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Abstract All organisations face the challenge of how to assess performance beyond
current financial metrics. These challenges are felt especially strongly by social enterprises,
organisations that use business methods to achieve social goals. Social enterprises need to
evidence superior social outcomes, are normally accountable to a complex range of
stakeholders and yet are often rated low to medium in terms of organisational capacity—
thus whilst they have a great need for rounded measurement, they may in practice lack the
ability to make use of the different approaches on offer. This paper examines the current and
potential use of the conventional Balanced Scorecard model, by social enterprises. The
Adventure Capital Fund provides case study evidence of extensive use of a modified
Scorecard. The model used is dynamic, combining reflection on the organisation’s current
position, ‘near term’ and long term issues. It aims to take a holistic and coherent view of the
management of social enterprises. Experience to date suggests that the medium term
snapshot provided by the Scorecard is the most valuable, allowing organisations and
especially boards and senior executives to keep a ‘strategic grip’ in a period of rapid change
and focus on those actions that have best chance of changing performance in the round.
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Introduction: What is a Social Enterprise?

Social enterprises are organisations that use business methods to achieve social goals.

Social enterprises may take different constitutional or legal forms. In the UK they may be
companies limited by guarantee or by shares; they may be mutual organisations (industrial
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and provident societies) or they may even be charities. Whilst the legal form may vary,
they differ from conventional private sector businesses, in that they ultimately place social
return above profit and they maximise the re-investment of any profit generated back into
the achievement of social impact.

The term social enterprise implies forms of trading. In practice this trading can take a
combination of two basic approaches: contracting to deliver services to government, or
conducting market based trading. In the UK and other similar western nations, many social
enterprises are likely to rely heavily upon government contracts to fund their activity,
given high levels of GDP spent by the state on achieving certain social goals. Nevertheless,
even in these cases, there is a clear difference between reliance upon grants—the tradi-
tional preserve of the voluntary sector—and contracts, what are effectively social payments
for value (outputs and outcomes) produced. Therefore one common definition of a social
enterprise is whether they are funded less than 50% by grant revenues. Under this defi-
nition, a large majority of the voluntary sector can be seen to be shifting into the social
economy—the collective trading space of social enterprises.

The shift away from grants and towards forms of contracting and market based trading
clearly places major stress upon organisations that are in different phases of transition.
Grant revenue had many historical disadvantages: there was never enough grant to go
around and thus organisations suffered from wide under-capitalisation; they were unable to
build reserves and wider balance sheet—making them less resistant to shocks; and they
were thus less in control of their future strategic direction, often more focussed on survival
than growth or replication. Nevertheless grants had the major virtue of allowing organi-
sations to protect what they saw as the integrity of their particular service—special features
or qualities that an outside contractor would not necessarily value. In the process of
transition therefore, some organisations have continued to use grants to cushion the impact
of new market rigours, but the danger in this strategy is that the organisation fails to
educate and change the market within which they operate. If they could focus instead upon
proving the superior value of alternative approaches then they might be able to both
achieve sufficient financial return and maximise social impact. Despite this, it can be seen
that the process of managing transition is far from straightforward.

Indeed the challenges are further increased by the need to raise forms of funding and
finance that can equip the organisation to build its general capacity to deliver.

Funding and Financial Services for Social Enterprises

There is an emerging market of financial products for social enterprise in the UK, which
can be related to different phases of organisational growth and transition. One such product
is social venture capital, a term that respects the prime investment as being the maximi-
sation of social impact, but which also seeks a degree of financial return. The market for
such investment is expanding rapidly in the UK, coinciding with the move away from
grants and towards combinations of contracting and market based trading outlined above.
One of the leading investors is the Adventure Capital Fund (ACF)—the subject of the case
study set out below. The ACF is a fund established in December 2002 by third sector
partners in collaboration with three government departments and five regional develop-
ment agencies. It is the first of its type in the UK, and the first in the world to be initiated by
central government as.a strategic response. to the need to shift resources away from grants
and towards investment in social enterprise. The ACF was launched as a £2 million, 1 year
initiative, delivered by a partnership of community-orientated infrastructure organisations
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and focused in multiply deprived communities. By 2008 it had grown to become a £12.5
million, multi-year programme run by an independent organisation with five staff (Thake
and Lingayah 2008). Since 1 April 2008, the Future Builders Fund (a fund run from 2003—
2007 by a consortium made up of Charity Bank, Unity Trust Bank, National Council for
Voluntary Organisations and Northern Rock Foundation) has also been under the man-
agement of the ACF.

