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Organizations with social missions, such as nonprofits and social enterprises, are under growing pressure to
demonstrate their impacts on pressing societal problems such as global poverty. This article draws on several
cases to build a performance assessment framework premised on an organization’s operational mission, scale,
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The world of nonprofit organizations, philanthropy, and social enter-
prise has been preoccupied with two powerful mantras in recent
years. Since the early 1990s, the refrain of “accountability” has been
ascendant, with funders, taxpayers, concerned citizens, and clients

demanding that nonprofits be more transparent about their fundraising and
spending, how they are governed, and what they have achieved with the resour-
ces entrusted to them.1 A more recent manifestation of this discourse has centered
on the mantra of “impact,” or demonstrating results in addressing complex social
problems such as poverty and inequality.2 This attention to impact, following on
the heels of accountability, is mainly driven by funders who want to know
whether their funds are making a difference or might be better spent elsewhere.
It is also driven by an increasing professionalization of the sector, which has led
to the emergence of common administrative norms including the use of creden-
tialed experts such as auditors and evaluators.3

In this article, we identify key developments around impact measurement
and their implications for performance management in social sector organizations.
By social sector, we refer to organizations driven primarily by a social purpose,
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such as nonprofit or nongovernmental organiza-
tions and social enterprises. We offer a framework
for determining which kinds of measures are
appropriate, as driven by the mission and goals
of the organization. Our normative argument is
that it is not feasible, or even desirable, for all
organizations to develop metrics at all levels of a
results chain, from immediate outputs to long-

term societal impacts. The more important challenge is one of alignment: design-
ing metrics and measurement systems to support the achievement of well-defined
mission objectives. Measurement efforts extending beyond this frame are a dis-
traction from the operational work of the organization. Often, it is the funder,
who sits at a higher level in the social sector ecosystem, that will have a broader
and more integrative perspective on how the work of several implementing
organizations fits together to advance systemic goals. Such impact is better mea-
sured at the funder level, leaving the individual organizations to do what they
do best—focus on their more specific missions.

The Current State of Social Performance Measurement

Much of the literature on the topic of performance in the social sector is
under-theorized and in need of conceptual framing. As a result, the bulk of the
material we cite below is not from academic journals; instead, it is taken directly
from practice—from influential think tanks, government agencies, funding organ-
izations, and prominent consulting firms that are shaping the practice of social
performance. The academic literature in nonprofit studies, philanthropy, and
management lags behind in providing theoretical and analytical insights to this
burgeoning field (see Appendix 1 for a summary of the diverse approaches to
social performance measurement). Second, because of the vastness and diversity
of the social sector, we focus our discussion on organizations working broadly in
the field of human services, public benefit, and poverty alleviation. In 2010, there
were roughly 300,000 such organizations in the United States alone, accounting
for roughly $500 billion in revenues. We leave out a discussion of organizations
primarily engaged in advocacy (such as human rights and environmental policy
organizations) or the arts and culture (such as museums, symphonies, and dance
companies), where we believe the measurement of performance is even more
complex and nuanced.

The most widely advocated set of approaches to social performance mea-
surement involve an assessment of impacts or results, which are broadly labeled
as “impact evaluation” and “outcome measurement.” Such assessments are often
conducted after program implementation is complete and are driven primarily by
funders such as foundations and governments: Has the program reduced poverty?
Has it improved health outcomes? Has it placed trainees in permanent jobs, and
thereby increased their lifetime earnings potential? They involve a range of meth-
odologies drawing on benefit-cost analyses, summative evaluation, and experi-
mental methods such as randomized control trials.
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The term “impact” has become part of the everyday lexicon of social sector
funders in recent years, with frequent references to “high-impact nonprofits” or
“impact philanthropy” and “impact on steroids.”4 But the term impact has not
been consistently defined. An established literature in international development
and evaluation often uses the term to refer to “significant or lasting changes in
people’s lives, brought about by a given action or series of actions.”5 More
recently, impact has also come to be associated with results that target the “root
causes” of a social problem.6 Others use impact more narrowly to refer to an
organization’s specific and measurable role in affecting a social result (attribution)
requiring a counterfactual for assessment.7 In this article, we distinguish between
outcomes and impacts, with the former referring to lasting changes in the lives of
individuals and the latter to lasting results achieved at a community or societal
level. Attribution remains a challenge regardless of whether one is assessing out-
comes or impacts.

Many frameworks for measuring social performance employ a “results
chain” or “logic model,” which has its roots in the evaluation of programs and
projects, and was originally developed for the United States Agency for Interna-
tional Development (USAID) in the late 1960s.8 Table 1 shows the key compo-
nents of the basic logic model—inputs, activities, outputs, outcomes, and
impacts—and includes examples of the types of measures typically included under
each step. Through their adoption and dissemination by program evaluation spe-
cialists, logic models have emerged as a primary means through which social sec-
tor organizations identify impacts and other performance metrics.

