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The century of the third sector (in Europe)
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The 20th century was the century of the public and private sectors,
of raising wealth and social policies — both have created the
conditions for the establishment of an emergent third sector...

Economic boom — extraordinary
growth of the available public and
private income

(GDP per capita in Europe) Establishment of

' — strong public and
Grovyth of the overall sensmylty to private sectors

social needs of 1st generation —

20th like poverty and exclusion
Century +

Development of welfare states
and third sectors as mechanisms Opportunity for

of addressing social needs the establishment
of a third sector

Extraordinary development of
management theories and
practices for the private sector (to
boost productivity)
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The 21st century will be the century of the third sector — to help the
public sector implementing more effective social policies and the
private sector developing business and social responsibility.

21st
Century

Crises on the welfare state

Rising concern from the
private sector to social and
environmental issues

Shift on the development
paradigm (triple bottom line)
and on consumers
behaviors

Greater sensibility to social
needs of 2nd generation,
like quality of life and
happiness.

Rising competition and fast
changing environments
(globalization)

|
>
>
|
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Opportunities
for the growth
of the third
sector

Prepared to scale
up and be more
professional to
fulfill public and

private sector
demands?

. =

Need for better
strategic and
operational
management for
greater impact
and efficiency




«The 21st Century will be the century of the social sector organization.
The more economy, money and information become global, the more
community will matter. And only the social sector nonprofit
organization performs in the community, exploits its opportunities,
mobilizes its local resources, solves its problems. The leadership,
competence, and management of the social sector nonprofit
organization will thus largely determine the values, vision, the cohesion
and performance of 21st Century society»
Peter Drucker, 1999

i

If the 20t century was a century of enterprises and governments,
the 21st century will be the century of the third sector nonprofit
organizations.
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Are the third sector organizations prepared to scale up
and be more professional to fulfill public and private

sector demands and needs?

. =

Need for better strategic and operational

management for greater impact and efficiency
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The strategic management principles, tools
and methods
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Strategic Management is applicable and needed to the third sector
organizations, as long as it is properly adapted

A process through which an organization continuously adjusts its
resources and capabilities to the external environment to better achieve
its mission and goals.

* Differs from the operational management because it’s focused on the

What is long run.
Strategic its main goal is to assure an enduring competitiveness — which
management? demands a proactive attitude dealing with the fast changing external

and internal environments.

*In the private sector it is useful to improve the economic performance in
the long run, in the third sector it is useful to achieve the greatest
impact in the fulfillment of the organization’s mission.

Are strategic management principles and tools valuble to the third sector organizations?

YES, as long as they are ADAPTED to their different type of missions and
value creation mechanisms (the economic performance is not THE bottom-line.
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How does Strategic Management happens?

= The strategic management is a continuous and participative process involving the
strategic planning cycle, the operational planning cycle, and the monitoring cycle.

—_—

Strategic analysis

Mission and vision

__ Strategic Planning

Cycle
Strategic
Management -
Operational
Planning and

Implementation Cycle

Budget

—

} Monitoring Cycle

Tools and frameworks have been developed to boost success managing theses cycles.
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What type of strategic management tools were developed for the private

sector?’
- Management tools usage survey by 1,221 global executives -

-----------------------------------------------------------------------------------------------------------------------------------------------------------------------------

Customer Relationship Management 84%
Benchmarking 81%
Outsourcing 77%
Business Process Reengineering 69%

Scenario and contingency planning 69%
Knowledge management 69%

Strategic alliances 68%

Total Quality Management 64%

Loyalty Management Tools 51%

Merger and Acquisitions 50%

Note (1): Based on “Management Tools and Trends Survey 2007” by Darrell Rigby and Barbara Bilodeau (Bain & Company)
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There are already some strategic management tools developed
specifically to the third sector’...

Examples of methods and tools Main purpose

@ Balanced Scorecard *Monitor performance and align activities,
strategy and mission.

@ W. K. Kellogg Foundation Logic Model  +Bring together planning, evaluation and action

@ Theories of Change *Help align organizational goals with processes
and management with staff

@ Acumen fund scorecard * Assessment of the social return on investment

@ Social Return Assessment scorecard * Assessment of the social return on investment

@ AtKinsson Compass Assessment *Assessment of the sustainability of communities

@ Ongoing Assessment of Social Impacts +Assessment of the social outputs and outcomes
Social Return on Investments (SROI) *Assessment of the social return on investment
@ Benefit-Cost Analysis « Compare the social impact with the investment

Note (1): Based on the “Double Bottom Line Project Report” by Columbia Business School, Haas School of Business, Abt Associates and SVT Consulting
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...but they all have in common the need for organizational capacity...

To successfully implement strategic management tools, the organization needs to

make sure it has

the capacity needed

regarding people, processes,

infrastructures and competences — McKinsey developed a capacity assessment

grid.

- The McKinsey Capacity Assessment Grid -

» Performance management

* Planning: strategic, financial,
operational, human resources

* Fundraising and revenue
generation

« External relations building and
management

+ Other skills: public relations and
marketing, influencing of policy
making, ...