Both of these funds—ACF and Futurebuilders—operate in a quite distinct market niche
from community development finance intermediaries, which offer nearer market rate or
riskier above market rate loans—suitable for organisations that are close to being profitable
and strong.

Performance Management Beyond the Private Sector

We might begin by asking what is performance management in the context of public and
not-for-profit organisations, and what is the difference between performance management
and performance measurement? Halachmi (2005) argues that performance management is
a broader and more meaningful concept than simple performance measurement. Perfor-
mance management can take many forms from dealing with issues internal to the orga-
nisation to catering to stakeholders or handling issues in its environment. Performance
management involves the use of both quantitative and qualitative techniques and paying
due attention to the human (behavioural) side of the enterprise. Performance measurement
can be identified as a possible sub-system of performance management.

Johnston (2005) argues that performance is not necessarily determined by formal
standards and technical measurements. She points out that “performance is also situational
and opportunistic and mediated by more subjective and basic concerns ... performance
management systems are largely socially rather than technically constructed and operated.
As such they will continue to pose dilemmas for public sector managers that will be
difficult to resolve”.

Examples of performance management in a range of public sector organisations have
been described in the literature, such as the health sector, the police force, UK local
authorities and city councils, and the defence sector. Radnor and Lovell (2003) show that
there has been a continuing emphasis on Performance Measurement within the health sector
since 1997. They define and describe Performance Measurement/Management in this
context, before discussing the use of one performance measurement tool, the Balanced
Scorecard by a primary care trust (PCT). Chang (2007) explores the limitations of, and
implications for, the performance assessment framework (PAF) as a Balanced Scorecard
approach in the NHS. The study suggests that the use of performance measurement systems
should take into account politics and power faced by an organisation. In the NHS, perfor-
mance measurement might be used by local NHS organisations primarily as a ceremonial
means of demonstrating their symbolic commitment for legitimacy seeking purposes.

Wisniewski and Dickson (2001) illustrate the use of the Balanced Scorecard by
Dumfries and Galloway Constabulary in Scotland as part of a strategic policing initiative.
Wisniewski and Olafsson (2004) discuss the experience of local authorities in using the
Balanced Scorecard to improve performance, and to demonstrate such improvement
through effective performance measurement. McAdam et al. (2005) explore issues
involved. in developing and applying performance management approaches within a large
UK public sector department. They found that staff at all levels had an understanding of the
new system and perceived it as being beneficial. However, there were concerns that the
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approach was not continuously managed throughout the year and was in danger of
becoming an annual event, rather than an on-going process. Furthermore, the change
process seemed to have advanced without corresponding changes to appraisal and reward
and recognition systems. Thus, the business objectives were not aligned with motivating
factors within the organisation. The strategic integration of the stakeholder performance
measures and scorecards was found to be essential to producing an overall stakeholder-
driven strategy within the case study organisation.

Greatbanks and Tapp (2007) consider the impact of implementing and using the Bal-
anced Scorecard within a public service city council environment. A longitudinal case
study approach is adopted in order to evaluate the impact of scorecards at three levels:
strategic planning, team management and individual staff performance. Evidence suggests
that the use of scorecards enabled employees to appreciate their role, and focus on delivery
of performance-related measures which support organisational strategy. Clarity of role
appears to have a positive influence on the achievement of the organisation’s business plan
and excellence goals regarding the delivery of customer service.

Lindholm and Suomala (2007) present a case study of life cycle cost management in the
Finnish Defence Forces. The case highlights practical challenges relating to collecting
adequate data and practising long term cost management in an uncertain context.

Examples of performance management systems such as Balanced Scorecard in the third
sector are still relatively rare in the literature. One example is the exploration by Manville
(2007) of the implementation of a performance management system using the Balanced
Scorecard within a not for profit small and medium sized enterprise (SME), noting that the
motivation for adopting the scorecard were both internal and external due to the heavily
regulated nature of the organisation.

Is this paucity of examples because their focus lies elsewhere? Kong (2007) examines
five key strategic management concepts (industrial organisation (I0), resource-based view
(RBV), knowledge-based view (KBV), Balanced Scorecard (BSc) and intellectual capital
(IC)) within the non-profit context, and concludes that the IC concept is the most appli-
cable and effective in the non-profit sector, as IC is an important resource that non-profit
organisations need to develop in order to gain sustained strategic advantage.

