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I. Introduction: The Complex Relationship Among Concepts of Accountability, Governance, and Performance Measurement

In the world of nonprofit studies, separate inquiries have been conducted into issues of “accountability,” “governance,” and “performance measurement.” There are experts in these distinct areas. There are distinct literatures. That is all to the good.

What is interesting and problematic, however, is that there has been much less attention paid to the intersection of these different ideas, and the ways in which the satisfactory resolution of one part of the problem depend on the more or less satisfactory resolution of the others. Consider the following points:

A. Why Accountability Can’t Be Examined Closely (or Enhanced) Without Attending to Issues of Governance and Performance Measurement

Everyone agrees that nonprofit enterprises (and, as a consequence, the sector as a whole) should be “more accountable.” They believe this as a thing that would be valuable: 1) in itself; 2) as a thing that would improve performance; and 3) as a thing that would enhance legitimacy. But we often disagree on the ways in which they should become more accountable.

More specifically, we disagree about to whom the organizations should be accountable (donors, intended beneficiaries, government, volunteers), and for what particular aspects of their performance (e.g. fidelity to donor intent, restraint in self-dealing, responsiveness to interests and concerns of intended beneficiaries and clients, efficiency and effectiveness in the pursuit of the organization’s stated mission, etc.).

For example, some would argue (either as a matter of morality, law, or prudence) that the primary accountability should be to donors, and their ideas about how their contributions (money, time, material) should best be used. They would argue that donors to voluntary and nonprofit enterprises ought to have the same kind of information that investors (and customers?) in the private sector have, and that a kind of accountability that can promote effective performance will emerge from competition within the “social capital” market populated by donors determined to see their contributions put to good use by voluntary organizations.

Others argue that the state should establish more exacting standards for nonprofit performance, and make the enterprises more accountable to state regulatory agencies. Some of the regulatory thrust aligns closely with a kind of “consumer protection” interest designed to protect the general public from outright fraud in the charitable market place, or from suspect fund-raising practices that result in the fund raisers profiting too much from their work. (This effectively puts some kind of state power behind the interests of the donors and contributors described above.) 

But the state regulation often reaches beyond the interest in protecting donors and contributors from fraud. It requires the establishment of some specified governing structure so that it is possible for the state to know who it is exactly who is acting in the name of and with the resources of any given enterprise. It requires the enterprise to state its purposes, and to act to pursue those purposes purposefully and effectively. It may even insist that the enterprise meet some particular public or charitable purposes. At the moment, such regulatory requirements are very loose. But some think that the standards ought to be tightened up – not only to ensure donors about transparency, integrity, efficiency, and effectiveness in the pursuit of announced aims, but also to be sure that the public, acting through government, receives sufficient “public value” from these enterprises to justify the special protection, the special tax breaks, and the special direct governmental support that goes to these enterprises. (I am not talking here about government contracts, which have their own strong mechanisms of accountability for the achievement of public purposes. I am thinking, instead, of either grants to the organizations, or to special preferences they are given in competitive bidding, since it is these that constitute a kind of support for these organizations more or less regardless of their specific purposes and performance.)

 Others, concerned that such accountability either to donors or to government authorizers and funders would attack the independence of non-profit enterprises, increase the burdens on voluntary boards, and destroy the expressive variety and idiosyncrasy of the voluntary sector, oppose increased external accountability and regulation. These commentators recommend only the loosest forms of external accountability in favor of trusting the probity, moral zeal, and vigilance of nonprofit boards (as well as other governing structures and processes) to assure the valuable performance of the nonprofit sector. If nonprofits are determinedly managed by their boards (or other governing structures and processes) – that is, if these governing structures and processes make good judgments about the best and highest use of the assets of the enterprise, if they ensure that the organization operates efficiently and effectively in pursuit of those goals – then one can have all the imagined benefits that comes from “tough accountability” without the stultification (and expense) that would come from either the “dead hand” of donor intent, or direct state regulation. Maybe the best form of accountability is the one that imposes the fewest restrictions on the boards whose judgments and determined management we then rely on to produce the desired results. 

What is interesting in this discussion is how each of the ideas about how to improve accountability make some claim on organizational capacities to govern themselves, or to measure their performance. As noted above, how close government regulation should be might well depend on the confidence we have in the governance of nonprofits: the more confidence we have in the judgment of nonprofit boards about how to get the most social value out of the assets held by a nonprofit entity, the less need we will feel for government regulation. 

Conversely, if we do not trust the wisdom and judgment of nonprofit governance mechanisms to choose the best social use of the resources they control, or if we do not trust their missionary zeal to ensure that all the available resources go to the achievement of their mission rather than to self-dealing, then we tend to think that increased accountability can be achieved only through tighter and more forceful direct government regulation. 