* Mission
* Vision — clarity and boldness
 Overarching goals

Aspirations

* Overall strategy

» Goals/performance targets

* Program growth and replication
* New program development

» Funding model

Strategy

« Staffing levels

* Board: composition,
commitment, support

» CEO and senior
management:
passion and vision,
impact orientation,
leadership skills

« Staff and volunteers

Organizational

* Planning systems

* Decision making framework

* Financial operations management
* Human resources management

* Physical and technological

infrastructures

Systems and
infrastructures

Organizational

resources structure

* Board governance
+ Organizational design
* Individual job design
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The balanced scorecard
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The balanced scorecard: history and concept

a The balanced scorecard was introduced, in the early 1990s, by Robert Kaplan and
David Norton of the Harvard Business School, as a performance management
framework — but it rapidly evolved to a strategic management system.

e In the early 1990s, with intensifying changing environments, due to globalization, and
the advent of marketing, due to intensifying competition, the demands to keep a
competition advantage changed dramatically — this led to a much higher importance of
information about the performance and the environment.

e Kaplan and Norton understood that companies didn't have the informational
systems needed to compete in a new “knowledge economy”. The management
control systems based on accounting indicators were becoming obsolete because
they concentrate in the past perspective — in the financial and economic dimensions.

e Companies needed an integrated tool of strategic management and monitoring,
with multiple type of indicators, able to help them in the effort for an enduring
competitive advantage and value creation in the future.

e The name [balanced scorecard] reflects the equilibrium between financial and non
financial measures and the short and long run perspectives.
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The balanced scorecard is a strategic management tool because it starts by the
mission, goals and strategy of the organization and translates them, through four
perspectives — the learning and growth perspective, the business process perspective,
the customer perspective and the financial perspective —, into goals, targets and
initiatives, helping companies to convert intangible assets into tangible outcomes.

The balanced scorecard retains traditional financial measures — important to tell the story of
past events but inadequate, however, for guiding and evaluating the journey that information
age companies must make to create future value through investment in customers, suppliers,

employees, processes, technology, and innovation.

Kaplan and Norton found that companies are using balanced scorecards to:

- Drive strategy execution

- Identify and align strategic initiatives;

- Clarify strategy and make strategy operational (align the organization with strategy);
- Link operational activities and budget with strategy;

- Conduct periodic evaluations to learn about and improve performance and strategy
- Report important information to the stakeholders

In its 75th anniversary issue, in 1997, the Harvard Business Review cited de balanced
scorecard as being one of the 15 most important management concepts ever and, in
2002, it was being used by 50% of the Fortune 500 companies.
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The balanced scorecard is structured through four perspectives of
the organization

Financial
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An objective is a concise description of what must be achieved by the organization through
its strategy. A measure (indicador) is a standard used to evaluate and communicate
performance. A target (metas) is a desired outcome. Initiatives are actions, activities that
the organization must develop to achieve the established targets.
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Building a strategy map allows the organization to visualize the
cause-effect relations between the different objectives established in

the four perspectives cuaesuits s Financial
Value
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The process of implementing a balanced scorecard involves all the
stages of the strategic management process (continuously!)

/-— Estrategia |
Traduzida num

mapa da estrategia Ciclo Testar as hipéteses
] de aprendizagem subjacentes as relagdes
Concretizada em estratégica causais plausivais
indicadoras & metas
y Balanced Scorecard Balanced scorecard
PHRE : Target
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WARNING

To successfully implement a balanced scorecard, the
organizations must adopt a culture focused on strategy.
This type of organizations, focused on strategy, are called
by Kaplan and Norton “Strategy-Focused Organizations”.

In a strategy-focused organization, the strategy is a daily
concern of everyone and everyone knows the link of its daily
operational routines and the strategy of the organization and
everyone has a willing to monitor and improve performance
— the balanced scorecard is one of the best tools to achieve
both.
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The balanced scorecard for the third sector
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Two main differences between the balanced scorecard developed to
the private sector and the one developed to the third sector

The balanced scorecard developed to the third sector:

0 The mission heads the scorecard: in a
nonprofit organization the most important
thing is its mission (even in the short term).

e The customer perspective becomes the
most important perspective. It's through
serving its customers that the organization
achieves its mission.

™~

Internal
Processes

Vision &
Strategy

Learning and
Growth
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The balanced scorecard as a strategic monitoring framework
enables the third sector organizations to continuously assess their
performance on the short and long run, through three families of
measures.