Turning to issues of the process of performance measurement, Irwin (2002) explores the
use of strategy mapping (which demonstrates links between scorecard perspectives) as a
tool to develop strategy in a public sector agency, and suggests a simplified version which
can communicate that strategy effectively, both inside and outside the organisation. Pap-
alexandris et al. (2005) put forward a “compact and integrated” methodological frame-
work for Balanced Scorecard synthesis and implementation. The methodology embodies
activities related to Project Management, Change Management, Risk Management, Quality
Assurance and Information Technology, areas that contribute considerably to the suc-
cessful implementation of the Balanced Scorecard.

Lawrie and Cobbold (2004) describe changes to the definition of the Balanced Score-
card framework that have occurred since the early 1990s, recognising within these changes
three distinct generations of Balanced Scorecard design, and observing that these changes
have improved the utility of the framework as a strategic management tool. Lawrie,
Cobbold and Marshall (2004) present a case study exploring the design of a new corporate
performance management (CPM) system for a UK government agency, the UK Envi-
ronment Agency, based on best practice third-generation Balanced Scorecard processes.
Andersen et _al. _(2004) argue_that_effective quality management requires explicit links
between strategy and operational initiatives, and suggest that a third generation Balanced
Scorecard can support the application of a number of popular quality management tools.
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In summary, the literature on performance management and performance measurement
beyond the private sector provides examples of the use of approaches based on the Bal-
anced Scorecard in a number of public sector contexts, such as the UK health service.
However, for those involved in the management of social enterprises, little guidance is
available.

Introducing the Case Study: The ACF

In its first round, the ACF (established in December 2002) offered a £360,000 Bursary
Fund to invest in approximately 20 revenue bursaries, each up to £15,000; and a £2 million
Patient Capital Fund to invest in 10 capital investments with a ceiling of £400,000. The
bursaries were intended to strengthen organisational capacity, and assist in the develop-
ment of its investment readiness, while the Patient Capital investments were designed to
establish or strengthen the asset base and increase the scale of operations of the selected
community enterprises.

Time scales were very tight; the first round of the ACF was set up very quickly as the
government needed to have committed expenditure by the end of the calendar year. A
2 week period was allowed for responses, and a 3 week period for visits. Early in 2003, the
decision to award the ACF’s first investments was made. Ten organisations received loans,
grants or a combination of the two from the Patient Capital fund, and a further nineteen
organisations received bursaries.

The tight timescales imposed some major constraints on the development of new sys-
tems. The ACF was forced to bootstrap some approaches to measurement that would be
capable of meeting four basic requirements.

First, before making an investment in an organisation, an investor such as ACF must go
through a process of rigorous assessment of the potential investment; ACF must scrutinise
the organisation concerned on a number of dimensions, financial and non-financial—and a
structured method for doing this was required. It must then be able to form some judge-
ments about the likely changes that will result from its investment. Whilst it is not easy to
compare what are often very different enterprises by one single standard, as a minimum
one should have a clear grasp of the types of change and sorts of outcome that will result in
each case.

Second, when an investment has been made, a tool for on-going monitoring and
evaluation of the investment is required to serve both the interests of investor and investee.
For the ACF, there is a need to provide evidence as to whether the hypothesis of change
and value resulting from different investments have indeed been realised. For the investee
there is an obvious interest in demonstrating progress and impact so as to sustain and grow
investment and revenue funding.

Third, an effective performance measurement framework could be used to identify
where the investee needs to put their greatest effort and indeed those points where the
investor should focus their support.

Finally, the individuals charged with governance of the organisation would surely value
a tool to support them in this task—given that they are stewards of its prime goal, that of
maximising social impact, and at the same time must concern themselves with the sus-
tainability of the organisation in the medium to long term (and hence revenue generation is
usually_a_vital consideration_too). An_effective performance measurement framework
should be part of the framework for strategic reflection for the organisation, perhaps leading
to a series of stages of organisational transformation as opportunities present themselves.
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All of these considerations informed development of a measurement framework for the
ACF. The measurement process was conceived of as a developmental process of sup-
porting a ‘strategic conversation’ within the investee organisation and between the investor
and investee. The vision was always of a supportive relationship that would continue for
the long term, resourced by supporters funded by the ACF. The intervention undertaken by
the authors was inspired by Kaplan’s (1998) Innovation Action Research Cycle. The basic
structure is represented by the research cycle reproduced in Fig. 1. The research begins
with the stage labelled ‘Base Case’ at the bottom of the cycle, by noting that existing
management and practice has shortcomings and could be improved. A search for potential
solutions is therefore launched. Maital et al. (2008) note that in Innovation Action
Research, scholars work with client organizations to enhance and test an emerging theory
that has been proposed to improve organizational performance; one of the prime objectives
of innovation action research is to modify and extend the emerging theory in the light of
knowledge gained through experience. This continues to be the inspiration behind the
relationship between the ACF and its investees.

