et al., 2020). As Greiling, (2010),
points out, “non-profit” doesn’t imply that these organizations operate in a non-
businesslike manner, but rather that they pursue social profit. Social profit can be
understood as the humanitarian and social benefit generated by an organization as a
result of investing in the well-being of the society. In this perspective, the authors
suggest that the members of the served community can be considered stakeholders, and
that the “social dividends” are shared amongst them (Gilligan and Golden 2009). In
general, authors agree that NPOs have an important social and economic role in creating

social value as defined in their mission and fostering social and economic development.

Financial restrictions
The second main characteristic of NPOs regards their financial restrictions. They are
allowed to generate financial profit, but it must be reinvested within the organization
(Treinta et al., 2020; Grigoroudis et al., 2012). Depending on the country where they are
located, they can be subject to strict control on their financial processes (Cestari et al.,
2018). Their main income sources are individual or institutional donations, public funds
from the state or the government, private partnerships and income from events and
sales. Funding sources are scarce and relationships with donors and community support
are crucial to ensure financial resources and overall financial sustainability in the long-
term. Similarly, despite being independent from the for-profit and the public sectors,
they often maintain relationships with them to obtain resources. Given these

considerations, authors agree that perceived performance plays a fundamental role in
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determining if an organization is perceived to be worthy of support (Ferreira et al., 2017;
Salamon & Anheier, 1997; Sargeant, West & Ford, 2004).

Some authors discuss the importance of funding diversity, as relying too much on a
single source or a few sources of funding may impact the development and autonomy of
an organization. Moreover, non-profits that have the ability to generate their own
resources have greater autonomy and independence and reduce the risks associated
with external sources of funding, such as the lack of regularity and predictability of
revenue (Ferreira et al., 2017; Sargeant et al.,, 2004). Some authors also point out that
government grants bring credibility and prestige to organizations, possibly encouraging
private donations. Moreover, public funds are often renewed automatically or with a
certain degree of stability and regularity and positively contribute to the performance of
an organization; (Jung & Moon, 2007). Despite this, when adjusting to cuts in public
funds, especially during recessionary periods, organizations often rely on an increase in

private support (Ferreira et al.,, 2017).

Accountability demands
The third aspect to consider is the increasing pressure and demands from stakeholders
for better accountability, especially when financial resources are involved. Non-profits
are demanded legitimacy, social responsibility, proper governance, and transparency of
results, and they’re demanded to improve their performance and effectiveness. Authors
suggest that the emphasis on the importance of measuring performance often comes
from the need to demonstrate accountability to their stakeholders. NPOs have multiple
internal and external stakeholders, including donors, governments, regulatory bodies,
employees and volunteers, beneficiaries, and communities (Cestari et al., 2021;
Aboramadan et al., 2021; Grande et al., 2021; Treinta et al., 2020; Soysa et al., 2018;
Vasiliki & Kleanthis, 2018; Crossan et al., 2011).
Authors define accountability as a way for non-profits to be held externally responsible
for their actions, and a way to take internal responsibility for pursuing the
organizational goals, mission, and performance. Given the multiple constituencies,
accountability can be viewed on different levels: there is an upward accountability to
donors and governments, internal accountability to the staff and the organization’s
mission, and downward accountability to beneficiaries and communities reached. The
practical means to demonstrate accountability include reports and disclosure

statements, performance evaluations, social auditing, participation, and self-regulation
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(Ebrahim, 2010; Winand et al., 2014; Choong, 2014). Accountability relations can also
entail economic, social, legal technical and even political aspects (Dhanani & Connolly,
2015; Gray & Jenkins, 1993; O'Dwyer & Boomsma, 2015). In a long-term perspective,
accountability is also concerned with sustainability (Adams & McNicholas, 2007; Cutt &
Murray, 2003; Gray, 1992; Taylor, 2007; Grande et al., 2021). Authors also point out that
legitimacy, in contrast, relates to the social recognition an organization achieves for
accomplishing its mission, and it relates to the fulfilment of responsibilities and

transparency.

3.10 Challenges and supporting theories

3.10.1 Challenges

Authors suggest that there are several challenges that non-profit organizations have to
face when trying to implement a performance measurement system. They are

summarized in Table 3.6 and discussed below.

Table 3.6 | Challenges.

Paragraph # | Challenge
1 Selecting the right approach and framework
2 Managing stakeholders’ perspectives and outside influence
3 Defining what to measure
4 Scarcity of resources
5 Design-related factors and internal conflict

Source: Our elaboration (2023)

Selecting the right approach and framework
Authors generally agree that there is a “lack of conceptual consistency” (Balduck, 2009)
around performance measurement in the context of non-profit organizations. Looking at
the literature, the subject has been analysed by different schools of thought, with
different approaches based on different theories. For instance, the theories mentioned in

the paper set of this study include stakeholders’ theory, rational planning, resource
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dependence, institutional theory and more. Moreover, the topic has been investigated in

very different types of NPOs, leading to a variety of approaches.

Some authors also mention a “lack of clarity in the purpose of the system” (De Waal,
2007; Cestari et al.,, 2021; Munik et al,, 2021; Treinta et al., 2020), suggesting that the
meaning of performance in this context is unclear, due to the inherent complexity of the

sector.

It is clear that in the literature there is no consensus about the criteria (Aboramadan et
al., 2021; Treinta et al., 2020) or about the appropriate frameworks, models and tools for
measuring performance (Kline & Dolamore, 2019). Similarly, in practice, performance
measurement systems vary greatly according to different exogenous and endogenous

variables, differing from one context to another.

Agreeing that there is no universally optimal methodology that can be applied in the
design and implementation of PMSs in all non-profit organizations, authors present
many different frameworks to create a PMS. However, most models and tool are adapted
from the for-profit sector. For this reason, authors suggest that these frameworks do not
consider all the peculiar characteristics of the non-profit sector and that there are
limitations to their use (Arena et al., 2014; Munik et al., 2021; Treinta et al., 2020; Cestari
et al.,, 2018). These adapted frameworks can impose uniformity and miss valuable
dynamics that stem from the unique organizational characteristics of NPOs, their
complex and dynamic environments, their governance structures and their
organizational and management structures and processes (Mayer & Fischer, 2023;
Cestari et al., 2021). Despite the evolution of these systems in the for-profit sector, which
for instance include social and environmental performance indicators, they can be ill-
suited for non-profit organizations (Munik et al.,, 2021). For these reasons, despite NPOs
being increasingly similar to for-profits, considering goals and competition, these
authors suggest that the sector is sufficiently unique to require specific frameworks and
management techniques (Mayer & Fischer, 2023; Beck et al., 2008; Newman &
Wallender, 1978).

On the other hand, some authors argue that the basic difference between for-profit and
non-profit organizations is their social orientation, and despite agreeing that there aren’t
any indicators comparable to the for-profit bottom-line, they sustain that there are

enough similarities between the sectors to be able to successfully apply any
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management system from the for-profit sector to NPOs, by adjusting the system to
consider their characteristics (Pereira & Melao, 2012).
This approach is evident in the paper set of this study, as the most commonly suggested

framework is the balanced scorecard, in an adapted version.

In this perspective, it can be argued that a crucial role is played by management’s ability
to apply the knowledge of business practices and performance management techniques
to the non-profit environment, by adapting them to the specific characteristics of their

organizations (Mahony and Howard, 2001; Miller, 1997; Crossan et al., 2011).

Managing stakeholders’ perspectives and outside influence
Another challenge that NPOs have to face when designing a PMS is balancing the
perceptions of their multiple stakeholders, whose needs and goals may be

heterogeneous (Speckbacher 2003; Suykens et al., 2021; Vasiliki & Kleanthis, 2018).

The presence of multiple stakeholders can lead to the definition of a wide range of
objectives and measures which are difficult to balance and can hinder the creation of a

system that allows the organisation to demonstrate its impact (Gibb & McNulty, 2014).

Managing the expectations and the possible influence of external actors is not a trivial
task. Funding bodies may encourage the organisations that they support to agree to
specific performance indicators, or even impose specific reporting requirements. This
way of exercising upward accountability should be considered in light of the increasing
pressures to demonstrate performance, as discussed above. Through these means,
external actors can influence the PMSs of their grantees, and affect the learning value
derived from monitoring and evaluation.

Authors also suggest that collecting performance data required by these stakeholders
may disincentivize non-profits from collecting other information, that could be more
relevant.

Moreover, some studies show that these pressures can induce NPOs to put less efforts in
fulfilling accountability demands of beneficiaries compared to other stakeholders
(Candler & Dumont, 2010; LeRoux, 2009b).

When requiring systematic data, funding bodies should verify that the performance
information they require is meaningful to the organizations they fund and can be
incorporated into the organization’s PMSs (Mayer & Fischer, 2023; Gibb & McNulty,
2014).
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In the case when the outside actor is the government, authors suggest that there was a
shift after the advent of New Public Management practices. This affected governmental
partners in service delivery, including NPOs, which are now often required to compete to
obtain public service contracts. These contracts are awarded comparing targeted output
performance, and non-profits are required to continuously measure performance to
assess whether contractual targets are met (Suykens et al., 2021; Allen et al. 2016;
Arvidson and Ly.on 2014; Carnochan et al. 2014; Greiling and Stotzer 2015).

Again, these public accountability demands are perceived as “measuring to prove” rather
than “measuring to improve. They’re a way to demonstrate compliance and obtain
legitimacy, rather than a way to implement a performance measurement system driven
by organizational needs with practical managerial value. Furthermore, this bureaucratic
burden can drain resources and is often criticized by non-profit managers (Suykens et
al., 2021; Baines et al. 2014).

To add to the discussion, some authors criticize output-based performance indicators
because they encourage non-profits to provide services to beneficiaries who are less in
need in order to meet the targets, causing an erosion of the service quality (Suykens et

al., 2021; Dart 2004; Froelich 2012; Hustinx and De Waele 2015).

Authors suggest a solution to these problems: funders should support their grantees to
adopt PMSs in a purposeful way. Organizations would be able to fulfil accountability
demands while implementing a system that stems from organizational needs and

contributes to goal fulfilment.

This challenge is crucial for non-profit organizations. Performance measurement
systems should be built around the organization’s mission. The influence of external
actors could cause mission drift (Mayer & Fischer, 2023), by focusing the attention on
performance data that is not truly relevant to the organization and leading away from

the goals defined in the mission statements.