Funding organizations—from philanthropic foundations and governmental
agencies to impact investors—increasingly expect the organizations they support
to measure their outcomes and impacts. However, the evidence on whether out-
come measurement has led to improved performance is mixed. A study of thirty
leading U.S. nonprofits found that measurement was useful to the organizations
for improving outcomes, particularly when they: set measurable goals linked to
mission (rather than trying to measure mission directly); kept measures simple
and easy to communicate; and selected measures that created a culture of
accountability and common purpose in the organization, thus helping to align
the work of disparate units and chapters.9 The United Way of America, which
was one of the first national agencies to ask members of its network to distinguish
between outputs and outcomes, showed gains in effectiveness among 391 agen-
cies that it surveyed in 2000. It reported that an overwhelming proportion of its
partner organizations found outcome measurement useful for communicating
results and identifying effective practices (84-88%), as well as for helping to
improve service delivery of programs (76%). However, the results were not all
positive: a significant number of agencies reported that implementing outcome
measurement has led to a focus on measurable outcomes at the expense of other
important results (46%), has overloaded the organization’s record-keeping capac-
ity (55%), and that there has remained uncertainty regarding how to make pro-
gram changes based on identified strengths and weaknesses (42%).10

Foundations, too, have a mixed record of using impact assessments and
evaluation in their decision making. In an analysis of evaluation methods used
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by philanthropic foundations over three decades since the early 1970s, nonprofit
historian Peter Dobkin Hall has argued that such evaluations lack rigor, and that
key decision makers are often indifferent to the findings.11 Others have suggested
that philanthropic giving is often motivated by the expressive interests of donors
and not necessarily by evidence of what works and what doesn’t.12 Many founda-
tions continue to struggle with how to integrate a range of measurement approaches
into their decision making. A 2007 survey of emerging approaches to evaluation
in philanthropy pointed to a “shift from the use of evaluation to measure the impact
of past grants and toward a more timely and pragmatic process of gathering forward-
looking information that will enable both grantors and grantees to make ongoing
improvements in their work.”13 The report found this tension to be fairly common
in foundations, motivated on one hand by a need to identify the long-term outcomes
and impacts of past projects, while also seeking more flexible and timely sources of
data to help with present performance.

In recent years, however, there has been considerable progress in develop-
ing measurement and evaluation methods with numerous approaches being
developed by prominent consulting firms (see Appendix 1), as well as a more
deliberate emphasis on measurement by foundations and impact investors. These
include not only established philanthropic institutions, such as the William and
Flora Hewlett Foundation, the Edna McConnell Clark Foundation, and the Rock-
efeller Foundation, but also a number of relatively young entrants to the funding
field—The Bill and Melinda Gates Foundation, Robin Hood Foundation, and Acu-
men Fund, to name just a few—that have advocated for an explicit emphasis on
measurement and the development of standardized metrics.14

At the same time, a chorus of skeptical voices, particularly from practitioners,
has suggested that while impact and outcome measurement appears to be “a good
tool to help funders see what bang they’re getting for their buck,” it runs the risk
of being counterproductive in the long run, both by drawing precious resources away
from services and by putting too much emphasis on outcomes for which the causal
links are unclear, thus reflecting more of an obsession with institutional expectations
of accountability to funders than an interest in actually finding ways of improving
services and results.15 Other practice-focused studies have also concluded that in
the end, a project’s success had less to do with whether measurement systems were
developed and more to do with “whether the organization was able to create a
culture that valued the process of self-evaluation.”16

In short, this practitioner-based literature suggests that outcome and
impact measurement are undertaken for multiple purposes, including evaluating
effectiveness, satisfying external accountability expectations, and guiding organi-
zations in improving their actions. However, for all the intended benefits, their
adoption does not necessarily improve outcomes, impacts, or decision making.

What to Measure? A Performance Framework for Operating
Organizations

Conventional wisdom in the social sector suggests that one should measure
results as far down the logic chain as possible, to outcomes and societal impacts.
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This expectation is based on a normative view that organizations working on social
problems, especially if they seek public support, should be able to demonstrate
results in solving societal problems. Yet it is worth considering whether, and to
what degree, such measurement makes sense for all social sector organizations.

For instance, many international NGOs—such as the Red Cross and Doc-
tors Without Borders—are engaged in emergency relief work. Measuring the
work of such organizations is conceptually fairly straightforward: count the time-
liness and delivery of emergency supplies such as tents, food, water, and medical
supplies, as well as the numbers of people reached. Emergency relief is thus typi-
cally measured in terms of activities and outputs. While it is a complex activity,
requiring highly sophisticated coordination and logistics management capabilities,
it is focused on meeting immediate survival needs rather than long-term develop-
ment outcomes or impacts. The links between inputs, activities, and outputs fol-
low logically: the organization plans its requirements of supplies and staff
(inputs) and the logistics for delivering those supplies (activities) in order to pro-
vide relief to the people most affected by the emergency (outputs). When the
effort is well planned and executed, the program will be able to orchestrate activ-
ities that lead to measurable outputs.