The work described here with ACF applicants also had a strong focus on the oppor-
tunities for learning for all participants in the exercise, with a particular emphasis on the
representatives of the organisations applying to ACF for support. According to a discussion
of the ‘maturing of systems thinking’ amongst devotees of different “schools” of systems
thinking (Barton et al. 2004), ‘most problem-solving strands of systems thinking now
emphasize learning and see the process and its effect on participants as more important
than specific outcomes”. Kunc (2008) also argues that practitioners wishing to establish a
set of performance measures for an organization must first understand their own theories-
in-use, and the theories-in-use of others in the organization, rather than starting from pre-
defined schemes of performance measures.

In order to provide an opportunity for in-depth learning and problem solving in the
organisations concerned, a long checklist of areas of risk was combined with the use of a
‘Balanced Scorecard’. This is discussed in the next section.

An Innovation Action Research Cycle (based on Kaplan, 1998)

3. Write articles and

2. Teach and speak
books

about innovation

= AN

1. Observe and
document
innovative practice

4. Implement concept
in new organizations

Advanced
implementation

Base case

Fig. 1 _An innovation action research cycle (based on Kaplan 1998)
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Risk Management for Social Enterprises

For an organisation that is moving towards acting as a social enterprise, the process of
transition presents tensions which in turn raise a range of risks. These are the risks that
investors need to assess and either share, manage or eliminate in partnership with their
investees. Indeed, the whole process of investment can be conceived of as a process of risk
management. We can outline some major risks and consequences as follows:

Weak organisational capacity:

Lack of financial control—over budget, losses,

Lack of HR systems—Iloss of good staff, expensive tribunals, poor PR

Weak governance—unethical behaviour that imperils social credentials, poor business
performance that leads to defaulting on investments

Poor financial performance

Lack of reserves—cash flow
Inadequate capitalisation
Unattractive to investors

Poor service development

Lack of relevant, quality services
Lack of market intelligence/feedback
Inability to reach customers in sufficient numbers/variety

Inability to evidence the added social value

Imperils social status of the organisation
Reduced revenues
Inability to manage and improve social impact

A risk management approach is essential to ensure that investments avoid a range of
obvious dangers that are generic to any organisation embarking upon a process of difficult
change in a market place that is a long way away from maturity. Nevertheless a risk
management perspective on its own can be somewhat reductive. Social venture capital
investment is interesting in that it combines the skill set and ethos of banking, which is
essentially risk conscious and some would say inherently risk averse, with the skills and
ethos of equity investment, which also uses such risk management tools, but which is also
concerned with maximising the ‘upside’ of investments i.e. the value that flows from
getting a number of key things right.

A ‘Balanced Scorecard’ for Social Enterprises

The Social Enterprise Scorecard proposed here takes the Balanced Scorecard approach,
and adapts it to make it more applicable to social enterprises. The Balanced Scorecard
(BSc) is a performance management tool which began as a concept for measuring whether
the smaller-scale operational activities of a company are aligned with its larger-scale
objectives in terms of vision and strategy (Kaplan and Norton 1992, 1993, 1996a, 2004).
By focusing not only on financial outcomes but also on the operational, marketing and
developmental inputs to these, it is argued that the Balanced Scorecard helps provide a
more comprehensive view of a business, which in turn helps organisations act in their best
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long-term interests. Organisations are encouraged to measure—in addition to financial
outputs—what influenced such financial outputs. For example, process performance,
market share, long term learning and skills development, and so on. The underlying
rationale is that organisations cannot directly influence financial outcomes, as these are
“lag” measures, and that the use of financial measures alone to inform the strategic control
of the firm is unwise. Organisations should instead also measure those areas where direct
management intervention is possible. In so doing, it is argued that the early versions of the
Balanced Scorecard helped organisations to achieve a degree of “balance” in selection of
performance measures. In practice, early Scorecards achieved this balance by encouraging
managers to select measures from three additional categories or perspectives, as well as the
“Financial Perspective”; these were sometimes described as the “Customer Perspective”,
“Business (or Internal Business Processes) Perspective”, and the “(Learning and) Growth
Perspective”.