Defining what to measure
Non-profits face difficulties in defining what performance dimensions should be
monitored (Cestari et al., 2018). As Sawhill and Williamson (2001) explain, they’re
mission-driven organizations and their success can’t be measured using the typical
quantitative measures of profit, investment return, or shareholder value creation. Unlike

for-profit organizations, they lack a series of institutionalized performance metrics.
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Their performance is built around their goals and mission, which are hardly measurable,
and they often provide intangible services which are just as difficult to assess
(Aboramadan et al,, 2021; Treinta et al., 2020; Bassi & Vincenti, 2019; Vasiliki &
Kleanthis, 2018). Non-profits often have idealistic visions which may never be fully
realized, making it quite difficult to judge if their strategies are implemented successfully
or not (Crossan et al,, 2011; Kline & Dolamore, 2019). Authors agree that the complex
nature of these organizations and the values embedded in their mission make it quite
difficult to determine what performance measures are appropriate to assess
performance. Non-profits need to effectively capture both financial and social
dimensions to prove the extent of their impact. The risk is that of privileging financial
indicators of performance, which are easily quantifiable, over other non-financial
measures that assess the social good (Mclnerney, 2021). PMSs need to be aligned with
goals and strategies, as well as business processes, focusing on the competitive needs
and priorities of the company (Aboramadan et al., 2021; Treinta et al., 2020; Cestari et

al, 2018).

These difficulties may also stem from a lack of systematic procedures that can be used to
identify what information to collect, measure and analyse. (Mayer & Fischer, 2023; Kim
et al.,, 2019). Adding to this, organizations may also struggle to determine the reliability
of data. Studies show that non-profit staff on one hand believes that narrative
information is the best way to evaluate the progress of beneficiaries, but on the other
hand is concerned with the quality of data provided by users, which may give inaccurate

information (Mayer & Fischer, 2023; Carnochan et al,, 2014, Benjamin et al., 2018).

Interestingly, some authors suggest that non-profits can strategically use this lack of
agreement on what measures should be considered meaningful, as it allows them to
independently determine what to measure and how to measure it. This puts them in the
position to use performance measurement for promotional goals, while satisfying
accountability demands and achieving organizational learning (Lall 2017; Maier et al.

2015; Suykens et al., 2021).

Scarcity of resources
Many authors agree that the lack of financial, technological, organizational, and human
resources can be a barrier for the implementation of a PMS (Munik et al., 2021; Treinta

etal., 2020; Cestari et al., 2018).
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The resources required for measurement and reporting on results and operations may
be in competition with the resources required for the organization’s core activities
(Newcomer et al.,, 2012). As a matter of fact, funders often encourage NPOs to reduce
overhead in order to increase the portion of resources invested on program delivery.
This can determine a lack of investment in information technology and computers,
causing a lack of infrastructure, technical training, and flow of information, which can
hinder the ability of organizations to perform evaluation work. Non-profits could
struggle to sustain the cost of technology, especially when it comes to innovation in
software, data collection and storage and coordination. The lack of technical
sophistication can lead organizations to collect data manually and store it as paper
records and in a fragmented way, creating redundancies without meeting the needs of
the organization (Mayer & Fischer, 2023; Andrews et al,, 2016; Voida et al., 2011;
Benjamin et al,, 2018; Bopp et al., 2017). Moreover, organizations often rely on external
vendors to design their evaluation software and database or directly resort to “off the
shelf” database systems, causing a lack of system integration (Kline & Dolamore, 2019;

Carnochan etal., 2014).

The problem is aggravated when organizations don’t have an adequate number of
trained staff with technical knowledge and expertise to perform data work, especially
when technical assistance is not affordable (Carman & Fredericks, 2010). In fact, it is
common for non-profits to have data work performed by employees or volunteers with
primary job functions in other areas (Carman, 2007). Authors suggest that this could
influence them to believe that collecting data is less important than performing their
work with beneficiaries, and that data-related activities disrupt their daily routines.
Studies show that while some employees think that collecting information improves
their relationship with clients, by getting to know them (Benjamin et al., 2018), others
think that it interferes with rapport building and doubt the reliability of the data (Mayer
& Fischer, 2023; Herbert, 2014).

Design-related factors and internal conflict
When designing a performance measurement system, a key issue is to determine the
nature and the drivers of performance (Benjamin & Campbell, 2014; Ferreira et al.,
2017; Mengel & Lewis, 2012). Management should clearly identify the processes that

relate to value-creation, recognising how their organization addresses the needs of
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stakeholders and what is the model of engagement with them.

Besides understanding the overall processes, the management of a NPO should have a
complete comprehension of how their organization operates, identifying structural
constraints and process constraints that influence operations, as well as contextual
constraints related to the organization’s strategy, and to the environment where it
operates (Arena et al., 2015; Taylor & Taylor, 2014; Wadongo & Abdel-Kader, 2014;
Cestari et al., 2021; Ferreira et al,, 2017).

During the design process, it is important to keep in mind that performance
measurement should be aligned with organizational values. In this regard, authors
suggest that having an organizational culture that is open to change is a driver of success

in the implementation of the system (Julnes, 2008; Kline & Dolamore, 2019).

Furthermore, management should consider how the new measurement system is going
to influence and relate to other preexisting initiatives and processes in the organization,

ensuring a cross-functional integration (Lyons, 2006; Crossan et al., 2011).

Management should also establish how the new system can be endorsed at all levels in
the organization. All employees and volunteers need to be aware of how their work has
an impact on the performance of the organization, they need to be aware of the
strategies and performance goals and they need to know how their job fits in the overall
system (Crossan et al.,, 2011). This is important to avoid internal conflict and foster
commitment. Staff can perceive performance measurement systems as something
imposed by the management, especially if accountability is focused more on the
individual level than on the team level. This can negatively affect workplace democracy
and create tensions between managers and front-line workers and volunteers. (Baines

2010; Baines et al. 2011; Kreutzer and Jager 2011; Suykens et al., 2021).

Design-related factors can vary from case to case. Each NPO has specific characteristics
that should be considered for performance measurement. Management should keep the
focus on the social value proposition and mission, while addressing the major factors
that influence performance measurement, including the relationship with stakeholders,
financial sustainability aspects, human resources concerns and many more (Cestari et

al, 2021).
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The challenges and factors discussed in this section should be considered in light of the
different reasons why NPOs choose to engage in the design and implementation of

performance measurement systems, which are discussed later.
3.10.2 Theories

It’s worth to mention the theories that authors have used to back-up their arguments, to

deepen the understanding of the challenges mentioned in the previous section.

For instance, rational planning is fundamental to explain the discussion on performance
measurement. Rational planning is based on the assumption that having clear strategic
goals and implementing a performance measurement system to periodically assess the
degree of achievement is key to improve organizational performance (Boyne 2001;
Meyfroodt and Desmidt 2020). Performance information can be purposefully used to
improve decision-making and encourage organizational learning, with positive effects on
performance (LeRoux and Wright 2010; Meyfroodt and Desmidt 2020; Moynihan 2005;
Suykens et al., 2021).

Stakeholder theory explains how the relationship with stakeholders influences the
efficiency and effectiveness of organizations (Wellens and Jegers, 2014). Stakeholders
are defined as those who can affect or can be affected by the attainment of
organizational objectives. Positively managing stakeholders’ prospects can lead an
organization to be perceived as more effective. Authors suggest that the best way to
satisfy accountability demands and demonstrate effectiveness to different stakeholders
is to have clearly identified measures to assess performance (Alexander et al., 2010;
Mitchell, 2014; Aboramadan et al., 2021). Stakeholder theory explains the relationship
between performance measurement and organizational effectiveness. On one hand, as
previously discussed, stakeholders can influence the definition of performance
measures. On the other hand, authors argue that managers tend to highlight what can
potentially lead to improved performance based on what is being measured (Kaplan and

Norton, 1996; Sachs and Ruhli, 2011; Aboramadan et al., 2021)

Resource dependence theory has been employed to explain the search for strategic
alternatives to deal with resource scarcity and growing uncertainty in the non-profit

sector (Grande et al., 2021).
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In the light of institutional theory, performance can be considered as “institutionally”
defined, meaning that performance related factors are an indication and a determinant
of the interests that organizations pursue (Treinta et al., 2020). Moreover, organizations
are seen as “being suspended in a web of institutions” (Bass, Nicholson, &
Subhramanian, 2013), and in this context data plays a fundamental role in building and
sustaining relationships with other institutions, such as funding institutions and

community partners (Treinta et al., 2020).

Other studies explain performance in the light of resource productivity and efficiency,

with a systemic view of NPOs’ productivity and improvement (Cestari et al., 2021).

Macro-organization theories are employed to explain the use of data, namely
performance data, within non-profits. On one hand, isomorphism suggest that data can
be used as a signal to the external environment that the organization is trustworthy, by
adopting data practices of more well-known and successful organizations, “borrowing”
their legitimacy. On the other hand, according to resource dependence theory, when
performance information is required by funders or public agencies for accountability
reasons, it can be viewed as an exchange of autonomy for security. Principal-agent
theories are also mentioned, viewing data as a means to verify impact and manage
behaviour, but they are also criticized, as they can be ill-suited to explain complex
environments such as the non-profit sector (Mayer & Fischer, 2023).

In this context, evaluation is seen as a component of organizational capacity, in terms of
the ability to determine desired outcomes, measure program performance and manage
information to improve it (Mayer & Fischer, 2023). Performance is viewed in terms of
organizational capacity use, but this can be a simplistic approach (Cestari et al., 2021).
Market failure-based theories imply that NPOs are “shapeshifters” that fill the gaps left
by other sectors, responding not only to changes in community context and necessities,

but also to the technological context (Mayer & Fischer, 2023).

3.11 Reasons for the design and implementation of a PMS

Researchers agree that performance measurement is key to demonstrate effectiveness
and long-term outcomes to funders, beneficiaries, other stakeholders, and society at

large. A system to measure performance can be a fundamental management tool to keep
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track of strategy progress and have clear objectives and measures. To improve

performance, the first step is to measure it through its drivers.

When discussing the design and implementation of PMSs, authors identify a variety of

reasons. The reasons have been grouped in two categories, which are discussed below.

Demonstrating social impact to stakeholders
As stated before, PMSs are built around an organization’s mission and reflect its vision.
The search for legitimacy goes beyond accountability demands and legal obligations.
Demonstrating social impact, by being transparent and presenting regular reliable
reports about organizational effectiveness and the achievement of social goals with the
limited available resources, is key to strategically attract new resources and partnerships

(Cestari et al.,, 2021; Treinta et al.,, 2020).

Looking at internal stakeholders, measuring performance can be an important mean in
building a trustful relationship, which can become a competitive advantage (Barney and
Hansen, 1994). Studies show that the use of performance measures can be perceived as
a practice of integrity, transparency, and accountability, creating a genuine view of the
organization among internal stakeholders, namely employees and volunteers. This can
be a driver of organizational success, with a positive effect on non-profits’ effectiveness
(Davis et al., 2000). Trust increases employees’ satisfaction, with positive effects on
commitment, hard work, engagement, information sharing, problem solving, creativity
and innovation. This facilitates operations efficiency and ultimately has a positive effect
on overall performance. Human resources are fundamental for NPOs, and it is very
important to encourage positive attitudes, such as trust, motivation, and commitment, to

channel their efforts in achieving the desired results.

