Ascendant

STRATEGY MANAGEMENT GROUP

Balanced Scorecards for

Foundations

The Balanced Scorecard was developed by Drs. Ro-
bert Kaplan and David Norton in 1992 to address a
simple need: a more complete and balanced view of

organizational performance.

The result of their research was a recommendation to shift
focus away from strictly backward-looking financial results to a
more balanced system that monitors performance in the cus-
tomer, internal process, and learning perspective as well. The
ability to manage an organization’s strategy by measuring per-
formance against key strategic objectives and understand the
cause and effect linkages among them has revolutionized the

way organizations are managed.

Foundations are free from many of the challenges that most
nonprofit (and for-profit) organizations face. Nonetheless,
making an impact in the area of their target social sector re-
mains an imperative for them. The study, Beyond the Rbetoric:
Foundation Strategy by the Center for Effective Philanthropy,
surveyed CEOs and program officers of foundations and
found that while they believe in the importance of strategy,
there is a significant gap in their actual reliance upon the strat-
egy to drive decision making’. Trustees they surveyed not only
valued a strategic plan but clear, quantitative indicators against

which progress is tracked.”

While the issues facing foundations vary, the trend is the same:
a movement toward strategic measurement to monitor
progress toward achieving the mission. The Balanced Score-
card is a management system that has been well proven in the
private sector, the public sector, and increasingly in the foun-
dation and nonprofit sector. What differentiates the Balanced
Scorecard from other measurement and management systems

is that it:

*  Uses the organization’s strategy as the key organizing

principle,

*  Focuses on key strategic objectives and their cause and
effect relationships, and
*  Creates visibility through leading and lagging measures,

targets and strategic initiatives.

Using the Balanced Scorecard to Maximize
Impact for Foundations

Foundations have a unique role in the nonprofit sector as they
strive to address social and environmental problems by provid-
ing grants to nonprofit organizations. The ability to focus on
strategy and bring to bear the resources of multiple organiza-
tions on a shared vision or mission can yield results far greater
than what is possible for individuals or non-profits acting on
their own. The Balanced Scorecard helps foundations maxim-

ize their impact in three ways:

*  Grantee Performance. The efficacy of grantees operat-
ing within the sector can be improved with a discip-
lined strategy management system.

*  DPortfolio Optimization. A foundation can maximize
the impact of its portfolio by defining a set of shared
priorities across their network of grantees.

*  Mission Collaboration. Through using the Balanced
Scorecard, foundations can encourage broad-based col-

laboration on shared priorities and goals.

Grantee Performance

Many mission-driven organizations have implemented the
Balanced Scorecard with great results. Foundations can equip
their grantees to achieve these levels of performance by en-
couraging them to use a Balanced Scorecard. This provides
two key benefits: 1) The grantee will be able to better manage
itself to deliver on its mission, and 2) The foundation will get
visibility into the strategic performance of each grantee. This

will allow the foundation to answer questions such as, “Are the
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grantees satisfying the evolving needs of customers?” or “Is our
skill base what it needs to be?”

Portfolio Optimization

Foundations that are committed to achieving major social
change must focus on funding organizations that can contri-
bute to the solution in a range of different ways. However, a
recent Center for Effective Philanthropy study shows that
75% of foundations do not have a clear focus with a defined

strategy for accomplishing their mission.™

The Balanced Scorecard can help a foundation focus its grant-
making process by aligning the strategic objectives of the gran-
tees. While each of the grantees may have a distinct role to
play, there are likely a core set of high-level objectives the
foundation would like each organization to focus on as well.
High-level objectives suggested by the foundation can knit
together a portfolio of grantees focused on providing a single

social solution.

The effect is a sense of focus, belonging, community, and the
power of being a part of something larger. Coupling a shared
agenda with the opportunity for networking and learning from
one another significantly increases the value a foundation pro-
vides its grantees and accelerates impact for the portfolio as a

whole.

Mission Collaboration

At first glance, a foundation can only impact the grantee or-
ganizations in its portfolio, and thus no matter how large the
foundation, there is a limited impact it can have in the greater
community. Kramer and Cooch debunk this theory and show
that a foundation can have an impact that stretches beyond the
grantee community. In their article “The Power of Strategic
Mission Investing,” they illustrate this concept by highlighting
the power foundations have to achieve real change by making
strategic mission investments that complement their grant

making and leverage market forces."

Imagine making the strategic change agenda public for all in-
terested and related parties to see. A common vocabulary,
shared objectives, and focus on a core set of outcome measures
supported by a broad-based focus on supporting driver meas-
ures would result. The impact would now be exponentially

greater than even the largest foundation could achieve.

Condlusion

Having a strategy is critical to achieving results. Using the

Balanced Scorecard to communicate the strategy to all stake-

holders, to invest resources in line with the strategy, and to
measure performance against the strategy is where foundations

can make a
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