The authors’ approach, in developing an enhanced scorecard, draws upon the some of
the core ideas behind systems thinking, as articulated by some prominent systems thinkers.
According to Senge (1999), systems thinking aims to identify the dynamic complexity
existing in organisations by looking at multiple cause-and-effect relationships over time.
Flood (1999) points out that ‘systemic thinking basically argues that behaviour is most
usefully understood as a result of loops where variables are interrelated. Behaviour results
from feedback between variables’. Wolstenholme (summarised in Barton et al. 2004)
emphasizes continuity and connectedness of resources, stakeholder perspectives, processes
and information flows. The traditional Balanced Scorecard model has recently been crit-
icised (see e.g. Kunc 2008) for a lack of clarity in the linkages between different
dimensions of performance. Herrscher (2006) argues for what he calls ‘the”really” inte-
grated Balanced Scorecard’ that links functions, responsibilities, inputs and outputs. The
work described here attempts to address these criticisms in the context of the management
of social enterprises.

In developing a social enterprise scorecard, the authors sought to take a holistic and
coherent view of the performance management of social enterprises—both in terms of
respecting a range of stakeholder perspectives, and of including a range of interrelated
performance measures. Considering the need for social enterprises to reflect the views of a
full range of stakeholders, the authors reflected upon the need to make difficult ‘boundary
judgements’. Flood (1999) describes a boundary judgement as ‘a choice that determines
who is to be in the bounded action area and will benefit and who is to be out and will not
benefit’; he points out that such judgements are about ethical choice making, and are value-
laden. Ngrreklit (2000) argues that some stakeholders, such as suppliers and public
authorities, are excluded from the traditional Balanced Scorecard model. Again, the
scorecard described here seeks to address these criticisms. Turning to the need for a set of
coherent and interrelated performance measures, Ngrreklit (2000) proposes that ‘a coherent
strategy is one in which the properties of the different areas of strategic focus (finance,
market requirements, technology, internal business processes, etc) are integrated and
harmonized, allowing the ends planned to be achieved through the working together of the
properties of the different areas of focus’. In a similar vein, deHaas and Kleingeld (1999)
define coherence in a performance measurement system as ‘an attribute of a PM system
which causes performance by the group acting upon that system to contribute to the
performance of other interdependent groups and, thereby, to contribute to the performance
of the organizational entity as.a whole’.

In the Social Enterprise Model of the Balanced Scorecard developed by the authors, the
four categories typical of the Kaplan and Norton model (see Fig. 1) have been replaced
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Balanced Scorecard: Private Sector Model

Fig. 2 Balanced scorecard: private sector model (based on Kaplan and Norton 1996b)

with others more suited to the needs of ACF (see Fig. 2). The four categories were also
chosen to allow the organisations under consideration to choose a set of performance
measures that are interrelated, and reflect a coherent strategy from the perspective of a full
range of stakeholders.

Business Model and Financial Return most closely resemble Kaplan and Norton’s
Business Perspective and Financial Perspective. However, Organisational Development
and Social Return on Investment (SROI) are concepts particularly relevant to social
enterprises. Organisational Development seeks to identify the increases in organisational
capacity that are taking place within a social enterprise. The Social Return on Investment
seeks to capture the value of the benefits that accrue to a wider constituency as a conse-
quence of the existence and interventions of a particular social enterprise (Fig. 3).

The Balanced Scorecard has also been criticised because the temporal link between the
variables is not clear (Kunc 2008; Ngrreklit 2000). Mindful of these criticisms, the social
enterprise scorecard consists of three boxes representing different time perspectives. The
innermost box presents a picture of the current situation. The middle box provides an
indication of where the social enterprise wishes to be in 18 months—2 years time, and the
outermost box projects a much more long term—5 to 10 year perspective. Again, the
intention is to highlight the connections and continuities in the organisation’s actions and
strategies over time.

Three short case studies now follow, including a high level image of each of the
Scorecards developed. In each case, the ‘full’ Scorecard (as used by the ACF and
the organisations concerned) is more detailed than the images presented here; in particular
the time dimensions (with ‘current position’, ‘near term goals’ and ‘long term goals’ for
each of the measures, where appropriate) are specified in more detail in the ‘full’ Score-
cards, but are not presented here to preserve a level of anonymity and confidentiality for
the organisations concerned.