Looking at external stakeholders, on one hand, organizations seek to prove their
efficiency and effectiveness in order to retain funders and seek new ones, on the other
hand they seek to prove their impact to their beneficiaries and general community.

The first aspect relates to the dependence of NPOs on external funding. As discussed
earlier, the competition to obtain financial resources is increasing, while the provision of
funds is decreasing, pressuring non-profits to demonstrate “value for money” (Hodge
and Piccolo, 2005). Satisfying external stakeholders’ expectations on the allocation and
utilization of resources is crucial to secure the relationship with them. Effectively

capturing both financial and social dimensions is important to demonstrate the extent of
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the social impact, gaining legitimacy, credibility, and trust. Ultimately, demonstrating
social impact is key to maintain the organization’s financial health, which is heavily
influenced by fundraising efficiency and resources diversification (Aboramadan et al.,

2021; Treinta et al., 2020).

Improvement and management
Performance data can be used to manage the organization, it can guide decision making
and strategic planning to improve operations. PMSs can lead up to higher levels of
competitiveness, by measuring and understanding the progress and results of strategies
and directing actions. Managers can continuously monitor the implementation of
strategies, with the chance to make revisions and adjustments when targets are not

reached (Bourne et al., 2000; Munik et al., 2021).

PMSs are used in different domains, including strategic planning and development,
accountability management and project management (Munik et al., 2021). They can
significantly contribute to gain efficiency and effectiveness, by shifting the focus on the

outcomes that programs and initiatives are meant to achieve (Cestari et al., 2021).

PMSs can be used to evaluate, learn and improve, control, motivate, promote, budget and
for many other organizational needs. Performance information provides managers with
clear guidance for making decisions and assessing a situation, giving a clear vision of

objectives and methods (Kline & Dolamore, 2019; Colbran et al., 2017).

PM information helps to identify expectations, to recognise risk signals, to get objective
forecasts, to promote motivation and problem solving, to face decisions with objectivity
and to improve accountability (Spitzer, 2007; Ferreira et al., 2017). It can be useful both

in day-to-day management and in long-term planning (Newcomer et al.,, 2012).

Authors suggest that the non-profit sector has entered a new dimension of
professionalism, facing the substantial change in competitiveness. NPOs are adopting a
more strategic style of management and performance management. This allows them to
implement successful projects, evaluating their completion and drawing conclusions
about future projects (Crossan et al., 2011). Some studies mention a movement toward
the “marketization” of non-profit activities and the “professionalization” of human
resources (Bassi & Vincenti, 2019). “Marketization” refers to the increasing tendency of
non-profits to change their income structure, selling goods and services to clients, in

order to increase the revenues coming from the organizations’ activities and reduce the
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dependency on resources coming from donations and grants. The use of PMSs fits well
with this trend, as they allow NPOs to measure and demonstrate their achievements.
“Professionalization” refers to the tendency to hire high skilled personnel in key mid and
top management positions. This happened as a response to the complexity of
requirements imposed by governments to maintain the non-profit status and the
complexity of accreditation processes. It was also a consequence of the introduction of
master’s degrees in the management of non-profit organizations and social
entrepreneurship. This also contributed to the adoption of more strategic styles,
exploring the benefits of PMSs within the non-profit environment (Bassi & Vincenti,

2019; Crossan et al., 2011).

The use of appropriate management practices and organizational responsiveness are
essential in designing and managing performance measurement and ensuring that the
system is successful and provides the desired results, especially considering that there
aren’t any universal best practices (Vasiliki & Kleanthis, 2018). The interest of non-profit
managers in performance data collection and understanding stems from the necessity to
track economic, social capital, programmatic and community outcomes in the long term,
to demonstrate effectiveness and improve outcomes themselves (Mayer & Fischer, 2023;

Kline & Dolamore, 2019).

3.12 Frameworks

The literature presents a wide variety of frameworks, models, systems and tools for

performance measurement.

The Balanced Scorecard
The balanced scorecard is the most frequently suggested system in the literature and
possibly one of the most frequent models to be adopted in practice (Munik et al., 2021;
Treinta et al.,, 2020).

The BSC was introduced by Robert Kaplan and David Norton in 1992, as a system for
measuring and managing performance (Grande et al., 2021). It is also considered a
system for the evaluation of strategy implementation and as a communication tool
(Grigoroudis et al., 2012). It helps organizations to clarify their vision and strategy,
translating them into clear objectives and indicators. The BSC is a tool to ensure the

alignment between objectives, goals, and strategies, on one hand, and resources,
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activities, and structures on the other hand (Grigoroudis et al., 2013; Colbran et al,,
2017). In the context of the non-profit sector, according to Kaplan, the BSC helps
organizations to fill the gap between mission and strategy and daily operations (Colbran

etal, 2017).

With the introduction of the balanced scorecard, Kaplan and Norton highlighted the
inappropriateness of focusing only on the financial performance dimension when
monitoring strategic performance (Grande et al., 2021). The BSC allows to balance the
financial and non-financial performance using four structurally connected pillars
(Dimitropoulos et al., 2017). Financial measures of past performance are retained, but
the BSC also introduces the drivers of future financial performance. Other than the
financial perspective, these drivers encompass the customer, internal business process,
and leaning and growth perspectives. The four perspectives can be adjusted to fit the
operating context and the characteristics of an organization (Grande et al., 2021). Once
the organization’s strategy is translated into tangible measures, the success in reaching
the targets is an indication of how the organization is moving towards its mission. The
four dimensions are linked, and this is how the organization keeps a balanced approach
(Winand et al,, 2012; Pereira & Meldo, 2012). A clear view of the cause-effect
relationships between the elements of the scorecard is fundamental (Kaplan and Norton,

2001; Berber etal., 2011).

Before discussing the non-profit variations, it's worth to give a closer look to the
traditional four dimensions.

1. The financial perspective refers to the conventional measurement of tangible financial
outcomes.

2. The customer perspective refers to the value proposition that companies adopt to
satisfy the needs of their customers.

3. The internal business perspective is about the internal processes that are carried out to
create value.

4. The learning and growth perspective refers to intangible assets such as knowledge,

skills and capabilities that support the value-creation process (Pereira & Meldo, 2012).

The BSC was developed for large multinational private companies, but its use was
extended to medium and small firms as well as governmental and non-profit

organizations (Grande et al., 2021). The introduction of the scorecard approach in the
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non-profits sector was encouraged by the new perspectives in strategic management
brought by the professionalization and marketization of the sector. Limited resources
and competitiveness, as well as the increasing demands for accountability towards
stakeholders also played a role (Adams et al. 2014; Dimitropoulos et al., 2017). The
initial for-profit version was modified to take into consideration that the ultimate goal
for NPOs is achieving their mission. The first proposals focus on the non-profit sector in
general. A “mission perspective” to be placed at the top of the scorecard is introduced.
Authors also suggest splitting the customer perspective into stakeholder groups, such as
donors, clients, and volunteers. Moreover, the financial perspective should be considered
more as a constrain than an objective. Monitoring spending and complying with budgets
is certainly important, but the success of a non-profit organization can’t be measured by
their ability to keep expenses below budget amounts (Kaplan and Norton, 2001; Soysa
et al.,, 2018; Grigoroudis et al., 2012; Berber et al,, 2011). For these reasons, the balanced
scorecard can have more than four perspectives in the non-profit sector. Later proposals
are focused on specific areas or sectors, such as non-profit hospitals or youth
organizations, suggesting area-specific indicators (Berber et al., 2011). Another element
that was later added to the framework is the “destination statement”, a paragraph to

explain what “strategic success” means for the organization (O’'Boyle, 2011).

The process for implementing the balanced scorecard is quite time consuming and
labour intensive. For the BSC to be successful, executive leaders and mid-level managers
need to be committed and to encourage the staff and other stakeholders to be committed
to the process as well (Mengel & Lewis, 2012). The process involves different steps,

which are summarized in Table 3.7.

Table 3.7 | Steps of the BSC process.

# | Step
1 | Identification of the strategic objectives, categorizing them into the four
perspectives

Creation of a strategy map to represent the organization’s strategic objectives

Identification of the measures that can be used to measure progress toward each
objective

4 | Definition of ambitious but reachable targets for each metric
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5 | Definition of strategic initiatives to push the organization towards meeting the
targets

6 | Regular communication of results to staff and stakeholders

7 | Regular review and adjustment of objectives, measures, targets, and initiatives

Source: Our elaboration (2023)

Note that different proposals present different variations of the process, but the
underlying structure remains the same. For instance, (Oliveira, 2001; Gstraunthaler &
Piber, 2007) goes more in depth, adding that step 3 “Identification of the measures” is

AT

followed by “Identifying data sources”, “Creating the data warehouse” and so on.

Several difficulties can emerge during the process. Organizations need to have clearly
defined mission, vision, and value statements to be able to identify strategic objectives
and goals that are aligned with them. A mission-objectives gap and an unclear strategy
can create obstacles for the implementation of the system.

Goals and objectives should be projected in the future and balanced between the four
perspectives, and not focused on what happened in the past. The second step involves
the creation of a strategy map, a simple visual representation of the identified objectives,
showing the balance and the links between the perspectives. These links are a
representation of the cause-effect relationship between elements (Winand et al., 2012;

Crossan etal., 2011; Berber et al,, 2011).

The following step is about the selection of appropriate measures or key performance
indicators (KPI). These metrics should allow the organization to measure performance
in a direct way, indicating the progress towards the achievement of the objectives. When
choosing a measure, considerations about what data is required and how often it should
be collected are important. Data should be reasonably easy to collect and to understand,
and it should be collected on a regular basis, for instance quarterly. Authors note that the
number of indicators per perspective should be limited, depending on the type of
objective and the availability of data. In this regard, organizations should also think
about how the information collected can be displayed and visualized to capture
meaningful considerations, for instance by using different types of charts (Winand et al,,

2012).
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Another challenging step is setting the targets. They should be ambitious but also
reachable with reasonable effort in an appropriate amount of time. They can be based on
historical performance, overall mission, baseline data or benchmarked practices. If they
are initially set without sufficient data, they can be revised to better represent the
success needed to achieve the objectives. This step is very important because it can
influence how employees respond to the system. The risk is that the staff may be too
focused on reaching the targets, losing sight of what the long-term aims and objectives
are. Targets place emphasis on specific processes or outcomes, and they should serve as
a mean to align individual behaviours and actions with the overall objectives (Crossan et

al, 2011).