Outcome measurement, on the other hand, requires answers to a more
complex causal question: Are the activities and outputs leading to sustained
improvements in the lives of affected people? Outcome measurement is less com-
mon and more difficult to do, given that organizations have the most control over
their immediate activities and outputs, whereas outcomes are often moderated by
events beyond their organizational boundaries. For example the emergency relief
organization that has done excellent work during and after a natural disaster
might still fall short on outcomes of rehabilitating and resettling those displaced
from their homes and livelihoods, especially if those outcomes depend on
extended coordination with local governments, businesses, and other NGOs. Con-
necting outcomes to societal impacts, such as a sustained drop in poverty in the
region, is even more complex due to the number of additional factors at play—
involving the larger political, social, cultural, and economic systems—that are
beyond the control of any one entity. In short, outputs don’t necessarily translate
to outcomes, and outcomes don’t necessarily translate to impact.

This much is clear: every organization should at least measure and report
on its activities and outputs, as these results are largely within its control. How-
ever, when should it step forward into the domain of outcomes and impacts?
Two organizations that have confronted this problem in different parts of the
world are Aravind Eye Hospital in southern India and the Harlem Children’s Zone
in New York City.17

In 2012 alone, Aravind Eye Hospital performed over 340,000 surgeries,
most of them for cataract surgeries in one province in India; and it screened over
ten times that number of people. Its outputs are remarkable: providing vision cor-
rection to over 3 million individuals since its founding in 1979. However, Aravind
realizes that output alone, judged by the number of patients screened or treated,
is not an adequate indicator of its performance. Rather it needs to know the
outcomes of its intervention. How many people who received treatment were
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satisfactorily cured? In other words without a high quality intervention, its out-
puts do not convert to outcomes. Aravind engineered a superb operational process
by which the surgery was performed at the highest quality standards. The rate of
complications year after year were less than half that of hospitals in the United
Kingdom.18 With such a high quality of service, Aravind was able to establish a
tight linkage between outputs and outcomes. We may never know whether those
outcomes resulted in poverty reduction (impact), but it is logically reasonable to
assume that those with recovered eyesight would be better able to fend for them-
selves. Even given the tight linkage in Aravind’s operations between outputs and
outcomes, the organization assumes but does not measure impact—that individu-
als with recovered eyesight from cataract treatment will be able to lead productive
lives once again and thereby contribute to society. While this assumption seems
reasonable, the organization has cautiously stayed away from making that leap
and seeking to take credit for impacts.

In contrast, there is Harlem’s Children Zone (HCZ) in New York. While
Aravind is highly focused in its scope of activities, conducting vision screening
and cataract surgeries, HCZ offers a broad scope of activities aimed at developing
a child’s capabilities through various stages of educational development. The orga-
nization runs pre-natal programs for parents; early childhood and after-school
programs for children; charter schools, vocational training, and college prepara-
tion for youth; health programs to help families address asthma and obesity;
and even programs for adults that aim to create a supportive and caring commu-
nity for children. Unlike Aravind which focuses on a singular intervention, HCZ
attempts to provide a “pipeline” of interventions “from cradle to college to com-
munity” that collectively enhance the chances of a child in Harlem making it from
school to the workplace and on to self-sufficiency and responsible citizenry. HCZ’s
“theory of change” is that educational support has to be continuous from pre-
school through high school, and it has to be supplemented by extracurricular
and community support to solidify the young person’s all-round development.19

In order to provide this pipeline of comprehensive interventions, HCZ has
concentrated its activities in a narrow geographical region of nearly 100 city
blocks of Harlem, under the assumption that it will be better able to control the
child’s overall environment. In 1998 before HCZ scaled its programs across Har-
lem, 60% of the children lived in poverty and only 20% of children in elementary
schools were able to read at grade level. In 2011, the sixth graders in its two main
charter schools had shown significant improvements: approximately 80% were at
or above grade level in statewide math exams, and between 48-67% (depending
on the school) were at or above grade level in English. Moreover, 95% of seniors
in public schools who attended HCZ after-school programs were accepted into col-
lege.20 The grade level metrics are primarily output measures, while college
acceptance may be considered an outcome measure. The time horizon for these
interventions is long (5 to 19 years), and the organization is undertaking longitu-
dinal studies to better assess its results. Even then, drawing a causal link between
HCZ’s interventions and longer-term outcomes such as lifetime incomes of its
graduates, and impacts such as a decline in poverty in Harlem, remains compli-
cated due to numerous social and economic factors that HCZ cannot control.
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A key distinction between Aravind and HCZ is how they make the leap
from outputs to outcomes. Aravind can measure outcomes because of the tight
causal linkage between its outputs (corrective surgery) and outcomes (quality
vision), which hinges on the quality of its surgery. HCZ can measure outcomes
because it is able to vertically integrate a comprehensive set of interventions (a
pipeline from cradle to college) that it controls in a tightly bounded geographic
space (100 city blocks). More generally, measuring outcomes is possible under
two conditions that are uncommon in the social sector: when the causal link
between outputs and outcomes is well established, or when the range of the inte-
grated interventions needed to achieve outcomes are within the control of the
organization.