- The typical third sector organization conceptual flow -

Inputs Activities Outputs Outcomes Impact
(long run)
\ Efficiency /Targets e Mission
Efficacy Impact

Input ex.: # of trainers

Output ex.: # of hours of training

Outcome ex.: improvement of competences, self-esteem or social behaviors and attitudes
Impact ex.: employment and/or social inclusion
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Measures and targets should be defined for the four perspectives of
the balanced scorecard, accordingly to the mission and strategy

- The balanced scorecard and the three families of monitoring measures -

Mission

Impact: # young adults with
better jobs and social
behaviors

Customer

Outcome: # of young adults
beneficiating of training

Internal Processes

Output: # of hours of training
of young adults at risk

Learning and Growth

Input: # of hours of training for
new trainers

Financial

Input: Fundraising
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WARNING

Implementing a balanced scorecard initiates a process
of change in the organization that will lead to new
routines, roles, targets and control mechanisms within

. B

If there’s no openness for change, there's no reason to
adopt a balanced scorecard.

the organization.
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Case-study: Teach for America
(Ryan Wise)
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O Mapa de Estratégia da “Teach for America” TRADUZIR
(Kaplan et al., 2006)

Ivlelhorar as perspectias de Lirapliar as perspectrvas das

Pergpecﬁva vida IjﬂS CHEII.I;ES futUIﬁS Cr.l.ﬂIU;&S
do impacio provenientes daz provenientes de
Ii'al corenmmidades pobres coromidades pobres
soc
Perspectiva Professores (mpacte atrawvés

& Jnrand (irpacte
contrbuinds para a
rodarga soc ial)

dos memhros cle melhorias no

desernpenho dos alunos)

‘_f oy = 11
Perspectiva mentar a . urnentar a
das operacies dirensi, eleccimax fmentar 2 efiicia da Criar s
: variedade e candidatos eficdria dos .
internas e das . - rede coranidade de
gualiddade dos de elevada instititos de rezional de S dindmice
alavancas candidatos 4 cpualidacle forreacin ga oin
chave professores P
Amem{nL Mellhorar a eficicia dos membros
L ggegurar wn deserapenhio fiscal
Perspectiva Lomentar e farvordvel atrads de s boa gestio
Financeira dreersificar a2 fontes financeiva & do contrals da anments dos
de receitas custos
4 Construir uma hase financeira sustentivel
- . Melhorar as b zgegurar
Perspectiva . - )
mﬁ C':'nsm.u Ilelhorar as rapacidades g geatin Realizar
. o urna equipa capacidades do conselho eficaz erm experifncias
cresm;;:ntn e tafaleamdﬂntusz tecnolégivas de direcgiio toda a inteligentes
aprendizagem

racional orgatizagio

Consiruir uma organizacio prospera
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O balanced scorecard do “Teach for America”
(Fonte: Adaptado de Clark et al, 2004)

Perspectiva

Impacte Social

Objectivos

Melhorar as perspectivas de vida das criangas
provenientes das comunidades pobres

TRADUZIR

Medidas
n.° de novos professores

Metas
2000

% de professores cjuas criangas registam uma evoluco
positiva do seu desempenho escolar

30%

% de membros que chegam ao fim do seu compromisso

90%

Ampliar as perspectivas das futuras criangas
provenientes de comunidades pobres

% de alumni em posi¢des profissionais de elevado

% de alumni envolvidos em actividades locais ou
regionais

20%

Membros

Professores (impacte através de melhorias no desempenho
dos alunos)

% de membros altamente satisfeitos com o0 TFA

75%

% de membros que consideram o TFA valoriza os seus
esforcos

70%

Alumni (impacte contribuindo para a mudanga social)

% de alumni satisfeitos com o desempenho do TFA

75%

Operagdes internas

Aumentar a dimensdo, variedade e qualidade dos
candidatos a professores

% de candidatos de elevada qualidade

75%

diversidade dos candidatos (%)

Seleccionar candidatos de elevada qualidade

sucesso da primeira selec¢do (%)

75%

Aumentar a eficacia dos institutos de formagao

% de nodos membros satisfeitos com a formagdo

80%

Aumentar a eficacia da rede regional de apoio

% de membros satisfeitos com a rede regional de apoio

75%

Criar uma comunidade de alumni dindmica

% de alumni nos eventos TFA

20%

% de alumni que usam as plataformas electronicas de
encontro

40%

taxas de participac@o de alumni em eventos por etnia

Financeira

Aumentar e diversificar as fontes de receitas

montante de receitas anuais

montante de fundos angariados excluindo expanséo

$36 milhdes

n.° de individuos doadores de mais de $5000

200

Assegurar um desempenho fiscal favoravel através de uma
boa gestdo financeira e do controlo do aumento dos custos

montante acima/abaixo do or¢amento

dimensao do fundo de reserva

Aprendizagem e
crescimento

Construir uma equipa variada e talentosa

n.° de candidatos

5000

n.° de candidatos de elevado potencial que comecam a
formacédo para membros

3000

diversidade dos membros (%)

% de membros satisfeitos com a experiéncia TFA

75%

Melhorar as capacidades tecnoldgicas

% de membros satisfeitos com a tecnologia disponivel

70%

% de projectos novos implementados dentro do prazo

75%

Melhorar as capacidades do conselho de direc¢do nacional

montante anual de fundos angariados pelo conselho de
direccdo

Assegurar uma gestdo eficaz em toda a organizacao

% de objectivos chave anuais atingidos

80%
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