A successful implementation of the BSC requires constant effort to review and adjust the
objectives, metrics, targets, and the strategic initiatives adopted. It also requires
communicating progress to the staff on a regular basis. The scorecard system allows
organizations to align employees, individual units, and departments in the achievement
of goals. It's fundamental to make sure that the staff understands the objectives and the
KPIs and that they share the vision and strategy defined. Lastly, it’s important to share
results with other stakeholders (Winand et al., 2012; Grigoroudis et al., 2012; Crossan et
al, 2011).

Challenges and benefits:

When proposing or studying the implementation of the balanced scorecard, studies also
analyse what are the main challenges that can be faced during the implementation.
Some studies mention general management challenges such as unclear strategy, lack of
priorities or lack of financial resources. Other studies mention that obtaining approval
for the implementation of the system is not a trivial task, suggesting difficulties in
obtaining commitment and time from executives. Deploying the system throughout the
organization and achieving commitment from staff can also be difficult. Moreover,
obtaining and managing data in a cost-effective and timely manner is not always easy. e
(Inamdar and Kaplan, 2002; Berber et al., 2011). Other obstacles can be identifying
indicators for non-financial objectives, conflicting stakeholder expectations, changes in

regulations and laws that affect strategic planning and more (Berber et al., 2011).

When discussing benefits, authors mention strategy communication and clarity,

improved alignment between actions and objectives, alignment between initiatives,
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resources focused on strategy, improved focus on beneficiaries, improved organizational

learning and more (Berber et al,, 2011).
Criticism:

Despite being proposed so frequently in the literature, the balanced scorecard has also
received criticism. Some authors have criticized some of the underlying assumptions of
the scorecard, such as the unidirectional dependence between indicators, the casual
relationship among them or its temporariness (Akkermans & Oorschot van, 2006;
Magnuszewski, Pietruszewski, & Sendzimir, 2003; Grande et al., 2021). Others have
criticized the lack of flexibility (Micheli & Manzoni, 2010; Molleman, 2007; Voelpel,
Leibold, Eckhoff, & Davenport, 2005; Grande et al., 2021), or the fact that the financial

perspective is prevailing on the other dimensions (Grande et al., 2021).

Its utility and appropriateness for the non-profit context has also been questioned
(Kong, 2010; Northcott and Taulapapa, 2012; Sayed, 2013). An issue is the lack of a clear
definition for customers, questioning if the category includes donors and/or
beneficiaries with their expectations and whether or not they are weighted equally. A
related issue is the lack of explicitness regarding stakeholders’ satisfaction. Another
issue is the lack of clarity in the casual relationships that are identified between the
different performance dimensions (Anon, 2008; Moore, 2003; Norreklit, 2000; Williams
and Lewis, 2008; Soysa et al.,, 2018). Authors also argue that the implementation of the
system requires great amounts of resources, including financial resources for staff

training and external consultants Sayed, 2013; Soysa et al., 2018).

Other concerns have been raised about the studies that have been conducted on the
implementation of the BSC in non-profits, questioning their generalisability for the
sector and claiming that few studies have examined the validity of the constructs and the

relationships between them (Soysa et al., 2018).

Even Kaplan (Kaplan, 2008) acknowledged the lack of an objective measure that is
appropriate to assess the overall performance, but this is common in PMSs in the non-
profit sector. Given that the measures in a BSC are not weighted, the system doesn’t
predict how they, as a whole, assess overall progress in the implementation of strategies

(Soysa etal., 2018).
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Lastly, some authors argue that managers have difficulties in adapting the BSC to their
organization because the system appears to be too general. This is reflected in the
difficulty to define quantitative measures for the different facets of non-profits’ strategy.
When performance indicators are not tightly related to the strategy, they don’t provide
the necessary information to guide the management in defining how to successfully

implement the strategy of their organization (Grigoroudis et al., 2012).

The Logical Framework & Logic-Balanced Scorecard
One of the innovative frameworks presented in the paper set is the Logic-Balanced
Scorecard (LBSC), which is developed linking the balanced scorecard and the Logical
Framework (LF) (Grande et al., 2021).

The Logical Framework:

The LF is commonly used in developing countries for the evaluation of NPOs projects to
be financed. This is a qualitative model that considers the causal relationships occurring
between inputs, outputs and goals (Practical Concepts Incorporated, 1979; Wiggings &
Shields, 1995; Grande et al,, 2021). It's aimed to foster international cooperation, to
identify weaknesses in projects and lead project developers to improved decision-

making (Grande et al., 2021).

The Logical Framework is structured as a 4x4 matrix, where one axis includes the
hypothesis for development, defined by causal relationships between inputs, outputs
and goals. For instance, the relationship between the resources invested in the project,
that allow to implement activities to create value and outcomes in line with the goals and
objectives of the project. On the other axis there are indicators and tools for verification,
as well as assumptions. Indicators should be clear and in line with the goals and serve
for future performance evaluation. Authors suggest choosing quantitative indicators that
are objectively verifiable, to allow evaluation in any phase of the project (Seear et al.,
2020). The tools for verification include reports and other proof, such as photographs,

that can satisfy accounting demands (Latour, 1987; Grande et al., 2021).

The core characteristic of the model is that it places a series of propositions which are

connected in a logical way, with a top to bottom approach. This means that to implement
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the LF the first things that need to be defined are the gals and objectives, then the

purpose of the project, then the results and lastly the activities.
Benefits:

The LF has several benefits for implementation in developing countries. It allows room
to define factors that can be out of control for managers, which need to be taken into
consideration when placing responsibility on them. It allows to focus on teams of
workers, by defining activities for each team and assessing completion, outputs, and
goals. It encourages communication between workers, superiors and managers. Another
advantage comes from the top-to-bottom approach, since it allows to review the system
from bottom to top, which is the way in which the logical propositions will be processed

in practice (Sartorius, 1996; Grande et al., 2021).
Criticism:

The Logical Framework has received some criticism because the lack of uniformity in its
construction doesn’t allow comparison between different organizations. Some concerns
are also related to the behavioural effects of PM on sub-units, which may go unnoticed
for long time periods given the focus on teams. Some authors criticize the rigidity of the
framework, claiming that its not easy to adapt to changes because too much information
can be included. Moreover, sometimes it can be designed for internal use for NPOs, but
for credit institutions or other stakeholders, or vice-versa, limiting its usefulness

(Bakewell & Garbutt, 2005; Grande et al., 2021).
The Logic-Balanced Scorecard:

The LBSC incorporates elements of the BSC, namely objectives, initiatives, and measures,

with elements from the LE, namely assumptions and constraints (Grande et al., 2021).

The model also adapts the four perspectives of the Balanced Scorecard to the
development context. The “learning and growth” perspective is maintained. The

“customer perspective” is replaced with the “beneficiaries’ perspective

”

, since the clients are the project beneficiaries. The “internal processes perspective” is
turned into the “processes and productiveness perspective”, since processes and
productivity are related in this context. Lastly, the “financial perspective" is modified to

be the “financial sustainability perspective” (Grande et al., 2021).
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This combined approach allows to analyse causality relationships in a more
comprehensive way. Starting from the BSC, cause-effect relationships are identified
between the elements identified in the four perspectives and between measures.
However, causality is not easy to recognize, especially in the developing context, since
many factors can lead to success or failure. In developing countries external conditions
can have a great impact on the achievement of goals and objectives, and this needs to be
taken into account. The LF is better suited to explain these factors, introducing
assumptions and conditions or pre-requisites for causality. Ultimately, the LBSC system
allows to define the conditions and assumptions under which performance measures

can lead to success (Grande et al., 2021).
Benefits:

Combining the two frameworks can help to understand the interrelations between
measures and targets, and to define the appropriate conditions for goal attainment. In
the long run, implementing this type of system allows to detect the most important
conditions and the links between resources and results. This can have important
practical implications for NPOs, helping to manage the initiatives with informed
decisions.

The analysis derived from the Implementation of the LBSC can be complemented by risk

analysis or flexibility analysis for constraints and pre-requisites (Grande et al.,, 2021).
Practical research:

The LBSC model was implemented and tested in an experimental case study conducted

in rural Ethiopia. The research included participatory and interventionist features.

The study concluded that the LBSC can be helpful to study the long-term sustainable
development of NPOs in a developing country. The tool can be used to analyse strategic
alternatives and constraints and it can be used as a framework for reporting to
stakeholders. The authors conclude that the BSC and the LF are compatible and
complementary and that the LBSC system can be used for performance measurement

and for assessing the well-being of beneficiaries (Grande et al., 2021).
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The Overall performance index (OPI)
One of the studies in the paper set proposes a scoring system, that is scientifically
validated, for the assessment of the overall strategic performance of NPOs in the
healthcare sector. The authors state that the system may not be generalisable out of the
sector, but the study reveals some interesting insights on the applicability of the BSC

(Soysa et al., 2018).

Authors agree that the Balanced Scorecard can be adapted for implementation in the
non-profit sector, capturing NPOs’ key characteristics, but they also detect some areas of
improvement. They address some conceptual elements, and they focus on the main issue
of the BSC system, the lack of a collective measure to assess overall performance (Soysa

etal., 2018).

The authors developed an overall performance index based on a scoring system. Using
the BSC as a starting point, they identified nine performance dimensions, developing an
operational definition for each of them. The resulting conceptual model is represented in

Figure 3.2.

Figure 3.2 | OPI Conceptual model

OPI Conceptual model

Driver Stakeholder Satisfaction
Financial
Health .
Client
A Satisfaction
Learning
and Growth
People

y

Mission = Strategy People Processes

Satisfaction

: 4
2 g 5
Organisational Donor

Infrastructure Satisfaction

3 6
Source: Soysa et al. (2018)
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The model was empirically tested, using the data collected with a quantitative
questionnaire. The data was fitted to the conceptual model by using the PLSBSEM3
technique. The same technique was used to estimate the parameters of the model which
are required to calculate the overall performance, including the weights assigned to each
item. The score assigned to the items was computed by averaging the scores (responses)

of the survey corresponding to the specific measurement item.

The overall performance index was developed, to assess overall organizational
performance as a linear result of the underlying constructs. Note that in constructing the
hierarchical model, the number of performance dimensions was reduced to six, by
combining client, people, and donor satisfaction as stakeholders’ satisfaction, and by
combining people and organizational infrastructure to form the learning and growth

dimension. This is also shown in Figure 3.2.

In developing the scoring system, 1.000 points were assigned to overall performance and
the same number of points was distributed across the six dimensions. Results are shown

in Figure 3.3.

