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After 30 years of housing development and neighborhood renewal, more and more
stakeholders in community development ask how to measure effectiveness aside
from the traditional means of bricks and mortar. Funders, in both philanthropy and
the public sector, encourage (and often require) the nonprofit sector in general to
measure the outcomes of their efforts. Tools of performance measurement and
standards increasingly attempt to gauge and improve the effectiveness and efficien-
cy of community development corporations (CDCs). This paper discusses three
categories of performance measurement and standards:

1. Process measurements, which include systems and procedures such as
quality improvement through total quality management (TQM).

2. Outcomes measurements, which apply to the results of systems, proce-
dures, and production, such as housing units built or development leading
to community improvement.

3. People measurements, which address issues of quality and performance in
human resource systems, such as employee retention.

DEFINITION

In brief, performance measurements and standards create tools designed to assess
the linkage between organizational strategies and achievements. These tools seek
objective answers to critical questions, including these: How did a particular pro-
gram engender the intended outcomes? How is this organization benefiting the
community? How are management and human resource systems successfully devel-
oping organizational capacity?

Given recent pressures to extend and enhance performance measurement and
standards, leaders in the CDC field need to raise and address additional questions
about both standards that are set internally by individual organizations and those
that are imposed externally by groups of organizations, intermediaries, and/or fun-
ders. For example, what accepted field-wide definitions of performance measure-
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ment and performance standards exist, and should they? If they do, how can the
community development field and CDCs in particular develop a coherent and
widely accepted definition of performance measurement for their work? How
should their organizations strive to achieve individual or field-derived standards?
What benefits and costs of various approaches exist? The question of how and if
the field would benefit from standards is complicated, controversial, and beyond
the scope of this paper. The trend toward some degree of performance measure-
ment and standards, however, seems to have taken root, and CDCs and community
development practitioners cannot wholly avoid the trend.

ExXAMPLES OF THE THREE CATEGORIES OF PERFORMANCE
STANDARDS IN CDCs

Community development corporations operate under many of the standards for
process, human resource, and outcome management that help govern the nonprofit
sector generally. Focusing on three categories of standards may be particularly use-
ful in the case of CDCs:

1. Process-focused standards. Given the many commercial predilections and
aspirations of contemporary CDCs, a host of standards aimed at measuring
process has taken hold in this particular nonprofit field. For example, TQM—
an organizing set of standards focused on process rather than inputs or out-
puts, which helps identify systemic flaws—has been used at the organization
level. Other function/process measurements also have been used at this level,
including lending ratios, amount/percentage of funding obtained, and budget
growth.

2. People-focused standards. On the human resource side, the influx of money
and attentionfrom funders such as the Human Capital Development Initiative
(HCDI) and the ongoing work of local Community Development Support
Collaborations have increased the use of human resource audits (Glickman
2003;The Urban Institute 1996). Likewise, preliminary work from the Living
Cities Milano Collaboration should highlight a “People First” cultural standard,
already posited to exist in high-performing CDCs. Future research will test
these relationships (http://www.lcmmix.org/links.cfm?cat=0&top=0).

3. Outcomes-focused standards. Initially, CDCs were held to performance meas-
ures of units and square footage of housing and commercial space constructed
and rehabilitated. More recently, funders have begun to seek a broader set of
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qualitative and quantitative standards relating to organizational capacity
(Fredericksen and London 2000) and performance outcomes.

There are major differences between internally set organization standards and

externally imposed field-wide standards:

1.

Organization standards. Much of the burgeoning evaluation literature within
and around the CDC field suggests the organization is itself the best resource
for impact indicators. Lately the CDC performance outcomes category has
taken a giant leap forward through initiatives such as the Success Measures
Project launched in 1997 by the Development Leadership Network with sup-
port from the McAuley Institute (as cited by the National Housing Institute,
along with other evaluation resources found at http://www.nhi.org/
online/issues/119/EvaluationRscs.html. (See the Success Measures Project’s
practitioner-friendly website at http://www.developmentleadership.net/.) This
network of community development practitioners and other stakeholders has
identified and created 44 community development program impact measures
that can be grouped in three broad areas: housing programs, economic devel-
opment programs, and community-building initiatives. The network’s literature
emphasizes that organizations select their own indicators to “reflect their own
unique vision, strategy and circumstances.”The indicators vary depending on
the area of impact.

Field standards. Networks of organizations, field intermediaries, funders, and
even regulators have developed field-wide standards and applied these to
organizations in the for-profit sector and, to a lesser extent, the nonprofit sec-
tor. Field-wide standards, however, have not taken hold in the CDC industry.
Although CDCs operate under some generic standards applied to nonprofits,
the debate continues as to how (and whether) to develop CDC-specific stan-
dards in process, human resource management, and performance outcomes.

THE BoTtTOM LINE: WHAT WORKS BEST FOR CDCSs?

Standards established within the organization are more likely to affect the inter-

nal organizational effectiveness of CDCs (for example, quality of service and

staff motivation), whereas field-wide standards are likely to impact external out-

comes (such as funding level, media perception of organizational effectiveness,

volunteer interest, and so forth). Both sets of outcomes may be desirable under

different circumstances, but in some cases, complying with field-wide standards

may be costly and not fundable. The CDC field, as well as the nonprofit sector
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more generally, has concerns about the wisdom of one-size-fits-all standards.
Thus, it remains unclear whether internal or field-wide standards are superior.
Performance enhancement may be achieved through standards derived from
the organization, but external stakeholder resources may be more likely to be
elicited through field-wide standards.