Clarifying the Operating Mission

These preliminary observations lead us to the construction of a framework
that relates performance measurement to the mission of a social sector organiza-
tion. A unique characteristic of such organizations is their drive towards mission
fulfillment, which is their primary purpose. Implicit within an organization’s aspi-
rational vision, which may be eliminating blindness or hunger or poverty, is a
much more modulated “operating mission” that focuses on the immediate work
at hand.21 From an operational perspective, Aravind’s mission centers on provid-
ing surgical correction to those suffering from cataract blindness, regardless of
their ability to pay. Knowing that nearly 75% of the blindness in India is caused
by cataract formation, starting with such a sharp focus helps the organization
make rapid progress against its mission. HCZ’s operational mission is to ensure
educational outcomes for kids in Harlem. Even though the organization aims at
a larger level to address poverty in Harlem, its day-to-day activities and programs
concentrate on improving the quality and context of children’s education.

Thus while a nonprofit or social enterprise may have an aspirational mis-
sion for what the world should look like, in practice its work is best captured by
its more pragmatic operational mission. This operational mission is not always
explicitly articulated, but it can be observed in the work that the organization
attempts to do on a day-to-day basis. Figure 1 depicts this distinction. The opera-
tional mission, and how to measure progress towards achieving it, can be further
understood by examining the scale and scope of the organization’s work.

Scale and Scope

Implicit in every social mission is a statement of the scale of the problem
the organization intends to address and the nature of the intervention required
to address it. While Aravind’s general mission makes reference to the population
of blind people in the world, its operational mission is much more narrowly
focused on one provincial region, Tamil Nadu State with about 750,000 blind peo-
ple, and the surrounding region with roughly another 2 million blind people.
Nearly half of this group is poor and can’t afford to pay for treatment. In opera-
tional terms, this is Aravind’s target client group against which performance
should be judged. For HCZ the target area is narrower, the 100 city blocks cover-
ing Harlem, and the nearly 20,000 children who attend Harlem’s public schools.
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The scale of an organization’s operations can be expected to evolve with
time. As it gains reputation and funding, the organization will be attracted to
expand the reach of its operations. Consequently performance assessments must
be based on the explicit target identified by the organization in its operational mis-
sion. Aravind started off in one city, Madurai in south India, and then steadily
expanded through outreach programs and more hospitals to blanket its home
state, eventually branching out to neighboring states. By 2012, it was performing
nearly 350,000 surgeries in its focused region. Harlem Children’s Zone started
with 24 blocks in central Harlem in 1997, steadily expanding to cover the entire
100-block region within a decade, reaching over 9,400 children and 6,200 adults
within this urban zone in 2011. Thus Aravind seeks to address the problem of
vision at a regional scale, while HCZ tackles the problem of educational attain-
ment at a local scale. For these two organizations, it makes sense to measure per-
formance against these regional and local operational targets, respectively.

The second dimension, scope, is a measure of the range of activities
required to address the need identified in the operational mission. As noted
above, the scope of Aravind’s intervention is narrow, focused on providing high
quality eye surgery. The organization can measure outputs (number of people
screened and treated), which are then easily and explicitly linked to outcomes
(number of people with quality vision). Figure 2 illustrates this explicit link from
outputs to outcomes in the scope of Aravind’s activities (the darker arrows). In the
last decade, Aravind has taken advantage of its vast outreach (screening 3 million
individuals) to add a second line of treatment—fitting eyeglasses for vision correc-
tion. This addition in scope is aligned with its mission: like cataract surgery, once
individuals receive corrective lenses, their vision improves. Again, the causal link
between outputs (number of people receiving glasses) and outcomes (quality
vision) is explicit, provided that quality is maintained in the fitting of eyeglasses.
The case of Aravind provides an example of a narrow scope of activities resulting
in measurable outcomes. Do corrective surgeries or lenses lead to an improved
quality of life and reduced poverty for affected people (impact)? Although this

FIGURE 1. Operational Mission
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link between outcomes and impact seems highly plausible, Aravind does not
attempt to measure impacts, preferring to stick to what it does best: delivering
quality surgery and eyeglasses (outputs), which are tightly linked to the outcome
of improved vision. The link between outcomes and impacts is implicit in its work
(hence the lighter arrow in Figure 2). Aravind’s performance can thus be assessed
in terms of its effectiveness in producing quality vision at a regional scale.

HCZ’s performance can be similarly examined in terms of scale and scope (see
Figure 3). Its scale is local, centered on the zone inHarlemwhere it operates.However,
its scope is very wide, made up of activities from early childhood education to college
preparation. As children pass through its pipeline, HCZ hypothesizes that the combi-
nation of outputs (such as educational experiences, test scores in math and English,
conflict resolution, and parenting skills) will add up to measurable outcomes in the
form of college acceptance and quality jobs (the darker arrows in Figure 3). Some of
these links are substantiated through research, while others are hypothetical. HCZ is
able to track outcomes because its services to children are vertically integrated all the
way to job placement and college admission. But even if the outcomes are achieved
(college and jobs), will they lead to impacts such as reduced poverty in Harlem? This
link is implicit in the organization’s work (the lighter arrow in Figure 3), although
the longitudinal studies that it is undertaking may help to tighten the causal connec-
tions and make them more explicit. In short, HCZ’s performance can be assessed in
terms of its effectiveness in producing educational outcomes for children at a local
scale. The time horizon for these outcomes is 19 years.