Figure 3.3 | OPI Estimated points for categories and items

Estimated
points
Measurement categories Measurement items Relevant survey questions Item Category
1. Mission 1.1 Envisioning social profit Q1, Q5 60 125
1.2 Envisioning organisational and Q9, Q13 65
people excellence
2. Strategy 2.1 Strategic planning Q16, Q17 85 170
2.2 Strategy implementation Q24, Q18 85
3. Learning and Growth 3.1 Organisational infrastructure Q34, Q20 70 140
3.2 People Q29, Q19 70
4. Financial Health 4.1 Cost control Q2, Q15 80 160
4.2 Cash flow increase Q3, Q12, Q14 80
5. Processes 5.1 Continuous improvement and  Q23, Q36, Q40 92 185
knowledge management
5.2 Well designed, safe, efficient and Q25, Q35, Q37 93
effective processes
6. Stakeholder Satisfaction 6.1 Client satisfaction Q6, Q8, 26, Q32 72 220
6.2 People satisfaction Q7, Q21, Q28, Q33, 41 74
6.3 Donor satisfaction Q11, Q22, Q27 74
Overall performance 1,000 1,000
Source: Soysa et al. (2018)

3 partial least squares based structural equation modelling.
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To implement this system, organizations should take the survey using a 1-7 Likert scale
and calculate the scores for each measurement item. The results should be converted to

points using the scale suggested by the authors (1 = 0 points; 7 = full points).

This scoring system can be a useful tool for self-assessment to have a clear measure for

overall performance.

The Baldrige Excellence Framework (BEF)
Authors also mention the Baldrige Excellence Framework, which comprises seven
performance dimensions, based on the concept that leadership drives the system to
achieve results. The framework is meant to be used in the for-profit and non-profit

sector.

The implementation starts with the development of the “organizational profile”, which
requires non-profits to determine their key organizational characteristics, including
mission, vision, values, organizational culture, organizational structure, strategic
situation and any other element that is fundamental in understanding the organization

and the context in which it operates.

Figure 3.4 | Baldrige Excellence Framework

Organizational Profile

Measurement, Analysis, and Knowledge Management

Core Values and CO“cep\s

Source: Baldrige Performance Excellence Program | NIST. (2024, February 2). NIST.
https://www.nist.gov/baldrige
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The seven performance dimensions, represented in Figure 3.4, include:

1. Leadership. This category refers to how the organization is guided and sustained by
the senior leadership and the governance system.

2. Strategy. This category is about how strategic objectives and action plans are
developed and implemented, how progress is measured and how changes can be made if
required.

3. Customers. This category relates to how the organization engages with its
beneficiaries to satisfy their expectations and build relationships.

4. Measurement, analysis, and knowledge management. This category serves for the
alignment of strategic objectives and operations.

5. Workforce. This category refers to human resources practices.

6. Operations. This category addresses how operations are conducted to create value.

7. Results. This category focuses on the results that the organization seeks to achieve.

The BEF also comprises a universal scoring system that allows organizations to assign
weights to each performance category and its items, to assess the overall performance of
the organization (Soysa et al., 2018; Baldrige Performance Excellence Program | NIST,
2024).

The EFQM Excellence Model (EEM)
Another framework mentioned in the paper set is the EFQM Excellence Model. It’s a
framework that was created to support organizations in improving performance and

managing change, and it can be implemented both in the for-profit and non-profit sector.

It comprises different performance criteria, which are generated around three key
elements: direction, indicating the purpose of the organization, execution, indicating how
the organization delivers its strategy, and results, indicating what the organization seeks

to achieve in the future (Soysa et al.,, 2018; EFQM, Private Foundation, 2023)
The performance criteria are listed in Table 3.8 below.

Like the Baldrige Excellence Framework, the EEM has a universal scoring system. This is
an element that drives criticism because the scoring systems of these frameworks do not

distinguish between for profit and non-profit organizations 3.8.
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Table 3.8 | EFQM Model.

Key element Performance criteria
Purpose, vision, and strategy
DIRECTION — -
Organizational culture & Leadership
Engaging stakeholders
EXECUTION Creating sustainable value
Driving performance and transformation
Stakeholders’ perceptions
RESULTS : -
Strategic and operational performance

Source: EFQM, Private Foundation. (2023, June 6). Organisational Change Management - EFQM.
EFQM. https://www.efqm.org/

The Multidimensional and Integrated Model of Non-profit Organizational
Effectiveness (MIMNOE)
The MIMNOE is one of the models that have been specifically designed to be

implemented in the non-profit sector (Sowa et al, 2004; Treinta et al., 2020).

In the context of this models, organizational effectiveness is considered to be
multidimensional, with two primary levels. The first one is “management” and the
second one is “program”. Both levels are considered to be composed of two lower-level
dimensions, including capacity, in terms of processes and structure, and outcomes.
Authors also argue that to evaluate effectiveness, both objective and “perceptual”
measures are required. Perceptual measures are defined as metrics that are based on the
perceptions and belief of staff. The model is flexible, meaning that it allows room for
organizational and programmatic variations, to fit the model to each specific context.
The MIMNOE comprises a series of suggested measures for both levels of organizational

effectiveness. (Sowa et al, 2004; Treinta et al., 2020) .

Regarding management capacity, authors suggest that certain systems and management
practices are crucial in determining organizational effectiveness. These practices include
having a strategic plan and a formal mission statement, having a human resource system

or an IT system.

Management outcomes measures should allow the organisation to evaluate if

management capacity and structures and processes work well. To do so, it's important to
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examine the organisation’s financial health, including the stability of revenues and the

presence of financial surplus, as well as employee satisfaction, looking at the turnover.

Program capacity should be evaluated by considering the structures and processes

implemented, including technology use or resources provided.

Program outcomes should be evaluated with indicators that measure the degree of
achievement of objectives and program purpose, as well as with indicators that measure

client satisfaction.

This model reflects the multidimensionality of effectiveness, with an integrated

approach (Sowa et al, 2004; Treinta et al., 2020).

Social Return on Investment (SROI)
Looking at performance measures from the point of view of investors, some authors
mention SROI as a valuable model. This framework can be used to measure both social
and economic outcomes, considering the views of different stakeholders, by comparing
net benefits to the investment required. The framework was developed by the Roberts
Enterprise Development Foundations (REDF) with the aim to combine financial
sustainability with social good. The objective was to overcome the lack of appropriate
measures to assess the value created by NPOs, and attribute it to the philanthropic
donations and other funds that financed those impacts. (Emerson 2003; Emerson and
Mark 2000; Gair 2002; REDF 2012; Banke-Thomas et al. 2015; Treinta et al., 2020;
Mclnerney, 2021).

Authors argue that SROI has gained popularity with the advent of social venture
philanthropy. In this context, financial measures became the most important means of

comparison among social enterprises (Mclnerney, 2021).

According to the authors, there are three main benefits of using SROI (Mclnerney, 2021):
1. Objectivity: quantitative accounts of value appear objective to stakeholders and can
guide management in rational decision-making. However, this statement can be
criticized considering that quantitative measures only represent a selection of
measurable elements, focusing the attention on specific aspects of performance, lacking
a comprehensive view.

2. Calculability: quantitative accounts can be calculated and produce ratios that suggest
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the impact of donations.
3. Commensurability: quantitative accounts of value allow to make comparisons between

cases, allowing donors to evaluate the returns of different grants.

This model aims to measure both the economic value and social value generated by non-
profit organizations. The focus is both on how resources are transformed in products

and services and how this creates improvements for beneficiaries or society at large.

SROl is presented as a way to evaluate a social service activity during a time period that
can go from five to ten years. The model requires to calculate the amount of financial
resources (investment) that are needed for that activity and to analyse the capital
structure of the organization. The next step is identifying the different benefits, cost
savings and reductions in spending that are obtained as a result of that activity and
calculating their economic value in monetary terms. They are then discounted back to
when the investment began, with a discounted cash flow or net present value
methodology. Lastly, the socio-economic value is presented in terms of net present value

and SROI ratios.

Nevertheless, there has been some criticism about the applicability of the SROI in the
non-profit sector. There are considerations about the calculations of some ratios, such as
the Internal Rate of Return (IRR), that in the for-profit sector use market-based
valuations to determine actual monetary cash flows, and in the non-profit sector are
calculated with “assumed/imputed” values. Another important challenge is determining
the extent of the benefit that a specific NPO created for an individual beneficiary. Adding
to this, authors recognise the difficulties of evaluating different programs with similar
aims but different actions in a way that allows comparison. (Mclnerney, 2021; REDF |

Accelerating the Social Enterprise Movement, 2024).

Framework for measuring social performance
Another framework designed specifically for measuring performance of non-profit
organizations is the one proposed by Ebrahim A. and Rangan V.K in an article published

of the Working Paper Series of the Harvard Business School.

The authors view impact as a “logic chain of results”, a sequence where inputs and

activities lead to outputs, outcomes, and different societal impacts. In this view, non-
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profits use funds, tangible and intangible resources to conduct their activities, including
not only service delivery but also capacity building and policy dialogues. The immediate
results are the direct outputs of this process, whereas the medium- and long-term
results are the outcomes, such as improved living conditions. Societal impact is the
ultimate goal for NPOs, it refers to a sustained and significant change, driven by the
impact on the root causes that create the needs that the organization addresses (Bassi &

Vincenti, 2019).

According to Ebrahim A. and Rangan V.K there is no need to create indicators on every
step of this logic chain. Instead, when designing a performance measurement system, the
focus should be on aligning the structures for measurement with the organizational
mission. Each organization should focus on the goals that can reasonably be controlled
or influenced. For this reason, some organizations should focus on measuring short-term

results, whereas others should focus on long-term impacts.

They designed a contingency framework on a 4x4 matrix that can be used to assess the
types of results that should be measured. The vertical axis is about the link between
intervention and goals. The cause-effect relationship can be clearly defined and linear
(focused) or not well understood with different causal factors (complex). The horizontal
axis is about the operational strategy, which can involve a highly specific intervention
(focused) or a less specific intervention, with broad boundaries and many key functions

(complex). The matrix is shown in Figure 3.5.

According to where the organization is positioned, the authors suggest what to measure:
1. Niche Results: measure inputs, activities, and outputs. This is because long-term
results can’t be reasonably controlled, and it wouldn’t be useful to try to measure them.
2. Integrated Results: measure aggregate outputs, outcomes and in certain cases impacts.
3. Institutional Results: measure outputs and intermediate outcomes (influence).
Measuring impact would be better at network or coalition level rather than for single
organizations acting alone.