The first case study is based in a credit union development agency in the Midlands of
land. The agency was established in the late 1980s to support the promotion, regis-
e local area, in an effort to combat financial
ork to support this strategy. It is a non-profit

En
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Balanced Scorecard:
Social Enterprise Model

Business Model Organisational

Within 3 years Development

Financial Return Social Return
Fig. 3 Balanced scorecard: social enterprise model

making limited company, run by a voluntary Board of Directors. Conversations between
the agency and the ACF focused on a number of important issues for the agency at the time
if its application to ACF; these included the need to raise the profile of credit unions in the
local area, and increase their cashflows; a desire to launch new financial products; and a
concern that the agency and the credit unions it supported needed to strengthen their
management teams, and enhance their IT systems and capabilities. The ACF decided to
support the project with a mixture of loan and grant funding.

The second case study is located in a materials management and composting sales
organisation in the north of England. It produces high quality compost, and handles green
waste material through a sustainable waste management system that avoids environmental
degradation. Based on the site of a wholesale market, the organisation’s activities have
diverted thousands of tons of organic market waste away from landfill. At the time of
application to the ACF, the volumes of waste being processed were increasing such that the
organisation needed to bring a second ‘state-of-the-art’ composting unit on stream. As well
as avoiding landfill, the organisation argued that its growth provided valuable new jobs,
work placement and training for residents in the local area. It was agreed that attention
should be paid to be the strength of the management board, and the skills of its members;
and that organisational growth was highlighting a need for financial management systems
to be developed further. The ACF supported the project with a mixture of loan and grant
funding, and agreement was reached that interest payments and capital repayments could
be linked to royalties on sales of compost (Fig. 4).

The third case study, also situated in the north of England, concerns the acquisition of a
business centre to house small businesses and community sector organisations. The
community-led regeneration organisation applying to the ACF for support was both a
social enterprise and a development trust, based in a geographic area that ranked highly in
the UK government’s Index of Deprivation. The organisation’s aim was to make this
disadvantaged area a better place to live and work. Its core business was the ownership and
management of a business centre with almost 100 work units, occupied by small busi-
tory bodies that provided valuable employ-
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Example: A Credit Union Development Agency

Fig. 4 A social enterprise scorecard (1)

were used for a wide range of purposes and activities. The organisation also managed and
delivered a number of grant-funded programmes via a range of sources. At the time of
application to ACF, the organisation recognised that it needed to address a number of
important issues, including the refurbishment of the building; the development of services
for tenants of the building; and a need to strengthen its own capabilities in a number of
areas including its marketing, its management of assets and human resources, and the
introduction of potential improvements in its management information systems. The ACF
provided 5 year loan funding for the project, linked to the possible creation in 5 years’
time of a local investment fund which could make cash and/or in-kind investment available
to local community organisations (Fig. 5).

The Scorecards presented above were developed over a period of time, based on con-
versations held during initial assessment visits to the organisations, and subsequent con-
versations. The authors believe that the conversations held, focusing on a range of strategic
issues for the organisations concerned, were extremely valuable, both to the assessors as
part of the ACF’s decision-making processes, and to staff within the organisations applying
to ACF for support. Use of the Scorecard as part of the conversation helped to bring some
key strategic issues into sharper focus (Fig. 6).

However, a number of problems were also experienced while using the Social Enter-
prise Scorecard. With the benefit of hindsight, the scorecard-based approach could have
been introduced more fully to the organisations concerned prior to the initial assessment
visit. Some of the early users expressed frustration during their initial attempts to use the
tool, describing it as ‘a mystery’ or ‘an Americanism’. Some users had not encountered
anything similar before, or were suspicious of it as a private sector model invented in
business schools and therefore only relevant to multinational corporations. However, over
time, as the Scorecard was used as part of the ACF’s on-going support to the organisations
concerned, its value became clearer to the managers concerned; one sceptical early user
later agreed it was ‘quite useful’; another commented that ‘the penny had begun to drop’.

n_some instances, the need. to populate the Scorecard with key issues and key data only
ormation within some of the organisations
ances, their organisational capacity, or their
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Example: a materials management organisation

Fig. 5 A social enterprise scorecard (2)

Example: business centre housing small businesses and
community organisations

Fig. 6 A social enterprise scorecard (3)

results (i.e. the impact of their own work). The interviews in some cases revealed a lack of
‘strategic grip’ on the part of the interviewees, which was a major cause of concern for the
ACF as a potential investor, and had to be addressed as a key requirement of the invest-
ment programme if the investment was to go ahead.

It is clear that the Scorecard has to be used flexibly, if it is to be of real value to investor
and investee. Each organisation applying to the ACF was facing a unique set of issues, and
these issues could change over the timescales of the application and the investment itself
ated by the sheer number of modifications in
ded to the ACF’s final investment panel and
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then to inclusion of a Scorecard in each of the organisation’s investment contracts. Another
cause of comment from both investors and investees, as the process proceeded, was that
there appears to be a lack of other ‘baseline tools’ for the evaluation of social enterprises—
hence all participants found the development of the Scorecards to be a major task, partly
due to its novelty for all concerned.