Similarly, one could reasonably argue that the whole idea of accountability is a doubtful enterprise if we do not have satisfactory methods of measuring the performance of nonprofit entities, or recognizing the public value that they create. If it is hard to determine the extent to which an enterprise is achieving its goals, it would be difficult for anybody to hold it usefully accountable. Boards would be handicapped in their ability to monitor and demand performance from the CEO and the staff. Donors would find it hard to determine where their donation would be most highly leveraged for social results, and/or whether the organization to which they have contributed is giving them the most bang for the buck. The government would have difficulty determining whether their substantive goals for the enterprise (assuming that they had some) were being achieved.

So, one could say that it is almost impossible to address the subject of accountability usefully without also addressing questions of governance and performance measurement. The form that accountability should take, and the very possibility of any kind of accountability, will depend on what is possible in the domain of governance and performance measurement.

B. Why It is Hard to Discuss Governance Without Talking About Accountability and Performance Measurement

One might have equal difficulty addressing the subject of governance without thinking a bit about both the question of accountability and performance measurement. Now, the topic of governance is itself a complex one. But let’s start with the simple assumption that what concerns us here is what might be called the organizational governance of a voluntary or nonprofit association. (I am setting aside for the moment ideas of governance that are concerned with the leadership and organization of ad hoc problem solving efforts on one hand, and the ideas of governance that are associated with government trying to accomplish things indirectly through partnerships with other institutions.)

As a matter of law, in order for a voluntary or nonprofit association to exist as a legal actor in the society (i.e. one that can be held accountable for the actions of the enterprise; and to be able to make contracts and have them enforced in the nation’s courts), it has to establish a governing structure and process. In incorporating, it has to describe the structure and process that will be used to decide what purposes the organization will have, how it will use its assets and capabilities, and who must answer for the organization’s overall performance. (This is presumably important both for those outside the organization whose interests are affected by actions taken by the organization, and for those inside the organization who might want to know how to express their “voice” in guiding organizational activity.) 

As Marion Fremont-Smith constantly reminds us, the current law is very permissive with respect to the forms that such structures and processes might take. They could range from the highly centralized (almost dictatorial) to the highly de-centralized participatory. In principle, there is nothing that prevents a voluntary or nonprofit organization from including donors, employees, government officials, volunteers, paid staff, clients, those who advocate for clients, etc. in its governing structure or processes. (There may be a close correlation between some kinds of governance structures and processes on one hand, and the functions and purposes of the organization on the other. For example, political associations may have governance structures that give important rights to voice to all members. Service delivery organizations, on the other, may have more narrowly restricted governance processes – lodging more authority in the hands of a small board who oversees a CEO.)

An important question facing those who are formally establishing or informally modifying the structures and processes of organizational governance is not only the question of how the governance structure can be made effective in guiding the activities of the enterprise, but also to whom the organization makes itself accountable. Viewed from the perspective of those guiding an enterprise, the question of accountability can be answered in several ways. 

Often, they have legal responsibilities to particular stakeholders – whether donors, or the intended beneficiaries of the effort, or those who volunteer for or are paid by the enterprise. These legal obligations make up a core part of the web of accountability which will constrain and guide those who govern (i.e. manage and lead) the enterprise. (It is these laws outlining the organization’s responsibilities to either particular stakeholders, or to provide information to particular stakeholders, or to serve particular substantive purposes valued by one or another stakeholder that constitute, in some important ways, the subject of “accountability” from the point of view of those who are demanding some kind of external organizational accountability. The public policy aspects of accountability often focus on changes in these basic laws that specify to whom organizations should be accountable, and for what particular things.) 

But often this skein of legal obligations is only part of the network of accountability in which those who lead an organization find themselves enmeshed. The legal obligations may be accompanied by a strong, psychologically based moral responsibility. That is, those within an organization may feel morally accountable to those to whom they have little or no legal responsibility. A university may feel responsible to meet particular demands of a donor even though that donor has no legal recourse if his demands are ignored. An international development NGO might feel responsible to its clients even if its principal legal responsibility is to the government agency that has provided the funds for a relief mission. The moral feelings of obligation could, in principle, be either closely aligned or somewhat in conflict with the legally binding terms of accountability. When they are inconsistent, important moral dilemmas arise for the managers who lead the enterprise about whether they should heed the requirements of law, or the requirements of their clients, or even the larger purposes they think they serve.

The legal obligations may also be congruent with and supported by various prudential concerns in which the fear of being sued is hardly the most prominent. The fear of having support withdrawn or reputation lost seem much more pressing. Whether one is willing to pay this price, is a nice balancing of the moral, the legal, and the practical.

Importantly, however, the moral feelings of obligation, and the prudential concerns that focus any practical manager on the concerns of stakeholders, can both operate as powerfully as the legal idea of accountability in setting up the “felt” structure of accountability for those who manage and lead.