In sum, the notion of scope captures the set of activities necessary for
addressing a social problem, while scale captures the target size of the problem.
The problem itself is articulated in the organization’s operational mission. Clarity
on all three components—operational mission, scale, and scope—is necessary in
order to know what to measure. Specifying the expected time horizon for results

FIGURE 2. Aravind’s Performance Vector
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is also important, particularly where outcomes and impacts are expected to be
visible only after many years.

Improving Performance: Expanding Scale and Scope

Our performance framework suggests that social sector organizations
should primarily focus on delivering against their operational mission. Clearly,
all organizations should be capable of measuring the outputs of their operations.
However, only some will be able to go further to make credible and measurable
claims about outcomes. This is possible under two conditions:

§ the organization implements a narrow scope of activities where the causal
link between outputs and outcomes is clearly established through evidence
(e.g., Aravind’s eye surgeries lead to improved vision); or

§ the organization implements a broad scope of activities that is vertically
integrated to increase control over outcomes (e.g., HCZ’s cradle to college
pipeline).

The time horizons for achieving outcomes can vary considerably. While
Aravind may be able to gather evidence of improve vision fairly soon after sur-
gery, HCZ’s interventions require a decade or more to see their outcomes materi-
alize. Only rarely will organizations be in a position to go even further by claiming
long-term sustained “impacts” on their communities and society. These two con-
ditions further suggest how organizational performance can be improved: by
expanding operations, while retaining the current scope, in order to reach a larger
target population (increase scale); and/or by offering more services down the logic
chain that will enable greater control over outcomes (increase scope). Whether
such an expansion of scale or scope is warranted is a strategic question for the
organization’s leadership and key supporters.

FIGURE 3. Harlem’s Children Zone’s Performance Vector
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Scale in the social sector can be achieved not only through organizational
growth, but also via a myriad of other means, particularly through influencing
public policy and coalition building, training others to replicate and adapt its
model, or even through the creation of new industries.22 For instance, nonprofits
served as the initial pioneers in the microfinance industry, but the explosion of
the industry was fueled by the creation of a supportive regulatory environment
and the entry of opportunistic private sector players.23

Expanding scope in the social sector, in order to increase control over
outcomes, is not limited to vertical integration within the organization. An
alternate strategy is to partner with organizations that carry out complementary
work along the results chain. For instance, Aravind often gets asked to partici-
pate in blindness prevention programs. At a superficial level, such an upstream
expansion in scope might seem to meet the stated mission of the organization,
but when examined more closely does not fit the capabilities of the organiza-
tion. Prevention programs require educating and persuading the community,
especially households, to alter the way they prepare and cook their food, such
as with locally available plants and vegetables with high content of Vitamin A.
The target population is families with children, not those who already are blind.
Moreover Aravind’s core operating model is centered on delivering high quality
surgical intervention rather than on mass-media prevention campaigns. To
expand scope, Aravind would be better off partnering with a social marketing
organization that could fill a distinct niche rather than integrating this new
activity into its existing organization.

Aravind has chosen to dramatically expand the scale of its operations but
not its scope. First, it has launched a training facility where hundreds of adminis-
trators and healthcare workers from 43 countries come to learn the Aravind
“management model.” They learn about its low-cost and high-quality patient care
systems, its outreach programs, and its hybrid funding model (roughly 35% of the
patients pay market prices and the rest of the 65% pay below market prices, with
many getting free treatment). Armed with this knowledge they go back to their
regions or countries to launch their own version of the Aravind model. In certain
chosen locations, Aravind sends a team of doctors and nurses to actively engage
with the local sponsor to set up systems and ramp up the model. For example
Aravind’s start-up team helped Grameen Bank to launch an eye hospital in
Bangladesh. Such an approach scales the work of Aravind through virtual net-
works, as depicted by the dashed arrow in Figure 4.

On the other hand, if Aravind sought to expand its scope in order to have
greater impact, it might partner “upstream” with organizations working on pre-
vention and “downstream” with organizations that help its clients gain entry into
the workforce once their vision is restored. Notably, both options for improving
performance—expanding scale or scope—can be achieved by collaborating with
other organizations rather than by attempting to grow the organization. Even
HCZ, which has steadily expanded the scope of its activities through vertical inte-
gration across the results chain, remains local in scale. Any expansion in scale to a
national or regional level will likely require collaboration with other organizations
that could replicate its model in other cities. The scaling challenge for HCZ lies in
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identifying the most critical components of its results chain and how those might
be reproduced elsewhere. More generally, when both scale and scope have to be
addressed, we expect that it will be especially difficult for organizations to achieve
performance single-handedly.

Performance and the Role of Funders

Performance measurement does not operate in a vacuum and is the subject
of much tension between operating organizations and their funders. Most organ-
izations are typically resource-dependent on their funders, be they philanthropic
foundations, governments, donors, or investors. Much of the growing emphasis
on measuring performance and impact in the sector has come from institutional
funders seeking to allocate their resources more effectively and strategically24

and in publicly legitimizing their allocation decisions.25 Performance measure-
ment thus plays a critical and highly politicized role in mediating the relationship
between operating organizations and their funders, and in building capital mar-
kets that reward performance.