4. Ecosystem Results: measure outcomes and impacts. These organizations deal with
issues that involve multiple actors and interventions and results are often achieved in
synergy. It's usually not possible to attribute impacts to one single actor (Ebrahim A,

Rangan V.K. 2010; Bassi & Vincenti, 2019).
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Figure 3.5 | Contingency framework matrix

Focused Complex
Integrated Results
Theory of Change Niche Results * Service delivery (in health, education,
* Basic and emergency services, soup kitchens, | employment), immunization campaigns,
Focused crisis drop-in centers and Hotlines com-plex emergency services
* Measure inputs, activities, outputs » Measure aggregate oulputs, oufcomes,

and sometimes impacts

Institutional Results Ecosystem Results
Theory of Change + Change in societal norms and policies (on * Economic development, comprehensive
rights and freedoms, good governance, rural develop-ment and natural resource
Complex efficient markets) management, collaborative de-velopment
* Measure oulputs and “influence” (intermedi- * Measure outcomes and impacts
ate outcomes)

Source: Ebrahim A, Rangan V.K. 2010, p. 52

Despite not being very detailed about how to design and implement a PMS, this
framework could be a useful starting point, especially for organizations that struggle in

defining what to measure.

Social Added Value Evaluation (SAVE)
Building on the previous theory for defining social impact, Bassi A. and Vincenti V.
present another innovative theoretical framework for defining a set of measures to

evaluate the social added value of non-profit organizations (Bassi & Vincenti, 2019).

They define social impact as a lasting change that is generated by an organization though
its activities on the environment where it operates. This change can be influenced

directly or indirectly, and it can be intentional or not.

According to the authors, in the assessment of social impact, several aspects need to be
considered. It's important to verify how internal stakeholders perceive the necessity to
measure social impact, and if the evaluation process is implemented in an explicit or
implicit way, directly or indirectly.

Secondly, the reasons for implementing a PMS should be clear, whether they are

69



economic reasons related to accountability, political reasons related to legitimization
and public image, social reasons to evaluate relationships and partnerships, or ethical
reasons related to the ideological orientation od the organization.

The third aspect regards the level of analysis, the object and the results. The authors
define three possible levels: project level (micro), organizational level (meso) and service
or program level (macro). They also define two possible objects of analysis: processes
and products. Lastly, results can be tangible or intangible (outputs or outcomes).

Next, it's important to consider the subject that will conduct the assessment, internal or
external.

The fifth aspect concerns the timing of the assessment, conducting prevision analysis
before initiating a project, monitoring activities during its implementation or analysing
the effects after its conclusion.

Lastly, management need to choose an evaluation tool that fits the characteristics of the

organization (Bassi & Vincenti, 2019).

Bassi A. and Vincenti G. present their model for assessing social impact, SAVE, based on
four dimensions (Bassi & Vincenti, 2019).

1. Resources management. Concerning how the organization generates financial
resources and maintains its relationships with donors, and how it attracts human
resources.

2. Political and strategic planning. Concerning the governance and decision-making
process.

3. Activities and processes. Concerning the internal process through which the
organization provides goods and services.

4. Culture and values. Concerning the commitment to the values of the organization.

For each dimension the authors identified some key concepts that can be considered to

create a set of indicators.

These sub-dimensions for index construction are shown in Table 3.9.
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Table 3.9 | SAVE Guide for index construction.

Index Examples

Capacity to activate community resources (Donations);
Capacity to activate solidaristic resources (Volunteers);
Capacity of social reporting (accountability) (Social Report)

Index of Resources
Appropriateness

Capacity of members involvement; Implementation of other
tools of participation in addition to those established in the
by-law

Index of Internal
Democracy

Capacity of services planning; Capacity of services
monitoring; Capacity to communicate the results; Capacity of
users involvement; Capacity of users’ family involvement;
Capacity of other stakeholders involvement; Capacity to
adapt to the critical; Level of conviviality

Index of Relational
Operational Capacity

Capacity to develop networks; Generative capacity;
Index of Social Impact | Promotional capacity; Innovative capacity; Degree of
involvement in the social policy planning at the local level

Source: Bassi A. and Vincenti G. (2019)

The model has been tested by implementing it in three Italian cooperatives. It allowed
the authors to do a comparison between these cases, identifying the particular

characteristics of each cooperative (Bassi & Vincenti, 2019).

Net Benefit Index (NBI)
The Net Benefit Index is another tool specifically designed for non-profit organization.
Hager and Brudney (2004, 2005) developed it to assess volunteer programmes,
evaluating both benefits and challenges. The authors identified two possible uses for the
NBI: first as a model for systematic programme evaluation, in the context of
organizational assessment, and second as tool to benchmark and compare volunteer

programmes in the non-profit sector. However, they only tested the second use (Cordery

etal., 2015).
The concept behind the NBI is fairly simple and it is based on the equation:

NBI = (Benefits) - (Challenges)
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[t assesses if the benefits of a certain volunteer programme are greater than the
challenges. To guide organizations in quantifying the benefits and challenges, Hager and

Brudney have prepared a Worksheet, which is presented in Figure 3.6.

Figure 3.6 | NBI Worksheet

To what extent do volunteers provide benefits to your To what extent are the following issues a problem for
organization? (Check the appropriate box) your organization? (Check the appropriate box)
Great Moderate Not Big small Not a
extent extent at all problem problem problem
Cost savings O O O Recruiting sufficient O O O

number of volunteers
More detailed attention O O O
to the people you serve Recruiting volunteers with 0O O O
the right skills or expertise

Increased public support for

your programs, or improved O a O Recruiting volunteers available 0 0 O
community relations during the workday
Increased quality of services Indifference or resistance on

o O O ]

the part of paid staff or board [J O O
members toward volunteers

or programs you provide

Capability to provide services

or levels of services you O O O Lack of paid staff time to

otherwise could not provide properly train and supervise Oa O |
volunteers

Access to specialized skills

possessed by volunteers, Lack of adequate funds for

such as legal, financial, O O O supporting volunteer O O O

management, or computer involvement

expertise
Regulatory, legal, liability

Add up number of checks: | | | | | | constraints on volunteer O O O
involvement

(get out your calculator!) x2.666 x1.333 x0

Volunteers' absenteeism,

Benefits Index: | |=| | + | |+ | | E;{]?{isa::lasgrpkc;ga\?;grk

Box A Add up number of checks: | | | | | |

x2 x1 x0

Box A Box B: Net Benefits . - | ‘ | | | |
Horenn Challenges Challenges Index: | | +* +

Box B

Source: Hager and Brudney (2004, 2005)

Organizations are presented with a list of six benefits and eight challenges derived from
the literature. They have to define to which extent each statement provides benefits (left
side of the Worksheet) or issues (right side) to the organization. To calculate the total
score, organizations need to add up the checks for each column and multiply the result
by the weights provided. The last step is deducting the score for the challenges from the

score for the benefits, obtaining the net benefits.
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Hager and Brudney tested this tool on 3.000 charities and congregations, by surveying a
single representative in each organisation. However, multiple views on the programme
from within each organisation would be important.

Cordery et al,, (2015) explored this issue by testing the tool interviewing multiple
members of the staff and volunteers in two case studies. The authors suggest that there
could be tensions between volunteers and paid staff and that collecting answers from
multiple views can bring insight into the real perception of volunteer programmes
within an organisation.

In the first organisation they collected 240 replies from volunteers (49% of volunteers)
and 13 from staff (46% of staff members). In the second organisation they collected 109
responses from volunteers (25.9% of volunteers) and 28 from staff (30.1% of staff).
They concluded that the research provided valuable feedback to organisations about the

internal dynamics between volunteers and staff.

Overall, authors agree that one of the strengths of the Net Benefit Index is the ease of
calculation. If properly used it can be a valuable tool to assess volunteer programmes

and highlight potential issues between staff and volunteers.

The Performance Prism
Some authors also mention the Performance Prism developed by Neely et al. (2002). It’s
a model that adopts a stakeholder view to identify the drivers of performance. According
to the authors, there are many stakeholders that play an important role in an
organization and managing relationships with them is a key for success. The tool was
developed to be used in different types of organizations, including for-profit and non-

profit organizations (Treinta et al., 2020; Dimitropoulos et al., 2017).
The Performance Prism has been designed with 5 linked “facets”, as shown in Figure 3.7.

1. Stakeholder satisfaction. This facet focuses on identifying stakeholder groups, their
wants and how important they are for the organization.

2. Stakeholder contribution. This facet focuses on identifying what the organization
expects from its stakeholders.

3. Strategies. This facet is related to defining how to achieve goals, establishing what
strategies can be implemented to make sure that the wants identified in the first two

facets are satisfied.
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4. Processes. This facet is about analysing if the organizations has implemented the right
processes to support its strategies.
5. Capabilities. This facet is about the elements that enable the process to function,

including people, technology, practices and infrastructure.

When the prism is designed, organizations can assign key measures to each facet.

Figure 3.7 | Performance Prism facets

Figure 3.7
Performance Prism facets
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Source: Neely et al. (2002)
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4. CASE STUDY: FONDAZIONE CESVI

4.1 Cesvi’s performance measurement system

The purpose of this case study is to explore the performance measurement practices
within a non-profit organization based in Italy, with a qualitative approach. The analysis
was conducted through the review of the organization’s most recent annual report and
financial statements (FY 2022). These documents allow to identify the organization’s
PMS characteristics, such as the focus on certain performance areas, the types of

measures used and the aim of the system.

The subject matter of the research is Fondazione Cesvi, a non-profit organization that

operates worldwide pursuing activities of humanitarian aid and development.

The organization has a defined system, based on a qualitative and quantitative approach.
With regard to the quantitative approach, the defined measures are calculated every
year, allowing the organization to do a trend analysis, which is presented in the annual

reports. The quantitative analysis is accompanied with narrative reporting.

The system is not based on an established existing framework, but it does follow the
logic of some of the frameworks discussed in the previous chapters and it presents some

common characteristics.

The system was created around the complex structure of interventions that the
organization pursues. A key step in building the system was clearly identifying the
strategy and the objectives with a top-down approach. Starting from the overall mission
level, moving down to the strategy of each field of intervention and then to the objectives

of each program.

The key areas of intervention are: health, rural development, civil society and governance,
inclusive and sustainable development, and protection. The organization also
distinguishes between two types of intervention: development and humanitarian
emergency. This classification is used to identify the objectives pursued in the countries

where the organization is active.

Financial performance and impact:
Financial performance is investigated through the analysis of the collection and

investment of funds.
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Measures adopted to analyze fund collection include:

- Total collected funds (in euros) and total value of in kind contributions (in euros).

- The percentage of funds collected from private donors and the percentage of funds from
institutional donors abroad. These two measures are meant to show the independence
and internationalism of the organization.

- The efficiency of fundraising campaigns, measured as the incidence of fundraising

outlays on total private donations for campaigns.