In short, one could say that one of the important questions about governance is precisely the question of to whom an enterprise should think itself accountable, the basis on which that feeling of accountability is established; and how they ought to reflect that sense of accountability in both their governance structure and processes on one hand, and their reporting procedures. (Reporting procedures are as important as governing structures and processes because they make any particular accountability more or less powerful. Those who have the right to oversee an organization can have that right negated if they are cut off from information. Those who have no formal right to demand accountability can nonetheless make their claims felt if they are provided with information). 

Those leading voluntary and nonprofit organizations could, as a matter of prudence, or moral feeling, or law, feel and make themselves accountable to their donors. They could, as a matter of moral feeling, or law, or prudence, feel themselves and make themselves accountable to their clients. They could, as a matter of prudence, or moral feeling, or law, feel themselves and make themselves accountable to those who have joined the enterprise as volunteers or quasi-volunteers who believe in the cause. 

Having decided which of their stakeholders are entitled to call them to account, they could then take different steps to activate or animate those demands for accountability in the organization. They could include the voices of those to whom they felt accountable in the on-going governance structures and processes of the organization, or they can leave them outside the organization and try to respond to their concerns with less immediate contact. 

They could also decide to produce reports on their performance either did or did not speak to the concerns of particular stakeholders. They could increase the effective influence of one stakeholder relative to another by issuing regular reports on those aspects of the organization’s performance that were of particular interest to that stakeholder, and blunt the effective influence of another stakeholder by never producing much information about what they are doing in his area of concern. Of, course, the neglected stakeholder can punish the organization in various ways if it fails to respond to his concerns, but he will have to work much harder to make it responsive than the other stakeholders would.

Thus, the topic of governance is partly about how to balance different kinds of accountabilities to different stakeholders with different interests. Choosing how to support or resist particular kinds of accountabilities by providing or failing to provide information about performance in accord with particular accountabilities can have a decisive effect on governance. 

Consider, for example, the simple idea that Boards should be resisted if they seek to micro-manage an organization. Often that injunction requires managers to make their organizations less transparent than they could – to screen the board from detailed action, or from processes rather than outcomes, to provide summaries rather than detail. That may be a wise policy, but it has the characteristic of shaping the capacity of boards to influence the operations of an organization. 

Or, consider the question of whether an organization should conduct client surveys to discover whether the clients are satisfied. If such information is gathered, and if it is considered a virtue for the clients to be satisfied, their power to shape the performance of the organization to their liking (whatever that is) will increase. (Example of KSG starting to rely on student evaluations.)

C. Why Performance Measurement Can’t be Very Usefully Discussed Without Considering Matters of Accountability and Governance

It should be obvious at this stage why it would also be difficult to discuss the idea of performance measurement usefully without attending to questions of governance, and accountability. Performance measurement can’t be an abstract exercise if it is to produce results in the organization. Performance measurement works when someone is paying attention; when the organization is responsible/accountable to someone in a powerful position for some particular aspect of its performance.

If these observations are correct, then it follows that performance measurement systems must be constructed to speak to the concerns of those to whom the organization is accountable, those who are trying to hold the organization to account. We can think of the first as the external accountability of the organization to external stakeholders of various kinds. (From the point of view of these external stakeholders, they talk about how to make organizations accountable to them for their purposes. From the point of view of those inside the organization, they talk about how they should structure their external accountability to align with their purposes – the subject of governance and strategy.) We can think of the second as the kind of internal accountability that a governing structure and process demands from those who work with and for the organization. 

The external and internal structures of accountability, and the measures used to measure performance to make the accountability practically effective, can be more or less closely aligned. A completely transparent organization would be one that not only had many measures of performance, but collected and reported these measures in ways that informed both those outside and those inside the organization about performance.

D. Why These Concepts Are So Closely Interconnected

While we have discussed the ideas of (external and internal) accountability, governance, and performance measurement as though they were independent ideas, it is not an accident that these turn out to be closely related. The reason is that each idea highlights an important aspect of a unified subject. The unified subject is the idea that an organization has a kind of agency, that it has purposes that it is entitled to pursue, and that its conduct will be monitored by others – both those outside the organization, but contributing to it, or transacting with it, or affected by it; as well as inside the organization. 

To create its own kind of agency, it has to have a way of making up its (collective) mind about its purposes and means, and some way of making those collective agreements bind on the assets and activities of the members. These are the subjects of governance and internal accountability. The ability to measure the resources one has, to monitor their use, and to see the results of expenditures one has made (so critical to reliable agency of collective enterprises) is linked to performance measurement. 

On the other hand, one reason agency is important is not only to allow the organization to operate independently (that is, to make its own choices), it is also necessary so that those who have stakes in what the organization does can make their interests felt inside the organization. This is the subject of external accountability. The question of the external actors to whom one is accountable, and choices to be made about whether to meet those demands by recognizing one’s accountability, and report to those people in terms that matter, or to bring representatives of these interests into the actual governing processes or structures of the organization is the subject of governance.

E. The Challenge of Addressing them Together

