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(Abstract)
Determining the best way for evaluating organizational performance is a complex problem as it involves
assessment of indicators in multiple dimensions. In the case of nonprofit social service provision this
evaluation needs to consider also the outcomes of the service. This research develops a performance
measurement system that collects performance indicators, evaluates them and provides concrete
performance improvement recommendations to decision-makers in the nonprofit sector. Three dimensions
of performance are identified for social services: effectiveness or outcome achievement, service quality and
efficiency.
A framework for measuring performance in four stages or nodes is advanced. The nodes represent the most
important production functions for nonprofit organizations dedicated to social services. These are: (a)
financial (fundraising or income generation activities); (b) capacity creation; (c) service delivery; and, (d)
effectiveness. Survey instruments were developed to collect service quality and effectiveness indicators for
the last two nodes. Effectiveness measures were identified following a well-structured 7-step approach to
develop outcome-based objectives.
To effectively deal with this problem, the Data Envelopment Analysis (DEA) formulation was adapted to
evaluate performance at each node. DEA computes performance scores, optimal target performance levels,
and the performance frontier for different branches, units, or other comparable decision-making units
(DMUs). Two basic formulations were developed for this framework as follows: Model I as a four stage
formulation that carries the actual values of output variables of one node to the successive node, and Model
II as a formulation that carries the projections —i.e. the recommended targets— from one node to the other.
This last formulation assumes that the DMUs have undergone a reengineering effort and that their
indicators are set at their maximum potential. Several environmental factors affecting social service
provision were included in the analysis. Additionally, variable selection recommendations were developed
for DEA analysis and DEA graphical reports produced.
It was concluded that decision makers could use Model I to identify performance improvement targets in
each production node. The results from Model II can be used for resource planning after the targets are
achieved. Finally, this performance measurement framework is being implemented at one of largest
national social service agencies in the United States.