The organization also compares funding sources over the years, calculating the
percentage of funds from private donors, from companies and foundations, from Italian
government bodies, from international organizations (including international
government bodies, intergovernmental organizations and international agencies), from
the European Union, from the United Nations and from local bodies. Results for the
financial year 20223 are presented in Figure 4.1. These measures allow the organization
to analyze the differentiation of its funding sources, crucial for long-term financial

stability.

Figure 4.1 | Funding sources
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Source: (Fondazione CESVI, 2023)
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Measures adopted to analyze fund investment include:
- Total financial outlays for institutional activities (in euros).
- The efficiency of investments, measured through the percentage of outlays for

institutional activities, for fundraising and for general supporting activities.

Investments are also analyzed considering the organizations’ presence in the world:

- The n. of countries where the organization operates, n. of projects, n. of overseas offices
and n. of local partners;

- The local rooting index, the percentage of local staff involved with the organization’s
activities, compared to the organization’s expatriate staff. This index is a way to
showcase the local impact, considering that over the past three years the local staff has
represented between 93-95% of all staff;

- The outlays per geographical area, which are analyzed considering three measures. The
percentage of outlays for each geographical area (Sub-Saharan Africa, Middle East and
North Africa, Latin America and the Caribbean, Europe, and Asia). The percentage
change in contribution to total outlays by geographical area. The change in project

outlays by geographical area.

Lastly, investments are analyzed following the complex structure of interventions
pursued. The outlays per type of intervention and key sector are analyzed in terms of
investment and in terms of beneficiaries. The organization creates a visual chart to
compare the outlays on the basis of type of intervention and the outlays by key sector. On
one hand, the organization calculates the percentage of investment in humanitarian vs
development setting, and on the other hand, the percentage of investment in each key
sector. Similarly, the organization calculates the percentage of beneficiaries for the
humanitarian and development setting, as well as the percentage of beneficiaries in each
key sector. The key sectors include: the healthcare sector (including primary healthcare,
maternal health and nutrition), the rural development sector (including food security
and agriculture, water and sanitation, and value chains), the civil society and governance
sector (including policy development, civil society strengthening, disaster risk
management, education and awareness), the inclusive and sustainable growth sector
(including environment protection and human settlement livability - shelter assistance,

waste management, livelihood support, employment and income generation), and the
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protection sector (protection and promotion of the rights of children, youth and women,

and human rights in general).

Figure 4.2 | Investment vs beneficiaries per type of setting and key sector.
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Source: (Fondazione CESVI, 2023)

The organization also keeps record of the numbers by single country of intervention.
Calculating total direct beneficiaries (with a distinction between female adults, male
adults, non-binary adults and children), number of projects and total project outlays (in
euros). For each country the organization also identifies the type of setting/s

(humanitarian or development) and the key sector/s related to the projects.

For each intervention type the organization analyses the effects of its main projects.
According to Cesvi, key aspects to consider when evaluating its humanitarian response
are: the timing, the multi-sectoral approach, and the ability to cooperate with local
organizations, network with other international organizations and participate in

coordination groups.

For each field of intervention, the organization identifies its main objectives. Then, for
each program, specific objectives are defined, as well as target groups and a set of

different measures.

The following Table 4.1 presents the strategic objectives that the organization has

identified for each field:
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Table 4.1 | Cesvi's Strategic objectives

Rural development: financial inclusion; livelihood diversification; improved
agricultural productivity and market orientation; social cohesion and local

governance.

Civil Society and Governance: civil society mobilization; accountable institutions
engagement; Civil Society Organizations ad Community-based Organizations

strengthening.

Protection: empowerment of people at risk; strengthening of families; activation of

communities; policy change support.

Inclusive and sustainable growth: boosting entrepreneurship; supporting
employment creation; increasing the quality of life in human settlements; promoting

environmentally sustainable natural resource management.

Health: strengthening healthcare systems, by ensuring continuity of care and taking in
consideration social aspects of health and needs of local communities; reducing
mortality and improving health conditions (response to epidemics and pandemics,

assistance to women and children from pre and postnatal phase to 5 years old).

Source: (Fondazione CESVI, 2023)

The following Table 4.2 presents the objectives, target groups and measures defined for

the programs analyzed for the FY 2022:

Table 4.2 | Objectives, target groups and measures

Program Objectives Target groups Measures

Rural development

1. Food 1. Nutrition- Refugees in - N. of beneficiaries (n. of
assistance centered programs. | Palabek males and n. of females).
program 2. Market

(Uganda) strengthening.

3. Promotion of
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highly nutritional
livelihood means.
2. Covid-19 1. Locally rooted Unemployed young | - N. of beneficiaries of profit-
economic projects. women and men, generating activities.
recovery 2. Support to ethical | previously working | - N. of indirect beneficiaries.
project entrepreneurship. in the touristic - N. of people who have started
(Myanmar) 3. Rural sector, affected by | agricultural and non-
development with COVID-19. agricultural micro-businesses.
sustainable and One association of | - N. of members of the local
inclusive growth. local producersin | Climate Smart Agriculture
rural and Development Association who
peripheral areas have improved their technical
and administrative skills
Civil Society and Governance
1. Raising 1. Raise awareness Students and - N. of beneficiaries of actions
public on citizenship young people, activated by young people.
awareness on topics, promote national small - N. of people activated as part
development critical organizations of the proposals by the
issues and understanding and | working in the financed bodies.
promote global | the mobilization of | educational and - N. of territorial activation
citizenship civil society on 2030 | environmental events to create spaces for
education Agenda and the sustainability dialogue between local
(Italy) SDGs. sectors administrations and activated
2. Encourage citizens
students, young - N. of Italian third sector
people and adults to entities that took advantage of
be more responsible an accompaniment and
and active through capacity building course
their involvement in managed by
initiatives.
3. Support citizens
to be more active at
local, national, and
international level,
and promote
inclusive and
sustainable policies.
2. 1. Enhancing the Communities at - N. of HHs served with cash
Strengthening | preparedness of risk of multi- assistance
disaster local authorities for | hazard disasters - N. of community
preparedness effective (floods and representatives and hired for
system implementation of cyclones). the piloting of the Impact-
(Pakistan) risk-informed Local committees based Forecasting exercise
anticipatory actions. | and local
2. Enhancing the authorities.
existing Coordination
Management among multiple
Information System | players for social
(MIS). protection.
3. Public awareness
of DRR by
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disseminating
critical early
warning messages
to communities at-
risk.

3. Towards
social inclusion
in community

1. To develop
innovative tools for
awareness and

Communities at
risk of
displacement.

- N. of families subject to a
study on their socioeconomic
condition

development information Local committees - N. of community profiles
(Palestine) dissemination. of civil society defined to identify their needs
2. Technical support | representatives - N. of 3D websites launched
and studies on wash | and grassroots
and waste. players of
3. Data collection Community-Based
and participation of | Organisations,
civil society local associations
representatives and | and NGOs
grassroots players.
Protection
1. Programme 1. Promotion of Vulnerable - N. of minors and parents

of prevention
and contrast to
neglect and
abuse of
children (Italy)

resilience processes
of vulnerable
families.

2. Specific training
to prevent neglect
and maltreatment.
3. multi-stakeholder
approach.

children and
families; civil
society
organizations, local
communities,
professionals and
entities of the
public and private
sector

supported in socio-educational
activities

- N. of citizens involved in
information and awareness
events

- N. of operators trained on
issues related to the
prevention of child abuse

- N. of professionals involved in
drafting a shared local strategy

2. Multisectoral
humanitarian
assistance
(Venezuela)

1. Case management

services for at risk
cases, GBV survivors
and victims of
trafficking and of
Sexual and
Reproductive Health
Services.

2. Improvement and
management of safe
spaces for the
protection and care
of GBV and for

victims of trafficking

Survivors.

3. Prevention
strategies to reduce
GBV and protection
risks (information,
awareness,

Vulnerable people
affected by
socioeconomic
crisis and internal
conflicts, in
particular women
and girls exposed
to or at risk of
violence,
trafficking, and
their children.

- N. of beneficiaries reached
through case management and
outreach services

- N. people who have used
protection services

- N. of minors reached by case
management and outreach
services

- N. of beneficiaries who used
sexual and Reproductive
health services emergency
material support
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counselling

support).
3. 1. Improved Vulnerable women | - N. of members of the host
Strengthening | protection capacity | and girls (GBV community, refugees and
community of women survivors | survivors or those | displaced persons made aware
response and or those at risk of atrisk of GBV) by campaigns on gender
protection gender-based from hosting, equality issues
serviced for violence by displaced and - N. of women and girls, GBV
woman and girl | facilitating their refugee Cases, who received case
survivors (Iraq | access to quality communities. management, legal and MHPSS
and Iraqi integrated services. | Frontline services
Kurdistan) 2. Strengthening of | employees who - N. of women and men
community network | provide protection | members of civil society
of civil society services for GBV organizations who attended
organizations survivors involved | the GBV training courses
engaged in activities | in capacity - N. of women and men,
in response to building. frontline operators from
gender-based Community Civil DCVAW, DOLSA, Nawa shelter
violence Society members and CESVI Mobile team
and community participated to training
members (medical | courses
staff, police etc.)
that will acquire
skills in
dentification,
management and
follow-up of cases.
4. Cesvi’s 1. Need-based Refugees, asylum - N. of people supported with
protection programming. seekers and cash assistance for protection
program 2. Coordination with | migrants as well as | related needs
(Libya) local and Libyan internally - N. of children supported with
international displaced people alternative care and nonformal
players. and local and formal education solutions
3. Tailored and community - N. of at-risk individuals
inclusive service members in need benefited from GBV and CP
provision of assistance. (Child Protection) case
management
- N. of children with
psychosocial support (at
individual and group level)
- N. of children supported
financially to enroll in public
schools
Inclusive and sustainable growth
1. Program for | 1. Achievement of UFM and young - N. of migrants involved in the

the protection
of
unaccompanied
migrant
minors, new
adults and

independence in
moving around and
using services.

2. Construction of
personalized
training and work

adults who have
faced a migration
path to reach Italy,
refugees fleeing
wars, families from
different

program
- N. of beneficiaries introduced
in the host community (school
enrolment,

inclusion in recreational
activities, IT support for
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refugee
families (Italy)

pathways.

3. Inclusion in host
communities and
housing placement.

backgrounds
hosted in
Reception and
Integration System.

parents)
- N. of training-work paths
activated

2. Increase 1. To develop and SMEs with a - Percent of social enterprises
opportunities upscale innovative positive social led by young beneficiaries who
and capacities | social impact impact MFIs. reported an increase in their
of youth initiatives. Youth led social operational and financial
entrepreneurial | 2. Delivery of initiatives capabilities
initiatives tailored training - N. of trained young leaders of
(Lebanon) courses and capacity civil society organizations/
building activities to social enterprises
youth - N. of social enterprises have
entrepreneurs, SEs received grants
and MFIs. - N. of initiatives and
3. Technical, knowledge sharing events
business organized
development and - N. of awareness campaigns
financial support to
SEs.
3. Ecological 1. Strengthening of | 30,000 inhabitants | - N. of representatives of

valorization of
resources and
development of
sustainable
economies in
the Peruvian
amazon (Peru)

Amazonian walnut,
cocoa and coffee
value chains.