Discussion and Conclusions

A number of important discussion points emerge from the ACF case study. First, the design
of the Scorecard itself, including the choice of the four quadrants, was highly problematic
for the participants, and required significant thought and care. The scorecard needs to take
a holistic view of organisational life, and of the perspectives of a diverse group of
stakeholders. Social return is the prime concern for social enterprises, and must be
emphasised. Financial measures must reflect a need for sustainability, and a move away
from grant dependency, as well as the need to build the balance sheet to achieve inde-
pendent revenue streams beyond government. Organisational development appears to
correlate strongly with the conventional ‘learning and development’ box, but may also
involve rather ‘nuts and bolts’ capacity building across the core organisational/functional
areas. Under the heading of Business Model, it is valuable for social enterprises to think in
terms of products, services, and markets. While such business-orientated language may be
unfamiliar, the Scorecard can prompt valuable conversations around “what we do, who we
serve, and how we make money out of it”.

Next, having settled on headings for each of the four quadrants, the choice of measures
for each quadrant was again fraught with difficulty. The challenge is around what measures
are chosen, especially under the heading of Social Return. The authors believe that there is
a need for the rigorous development of new measures for social return, and that this could
be done in a number of ways. While it is tempting to seek to draw upon existing sets of
performance measurement tools, it can be argued that no good ones exist for social impact.
Therefore, one possibility is to draw upon qualitative evidence, for instance by holding
focus groups to understand the impact of the work of a particular organisation. Other
sources include insights from a range of stakeholders and practitioners, including market
research and/or customer satisfaction data. Government targets must always be considered
carefully, as the organisation’s future funding may be linked to its performance on a
number of key metrics specified by government departments. Above all, the performance
measures chosen must represent a coherent and integrated set, e.g. highlighting to users the
connections and inter-relationships across functional areas of the organisation.

A further level of complexity, once the key measures were identified, was the speci-
fication for each measure of the organisation’s ‘current position’, ‘near term goals’ and
‘long term goals’. The authors believe that the notion of highlighting connections via
temporal links was an essential element of the new scorecard. Interestingly, experience to
date suggests that the ‘near term’ or medium term snapshot provided by the Scorecard is
the most valuable, allowing organisations and especially boards and senior executives to
keep a ‘strategic grip’ in a period of rapid change and focus on those actions that have best
chance of changing performance in the round.

The Scorecard work highlights that many organisations are relatively poor at tracking
the outcomes_of their own work; this_can _be a critical omission, not least because—as
mentioned above—future funding may depend on evidence of impact. A related piece of
work would therefore be to create outcome tracking tools—and these could be based on
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longitudinal international studies where possible. The goal of outcome tracking is to
provide evidence of impact; how can an organisation demonstrate the different kinds of
social impact that it is achieving? The next step would be to put monetary value on some
outcomes, on a proxy basis. A further stage would attempt to assess monetary value across
a wide range of outcomes on a more accurate reflection of unit value. A final stage would
be ‘blended value’—the ultimate ‘bottom line’ bringing together all dimensions of value
including financial return.

The conclusions of this work highlight the range of applications of the Scorecard, in due
diligence, performance measurement and tracking over time. It is a valuable tool in sup-
porting the investor’s initial decision regarding whether to invest in a particular social
enterprise or not; it also provides valuable information in the area of on-going monitoring
and evaluation of the investee. It can highlight a wide range of organisational issues that
are central to risk management as described earlier, such as organisational capacity,
financial performance, service development, and the ability to provide evidence of added
social value. Hence it is a model that promotes planning and reflection within the orga-
nisation; it encourages learning, and a modification of existing theories through experience,
and it provides a focus for strategic consultancy support from the investor. It is also
important to stress its links with strategic management more generally; dramatising the gap
between the organisation’s current position and the vision, and hence the importance of key
short term interventions.