How do funders assess their grantees or investees? As noted, funders have
a mixed record of using performance assessments and evaluation for making deci-
sions about grantees. How do funders assess their own performance? While many
often demand performance measurement from their grantees, rarely are they
explicit about how they measure their own performance. The most critical chal-
lenges of performance measurement lie not at the level of operating organiza-
tions, but among aggregators such as foundations, governments, and impact
investors. It is at this level—where the funder is able to oversee hundreds of oper-
ating organizations—that it is possible to measure societal impacts.

FIGURE 4. Expanding Scale and Scope
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What Funders Measure

We examined three funding organizations widely considered by their peers
to be leaders and innovators of performance measurement: Acumen Fund, Robin
Hood Foundation, and Millennium Challenge Corporation (MCC).26 All three
provide capital to operating nonprofits, social enterprises, or government agen-
cies, either as investors or grant makers.

What do these organizations seek to measure? It turns out that they assess
different things: Acumen measures outputs, such as mosquito nets made and dis-
tributed; Robin Hood focuses on long-term outcomes in the lives of individuals,
such as gains in income; and MCC aims for both individual outcomes and broader
impacts on society, such as reduction in poverty rates.

Consider Acumen Fund, a venture philanthropy firm with a portfolio of
over 75 investments in for-profit social enterprises in Africa and Asia. Its primary
social metric is the number of lives reached in base-of-pyramid markets (an out-
put measure). This means that when it invests in a company that manufactures
anti-malarial bed nets, Acumen will count the number of nets manufactured
and distributed. For an enterprise that builds toilet and shower facilities in urban
slums and business districts, it will tally up the number of times the toilets and
showers are used. However, why stop at these output measures, rather than out-
comes such as reduction in malaria or improvements in health and environment?
Acumen’s former chief information officer argues that doing so is complicated,
expensive, and often impractical for early-stage enterprises.27 Instead, Acumen’s
strategy is to review the literature and consult experts to establish a link between
a specific output and impact (for instance, how bed net distribution leads to
malaria reduction) and to then count the outputs. This approach is similar to Ara-
vind’s, where the emphasis is on measuring outputs and their related outcomes,
while using existing research or evidence to make credible claims about the link
to community impact.

Robin Hood, on the other hand, is a grant-making foundation created by
hedge fund managers with a penchant for hard numbers. With a mission to fight
poverty in New York City, the foundation puts each of its 200-plus grants to non-
profits through a cost-benefit analysis every year. One of its primary metrics is the
expected increase in lifetime earnings of its clients. For grants focused on educa-
tion, for example, its staff first identifies a set of results that can be immediately
observed—such as school attendance, standardized test scores, and high school
graduation. Then, they search for studies that link those measures to expected
lifetime earnings or quality of life. For instance, some longitudinal research sug-
gests that a 10% increase in test scores is correlated with a 4% increase in high
school graduation rates, which in turn is associated with $6,500 in increased
income per year. Robin Hood uses these figures with caution, employing them
as placeholders for estimating benefits until better research comes along. Initially
the foundation placed the burden of measurement on its grantees, but quickly
found that few grantees had the capacity or resources to do so. As a result, the
organization has since built its own internal capacity for developing outcome met-
rics, employing a full-time researcher and contracting with a research firm for fur-
ther support.
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The MCC’s approach is even more complex as it operates on a 20-year time
horizon. The U.S. government agency makes grants to emerging market countries
to reduce poverty through economic growth. Its extensive due diligence process—
often two years long—first analyzes the barriers to economic growth in the country,
and then identifies the sectors where the grants would most likely reduce poverty.
For example, the MCC awarded $547 million to the government of Ghana to build
roads and ferries to get farm goods to market. To start, it estimated the number of
farmers likely to benefit, and what those benefits would be: reduced cost and time
of getting goods to market, access to new markets, and opportunities for wage
employment. These data were used to anticipate an economic rate of return, with
the primary outcome metric being increases in farmer incomes, along with impact
metrics such as a reduction in regional poverty rates. Once a contract is signed, a
monitoring and evaluation process kicks in to allow for mid-course correction.
Benefits are expected to begin accruing only after five years, once the infrastruc-
ture is built and operating. The MCC plans to eventually conduct long-term
evaluations, but has not yet done so. Unlike Acumen and Robin Hood who have
influence on the process as it pertains to outputs and in some instances to out-
comes, MCC’s big bet on impacts on poverty depends on how the Ghanaian
government and other complementary players build on its efforts to promote
economic growth.

Among these three funding organizations, two features of their measurement
approaches stand out. First, all three funders develop metrics in partnership with the
operating organizations, trying not to overburden them. Acumen focuses on metrics
that are useful to the entrepreneur in building the business. Robin Hood works with
grantees to identify key outputs, but then elaborates the links to outcomes itself. And
theMCCworks with government agencies to build their capacities for implementing
projects and tracking progress, often sending its own staff and evaluators to provide
support. These kinds of partnerships are rare; more commonly funders expect oper-
ating organizations tomeasure outcomes and impacts themselves, without providing
the funding or technical support to do so. Many expect accountability, but few are
willing to support the overhead costs necessary for enabling it.