2. Protection of the
environment.

3. Focus on circular
economy grants and
projects

of the districts of
Santa Ana, Quinbiri
and Pichari of the
province of La
Convencioén, Cusco
region;

the districts of
Santa Rosa and
Ayna, La Mar
province, of the
Ayacucho region;
and the provinces
Tahuamanu and
Tampobata of the
Madre de Dios
region

medium and small enterprises
of the sustainable tourism
sector improve their
knowledge;

- Percent of proposals for
environmental tourism and/or
maintenance of permanent
forests that develop synergies
with other entities

- N. of medium and small
enterprises who develop more
sustainable value chains and
make sustainable use of
natural capital

4. Sustainable
integrated
landscape
management Of
the

Gonarezhou
national park

1. Local
stakeholders’ and
communities’
engagement.

2. Sustainable
investments.

3. Protection of

The Gonarezhou
National Park, the
Malilangwe Wildife
Reserve and the
communities of the
areas bordering
the National Park

- N. of households
neighbouring the Gonarezhou
National Park targeted by the
community based NRM
activities

and biodiversity Gonarezhou,
surrounding totaling 16,544
communities households.
(Zimbabwe)

Health

84




1. Health and
nutrition
(Somalia)

1. Prevention &
treatment of
malnutrition.

2. Screening and
integrated packages
for maternal,
reproductive,
neonatal and infant
health.

3. Raising awareness
of the community.

The most
vulnerable
communities in
southcentral
Somalia, with a
specific focus on
women and
children

- N of children received
medical consultation

- N. of women received medical
care and pre/postnatal care

- N of children affected by SAM
(Severe Acute Malnutrition)
treated thanks to Plumpy 'Nut
(ready-to-use therapeutic
foods)

- N. of children vaccinated

Source: (Fondazione CESVI, 2023)

Accountability to stakeholders:

A crucial role in Cesvi’s PMS is given to stakeholders, making the annual report the

practical mean to demonstrate accountability.

The following Figure 4.3 is a representation of the organizations’ main stakeholders:

Figure 4.3 | Main stakeholders
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International
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Source: (Fondazione CESVI, 2023)
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The most important stakeholder group is considered to be people in need. As a matter of
fact, most of the measures associated with the programs are focused on the beneficiaries

of the projects, measuring aggregate outputs.
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Another key stakeholder group is represented by partners. The organization has many
partnerships at different levels, and it prioritizes diversification to ensure synergies and
collaboration. To analyze this aspect, partners are categorized by type and region, results

for the financial year 2022 are presented in Figure 4.4.

Figure 4.4 | Partners by type and region
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Source: (Fondazione CESVI, 2023)

Human resources are also considered to be an important stakeholder group. There are
different measured adopted to analyze the development over the years of human
resources. The organization keeps track of the gender and the average age,
distinguishing between total staff in HQ, international staff and all national collaborators
in the countries of intervention. Cesvi also keeps track of the seniority of its staff,
recording the percentage of staff who have been collaborating with the organization for
0-to-3 years, 4-to-10 years and more than 10 years, again distinguishing between HQ
staff and international staff. Other relevant measures include the educational level
(percentage of PHD, diploma, master’s degrees and bachelor’s degrees), as well as the
knowledge of languages (mainly English, French and Spanish). The organization also
measures the percentage of the types of contracts of collaboration and the percentage of
staff per department, which are shown in Figure 4.5. In its annual reports Cesvi also
communicates its remuneration structure, showing the average values of gross salaries

by professional profile and by employment level.
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Figure 4.5 | Human resources indicators: contracts and staff per department
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Other measures that are considered to be fundamental are related to the number of
hours that human resources spend in mandatory training (including training at the start
of the collaboration, both for expatriate staff and HQ, training for interns and safety in
the workplace training), as well as follow-up training for the development of hard and
soft skills (including HQ and abroad staff, both national and expatriate). For each type of
training, the number of people attending is also recorded. According to the organization,
continuous training is important to stimulate motivation, boost skills, and increase
satisfaction, cohesion and employee loyalty. Training is also a mean to showcase the

organization and make it more attractive for external talents and professionals.

Lastly, donors are considered a key stakeholder group. Cesvi keeps track of individual
donors, as well as institutional and professional donors, such as European Union bodies,
Ministries and cooperation agencies, UN agencies, trust funds, Italian local bodies,
corporate partners, other foundations, international NGOs, institutions and associations.
The organization is also part of a network of 7 European NGOs, similarly committed to
humanitarian aid and cooperation. With regard to this alliance Cesvi measures the n. of

countries of intervention, the total funds invested and the number of joint projects.
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4.2 Findings

The aim of this research was to investigate the implementation of the performance
measurement system in the case of Fondazione Cesvi. Like many organizations included
in the empirical analysis of the papers throughout this research, Cesvi operates in
different fields of social services and in different countries around the world. This
operating structure makes the organization an interesting subject to analyze how
performance measurement systems can be adapted to the complex context of nonprofit

organizations.

As mentioned in previous chapters, along with the social orientation, financial
restrictions are a central characteristic of nonprofit organizations. Many authors
mention a downturn in aid from institutional donors, and this was proven to be true for
Fondazione Cesvi, as shown in figure 4.6, especially with regard to aids from the
European Union and from local bodies, even though aids from Italian government bodies

have increased in the past years.

Figure 4.6 | Funding from institutional donors - 2022 vs 2021

GENERAL INTEREST OUTLAYSAND | PROCEEDSAND |  SURPLUS/ OUTLAYSAND | PROCEEDSAND |  SURPLUS/
ACTIVITY C0STS2022 | REVENUES2022 | DEFICIT 2022 C0STS2021 | REVENUES2021 | DEFICIT 2021
Projects

Self-financed 2,192,704 - 2,192,704 764,800 229794 535,006
Companies and Foundations 7,505,311 7,806,511 301,200 7180,279 7432,055 251,776
'B”;sirg‘f“o”a' (sEmment 1,945,471 2,089,187 143,716 2,361,051 2,535,533 174,482
g‘:gigi‘;ﬂg;”f“ta' 64,940 65,264 %4 105,289 105,289 -
International Agencies 168,217 171,251 3,034 1,064,937 316,572 748,365
United Nations 6,306,873 6,706,083 399,210 5,942,587 6,303,727 361,140
European Union 5,716,448 5,900,851 184,403 12,237,360 12,561,861 324,501
Italian Government Bodies 5,101,293 5,358,501 257,208 2,276,892 2,381,871 104,979
Italian Local Authorities 683,670 683,670 - 2,542,263 2,542,263 -
Total value of Projects 29,684,927 28,781,318 -903,609 34,475,458 34,408,965 -66,493

Source: (Fondazione CESVI, 2023)

Despite this, the organization has been able to maintain funding diversity, which has

allowed it to build its autonomy and long-term financial independence, reducing the risk
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associated with external funding. Cesvi’s measures related to funding sources are an

essential element for its performance measurement system.

Another fundamental NPO-characteristic that was taken in consideration when building
the PMS is accountability to stakeholders. Like in many frameworks introduced by the
literature, the organization has a defined set of key stakeholder groups (beneficiaries,
partners, human resources and donors).

The attention to donors and partners is fundamental for the development of the
operational network of the organization. The organization testifies its dedication to
cooperation in a narrative form, including cooperation with other international
organizations, as well as local bodies where projects take place.

With regard to human resources, Cesvi presents a series of interesting measures to
capture the investments made. The indicators showcase the organizational culture and
the dedication to learning and growth, as well as the importance of employee loyalty and
commitment. This is a decisive element in the non-profit environment, since
employment contracts are not always stable.

With regard to beneficiaries, the focus on them is clear when defining the measures
related to project-objectives. The wide variety of indicators chosen by the organization is
a signal of the impact that Cesvi has on the people that receive its support. We can notice
that all these measures are associated with specific projects, meaning that the
organization has to define a set of measures for each of its main projects. As authors
sustain, defining what to measure is one of the main challenges that NPOs face when
designing a PMS. In the case of Cesvi, the organization choses simple indicators (such as
“N. of beneficiaries” for the main services that it provides). These measures focus on
outputs, as measuring outcomes and long-term impact is hardly possible and could
require an important investment of time and resources. We can observe that since the
indicators are connected to the strategy and objectives of each project, there aren’t any
cohesive non-financial measures that can be associated with the organization’s general
strategy, or at least with the strategy that is identified for each field. This is compensated
with the financial measures, which allow the organization to clearly show where funds
come from and where they are invested. The categorization of investments by type of
intervention, field of intervention and by single country gives a clear view of the strategy

and how it is pursued.
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Overall, the organization’s performance measurement system is a good communication
tool, linking mission, strategy and projects through the employment of resources.
Looking at traditional frameworks like the Balanced Scorecard, in the context of
nonprofits, we can observe that the most common “perspectives” of focus are all taken in
consideration, including the financial dimension, the stakeholders’ dimension, and the
learning and growth dimension. The process of designing the system, on the other hand,
is adapted to the context of the organization and to the resources that are dedicated to

the PMS.
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5. CONCLUSIONS

Non-profit organizations operate in complex environments while facing different
challenges that stem from their specific characteristics, including the social orientation
and dedication to their mission and the benefit of society, their financial restrictions and
the dependence on external funding sources, as well as the increasing pressure to

demonstrate accountability and legitimacy.

Our findings show that all these factors impact the design and implementation of a
performance measurement system. The literature suggests a series of possible
frameworks and models that can be adapted to suit the sector, by taking these
characteristics in consideration. The case study conducted within this research shows
that these frameworks, and the balanced scorecard in particular, can guide organizations
in creating their own system, by adjusting the models according to their needs. The key
steps are related to the clear definition of strategic objectives pertaining to the mission,
and the definition of appropriate specific measures and targets. Despite the challenges,
creating a performance measurement system that links strategy to specific program-
based objectives can be an opportunity for nonprofit organizations to improve their

performance and ultimately move towards their mission.

Like all studies, this research presents some limitations. Conducting a qualitative case
study allowed us to gain in depth knowledge regarding the design and implementation
of the PMS of a non-profit organization based in Italy, but limitations apply to the

generalization of results.

Future research should focus on expanding the analysis to a larger number of
organizations, to be able to better compare results between different nonprofits,
considering how size, fields of activity and other factors impact performance

measurement systems.
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