References

Andersen HV, Lawrie G, Savic N (2004) Effective quality management through third-generation balanced
scorecard. Int J Prod Perform Manag 53(7):634-645

Barton J, Emery M, Flood RL, Selsky JW, Wolstenholme E (2004) A maturing of systems thinking?
Evidence from three perspectives. Syst Pract Action Res 17(1):3-36

Chang L-c (2007) The NHS performance assessment framework as a balanced scorecard approach. Int J
Public Sect Manag 20(2):101-117

deHaas M, Kleingeld A (1999) Multi-level design of performance measurement systems: enhancing stra-
tegic dialogue throughout the organization. Manag Account Res 10:233-261

Flood RL (1999) Knowing of the unknowable. Syst Pract Action Res 12(3):247-256

Greatbanks R, Tapp D (2007) The impact of balanced scorecards in a public sector environment: empirical
evidence from Dunedin city council, New Zealand. Int J Oper Prod Manag 27(8):846-873

Halachmi A (2005) Performance measurement is only one way of managing performance. Int J Prod
Perform Manag 54(7):502-516

Herrscher EG (2006) What is the systems approach good for? Syst Pract Action Res 19:409-413

Irwin D (2002) Strategy mapping in the public sector. Long Range Plan 35:637-647

Johnston J (2005) Performance measurement uncertainly on the Grand Canal: ethical and productivity
conflicts between social and economic agency? Int J Prod Perform Manag 54(7):595-612

Kaplan RS (1998) Innovation action research: creating new management theory and practice. J Manag
Account Res 10:89-118

Kaplan RS, Norton DP (1992) The balanced scorecard: measures that drive performance. Harv Bus Rev
Jan—Feb: 71-80

Kaplan RS, Norton DP (1993) Putting the balanced scorecard to work. Harv Bus Rev Sep—Oct: 2-16

Kaplan RS, Norton DP (1996a) Using the balanced scorecard as a strategic management system. Harv Bus
Rev Jan—Feb: 75-85

Kaplan RS, Norton DP (1996b) Balanced scorecard: translating strategy into action. Harvard Business
School Press, Boston

Kaplan RS, Norton DP (2004) Strategy maps: converting intangible assets into tangible outcomes. Harvard
Business.School Press, Boston

Kong E (2007) The strategic importance of intellectual capital in the non-profit sector. J Intellect Cap
8(4):721-731

@ Springer



Syst Pract Action Res (2010) 23:127-141 141

Kunc M (2008) Using systems thinking to enhance strategy maps. Manag Decision 46(5):761-778

Lawrie G, Cobbold I (2004) Third-generation balanced scorecard: evolution of an effective strategic control
tool. Int J Prod Perform Manag 53(7):611-623

Lawrie G, Cobbold I, Marshall J (2004) Corporate performance management system in a devolved UK
governmental organization. Int J Prod Perform Manag 53(4):353-370

Lindholm A, Suomala P (2007) Learning by costing: sharpening cost image through life cycle costing? Int J
Prod Perform Manag 56(8):651-672

Maital S, Prakhya S, Seshadri DVR (2008) Bridging the chasm between management education, research
and practice: moving towards the ‘grounded theory’ approach. Vikalpa 33(1):1-18

Manville G (2007) Implementing a balanced scorecard framework in a not for profit SME. Int J Prod
Perform Manag 56(2):162-169

McAdam R, Hazlett S, Casey C (2005) Performance management in the UK public sector: addressing
multiple stakeholder complexity. Int J Public Sect Manag 18(3):256-273

Ngrreklit H (2000) The balance on the balanced scorecard—a critical analysis of some of its assumptions.
Manag Account Res 11:65-88

Papalexandris A, Ioannou G, Prastacos G, Soderquist KE (2005) An integrated methodology for putting the
balanced scorecard into action. Eur Manag J 23(2):214-227

Radnor Z, Lovell B (2003) Defining, justifying and implementing the balanced scorecard in the National
Health Service. Int J Med Mark 3(3):174-188

Senge P (1999) The fifth discipline: the art & practice of the learning organisation. Random House, London

Thake S, Lingayah S (2008) Delivering against expectations: interim report on the adventure capital fund,
London metropolitan university. London, UK

Wisniewski M, Dickson A (2001) Measuring performance in Dumfries and Galloway constabulary with the
balanced scorecard. J Oper Res Soc 52:1057-1066

Wisniewski M, Olafsson S (2004) Developing balanced scorecards in local authorities: a comparison of
experience. Int J Prod Perform Manag 53(7):602-610




Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

www.manharaa.com




	c.11213_2009_Article_9149.pdf
	Performance Management for Social Enterprises
	Abstract
	Introduction: What is a Social Enterprise?
	Funding and Financial Services for Social Enterprises
	Performance Management Beyond the Private Sector
	Introducing the Case Study: The ACF
	Risk Management for Social Enterprises
	A ‘Balanced Scorecard’ for Social Enterprises
	Discussion and Conclusions
	References