Second, none of these three funding organizations typically measures
impact. They hypothesize what the outcomes and impacts might be but only in
some instances are they able to follow through by commissioning their own
research or multi-year evaluations. These are sophisticated funders and investors
who are much better positioned to measure long-term results than the front-line
organizations that contend with funding shortages and operational challenges
every day. Surely measuring impact matters, but the experiences of these funders
suggest that there are severe constraints to doing so. Assessing impact requires a
level of research expertise, commitment to longitudinal study, and allocation of
resources that are typically beyond the capabilities of operating organizations
and sometimes even their funders.

Measuring the Performance of Funders

While funders such as foundations, impact investors, and governmental aid
agencies seek to assess the performance of their grantees or investees, it is less
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common for them to apply the same standards to measuring their own perfor-
mance. Foundations that have large endowments face less pressure to do so, as
they are not resource-dependent on their external environments. However,
why would it matter for funders to assess their own performance, given that the
actual implementation is done by operating organizations? Because it is at the
level of the funder that systemic impacts—long-term sustained changes in soci-
ety—can best be observed. Impacts are rarely achieved by individual organizations
acting alone, but more often by collections of actors working towards a shared
goal.28 Because they support and oversee hundreds of nonprofits and social enter-
prises that typically act independently of one another, funders are specially posi-
tioned to connect that work in order to assess impacts.

A foundation that supports efforts in health care, for example, is uniquely
situated to see how the work of all its grantees might link together as a portfolio—
to connect the dots, or vertically integrate, among a series of outputs and outcomes
in order to assess how they might lead to impacts. A central strategic challenge for
funders is to articulate their own causal pathway for achieving impacts and to partner
with an integrated portfolio of social sector organizations to achieve those impacts.
Figure 5 illustrates this argument. The solid lines represent the activities and results
of operating organizations such as nonprofits and social enterprises, which can be
linked together by the funder (integrated) in order to achieve impact. The dashed
lines represent the links between outputs, outcomes, and impacts established by
the funder through its support of research that helps establish causal links.

It is unlikely that there is a single best way for funders to assess their own
performance, or the collective performance of their grantees or investments. The
Robin Hood Foundation calculates the average benefit-cost ratio for all of its
investments. It estimates that for every dollar it spends on grants, the foundation

FIGURE 5. Systemic Impact: A Role for Funders

Global

Regional

Outputs Outcomes

Org. 1

Scope
Impact

S
ca

le

National
Org. 4

Org. 2

Org. 3

Local

What Impact? A Framework for Measuring the Scale and Scope of Social Performance

CALIFORNIA MANAGEMENT REVIEW VOL. 56, NO. 3 SPRING 2014 CMR.BERKELEY.EDU 133



improves living standards for poor people by 18 dollars. This model is popular in
the impact investment community, which seeks to measure the social return on
its investments. Bilateral government agencies that support thousands of anti-
poverty projects around the world are also investigating such aggregation meth-
ods, especially as they face pressure from taxpayers to demonstrate the results
of international aid. A critique of this model is that it may atomize the social sec-
tor, creating a market that rewards the performance of individual organizations
while discouraging integrative or collective action.

Acumen Fund works on a different model in which it attempts to identify
promising organizations working on a social problem and helps them to scale. Its
success can thus be measured in terms of the growth and reach of the organiza-
tions it funds. Acumen Fund invests in social enterprises that it believes can be
scaled to reach over 1 million clients in base-of-pyramid markets. The organiza-
tion provides not only “patient capital” over a period of several years in the form
of debt or equity, but also offers management capacity building in order to help its
investees build businesses capable of scaling.

While Acumen Fund attempts to create impact through scale, the Millen-
nium Challenge Corporation attempts to do so along the scope dimension by
assembling a complementary collection of several public agencies, private sector
firms, and nongovernmental organizations in the service of its mission to alleviate
poverty through economic growth. The Bill and Melinda Gates Foundation’s
approach to global health can also be characterized in these terms, as the organi-
zation brings together key players needed to eliminate major infectious diseases.
For instance, a $100 million joint effort by Merck Pharmaceuticals and The Gates
Foundation in Botswana aims to set up a comprehensive healthcare screening,
testing, consulting, and delivery system for HIV/AIDS through a number of local
and international partner organizations in the country.29

Conclusions and Reasons for Optimism

The core of our framework for measuring social performance is relatively
simple: clarify the operational mission, specify the set of activities to address that
mission (scope), and identify the target size of the problem (scale). Yet, such mea-
surement is rare in practice. Our approach provides a basis for assessing perfor-
mance that is empirically rooted, rather than relying on unsubstantiated claims
and unrealistic expectations about performance. It is a general approach that
can be applied to any organization, while still allowing organizations to adapt
their metrics of scale and scope to their specific contexts. All too often, social sec-
tor organizations seek to measure, or take credit for, impacts that extend well
beyond the scale and scope of what they actually do. As a result, they risk either
exposing themselves to permanent failure, or being taken to task for impacts they
cannot realistically achieve.

Despite the conceptual simplicity of our model, we recognize that carrying
it out poses significant challenges for managers as well as scholars. There is an
urgent need for better knowledge on the challenges of scale and scope in the
social sector. As noted, scale in the social sector can be achieved not only through
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organizational growth, but also via myriad other means, particularly through
influencing public policy, building collaborative networks, or the creation of
new industries. However, even in terms of growth, the scaling rate is shockingly
low: of over 200,000 new nonprofits created between 1975 and 2008, only 201
grew to revenues exceeding $50 million (excluding hospitals and universities).30

Much remains poorly understood. For each of the diverse means of achieving
scale, what are the specific mechanisms and suitable industries? What are the main
impediments to scale in terms of capital markets, capacity, and regulation—and
how can they be addressed?31

Yet, there are many reasons for optimism. Social sector leaders and their
funders are increasingly embracing performance measurement as critical to help-
ing them achieve their missions at scale. They are shifting from a focus on evalu-
ating impact after implementing their interventions, to also using measurement
during program design and implementation in order to get real-time feedback
for improving their work. This is true of large established organizations as well
as new entrants to the field. For example, international NGOs such as CARE,
Oxfam, and ActionAid International are all building monitoring and learning sys-
tems that can better enable mid-course correction. Large philanthropic founda-
tions such as Gates, Hewlett, Rockefeller, and Edna McConnell Clark have all
built up strong evaluation departments as part of a deeper commitment to out-
come-oriented philanthropy.32 At the same time, a new generation of social
entrepreneurs and impact investors are all demanding better data for informing
decision making; they are supported in this aim by infrastructure-builders like
the Global Impact Investing Network that are developing standardized metrics
for use by investors. In terms of performance measurement methodologies, there
has been a surge in the development of more participatory and integrative tools
such as constituency feedback, most significant changes techniques, and develop-
mental evaluation, as well as network-based approaches such as collective impact
and outcome mapping (see Appendix 1)33 suited to settings of high complexity
involving interactions across multiple organizations and sectors.

In other words, the social sector is in a period of vibrant innovation on per-
formance measurement. Given this moment of ferment, it is useful to step back
and gain some clarity regarding the unit of analysis. The social sector has had a
long history of program evaluation, mainly because funding has traditionally been
directed to programs rather than to the organizations that design and deliver
them. Organizations delivering multiple programs have often found that pro-
grammatic success does not equate to success in fulfilling their overall organiza-
tional missions. For that to happen, the various programs have to hold together
in an integrated fashion. Our framework focuses squarely on the operational
mission of the organization, under which multiple programs can be strategically
combined.

There is a unique opportunity for funders to integrate multiple levels of
analysis —programmatic, organizational, and societal—in assessing and improv-
ing performance in the social sector. This can be done in at least two ways. First,
funders should allocate greater resources to building the management capacity of
nonprofits and social enterprises to enable them to better integrate their own
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programs. Funders should view themselves as part of a syndicate to enable mis-
sion success, even though a large part of their funding may be earmarked for pro-
grams. The three examples cited—Acumen, Robin Hood Foundation, and
Millennium Challenge Corporation—all devote resources to such organizational
capacity building, but they are the exception rather than the rule. The general
trend has been in the opposite direction: towards a reduction in capacity building
and other overhead costs in favor of direct funding to programs where the results
are easier to measure. However, the experience of venture capital, and increas-
ingly of venture philanthropy, has shown that investments in human and systems
capacities are foundational to generating longer-term results. It is difficult for an
operating organization to think strategically when it is at the mercy of different
funders with different programmatic goals.

Second, funders should turn their attention to their own performance
and impact, while easing off on their demands for operating organizations to
prove their impacts. Foundations, governments, and impact investors are
uniquely positioned—at a higher level in the organizational ecosystem than
their grantees or investees—to see how the work of several operating organiza-
tions fits together to achieve impacts that are greater than the sum of the parts.
They are also better resourced than most nonprofits and social enterprises to
commission such research. Impacts on systemic societal problems are unlikely
to be achieved by organizations acting alone; it thus makes more sense for fun-
ders rather than operating organizations to take on the challenge of measuring
those impacts. In other words, nonprofits and social enterprises that operate in
a niche should measure their outputs, and sometimes their outcomes, within
that niche. Funders that operate higher up in the ecosystem should measure
impacts at a societal level. While a handful of foundations (such as Gates, Hew-
lett, and McConnell Clark) are already oriented in that direction, the vast major-
ity of funders, both institutional and individual, are still in the business of
providing support for programs yet expecting systemic benefits. Bridging these
multiple gaps—between performance at the level of programs, organizations,
and society—will require funders to think more strategically about the different
organizations and programs they fund so that their collective investment can
achieve systemic impacts, with each individual piece playing its role. As with
any organization in the social sector, doing so will require clarity about their
operational mission, scale, and scope.
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