CONCLUSION

Given the questions raised by this paper and the various issues that CDCs must
consider, we believe the community development field should proceed cautiously
when considering performance measurement. Performance is in the eyes of the
myriad beholders, leading some to believe that one-size-fits-all standards will never
please everyone. Indeed, in the nonprofit sector, which includes vastly different
organizations in terms of size, age, and even state nonprofit legal requirements,
standards can have a chilling, conforming effect.

Certainly, the imposition of standards and certifications from without (or above)
has a different effect from the encouragement of performance improvement from
within organizations or across organizational fields. Only thin and disappointing
evidence exists on the direct correlation between performance measurement and
organizational effectiveness. Still, there may be reasons to move ahead, bearing in
mind the lessons of experience across sectors.

Standards and performance measurement often confer legitimacy both within and
upon a field; they can encourage organizations to endeavor to achieve the standards,
which may in turn lead to greater levels of effectiveness. Further, if standards lead
to additional accessible information and knowledge, benefits may emerge for
constituents such as donors/funders, potential employees/partners, and, of course,
communities.

If performance measures are to be useful, CDCs must align the category of selected
performance standards (process, people, outcomes) with performance measures
related to that category of performance. The effectiveness of process-related stan-
dards can be assessed best through measuring process improvements, whereas peo-
ple-related standards should be tied to individual and group performance out-
comes, and outcomes standards should reflect overall organizational performance
improvement.
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Performance measurement and standard compliance are costly (and rarely funded).
The community development field must recognize the issues associated with
measurement and standards, and leaders in the CDC field must address weaknesses
with the proper perspective and resources. If field-wide standards are to be set,
critical questions remain on how to do so. Who will set the standards? What are
the expectations? What funding will exist for compliance? What are the costs and
benefits of compliance and noncompliance?

Without satisfactory answers to these questions, this paper advises a considered
review of the value of performance measurement and standards to the CDC field.

REFERENCES

Fredericksen, Patricia, and Roseanne London. 2000. Disconnect in the Hollow State:
The Pivotal Role of Organizational Capacity in Community-Based Development
Organizations. Public Administration Review 60 (3): 230-239.

Glickman, Norman J. 2003. Building the Capacity of Community-Based
Development Organizations: The Case of Community Development Partnerships.
Paper prepared for the U.S. Department of Housing and Urban Development,
‘Washington, DC.

The Urban Institute. 1996. The Performance of Community Development
Systems: A Report to the National Community Development Initiative.
Washington, DC: The Urban Institute.

ADDITIONAL READING

Barnow, B.S. 2000. Exploring the Relationship Between Performance Management
and Program Impact: A Case Study of the Job Training Partnership Act. Journal of

Policy Analysis and Management 19 (1): 118-141.

Batt, Rosemary. 1999. Work Organization, Technology, and Performance in
Customer Service and Sales. Industrial & Labor Relations Review 52 (4): 539-564.

Becker, B.E., M.A. Huselid, and Dave Ulrich. 2001. The HR Scorecard: Linking
People, Strategy, and Performance. Cambridge, MA: Harvard Business School Press.

279



BUILDING THE ORGANIZATIONS THAT BuiLD COMMUNITIES

Brief, Arthur P, ed. 1984. Productivity Research in the Bebavioral and Social
Sciences. New York: Praeger Publishers.

Connor, Gary. 2003. Benefiting From Six Sigma. Manufacturing Engineering 130
(2):53-60.

Cronin, EJ. 1983. The Efficiency of Demand-Oriented Housing Programs:
Generalizing From Experimental Findings. Journal of Human Resources 18 (1):
100-125.

Fitz-Enz, Jac. 2000. The ROI of Human Capital: Measuring the economic value of
employee performance. AMACOM.

———.1994. How to measure human resource management. New York:
McGraw-Hill Trade.

Forbes, Daniel P. 1998. Measuring the Unmeasurable: Empirical Studies of Nonprofit
Organization Effectiveness From 1977 to 1997. Nonprofit and Voluntary Sector
Quarterly 27 (2): 183-202.

Gilbert, J.D. 1992. TQM Flops: A Chance To Learn From the Mistakes of Others.
National Productivity Review 11:491-499.

Hackman, J.R., and R. Wagemen. 1995. Total Quality Management: Empirical,
Conceptual, and Practical Issues. Administrative Science Quarterly 40 (2):
309-342.

Hage, Jerald. 1984. Organizational Theory and the Concept of Productivity. In
Productivity Research in the Bebavioral and Social Sciences, edited by A.P. Brief.
New York: Praeger Publishers.

Hansmann, Henry. 1980. The Role of Nonprofit Enterprise. Yale Law Journal 89:
835-901.

Heckman, J.J.,J.A. Smith, and C. Taber. 1996. What Do Bureaucrats Do? The Effects
of Performance Standards and Bureaucratic Preferences on Acceptance Into the
JTPA Program. In Advances in the study of entrepreneurship, innovation, and eco-
nomic growth 7: Reinventing government and the problem of bureaucracy, edit-
ed by Gary D. Libecap. Greenwich, CT: JAI Press.

280



THE RoOLE oF PERFORMANCE MEASURES

Heinrich, Carolyn J. 2002. Outcomes-Based Performance Management in the Public
Sector: Implications for Government Accountability and Effectiveness. Public
Administration Review (62) 6:712-726.

Huselid, M.A. 1995. The Impact of Human Resource Management Practices on
Turnover, Productivity, and Corporate Financial Performance. Academy of
Management Journal 38 (3): 635-673.

Huselid, M.A., and B.E. Becker. 1996. Methodological Issues in Cross-Sectional and
Panel Estimates of the Human Resource-Firm Performance Link. Industrial
Relations 35 (3): 400-423.

Johnston, D. 1990. Riding the Philanthropic Tide To Raise All Boats. Progressions 2:
7-9.

Jones, Jeff. 2003. Sarbanes-Oxley Act May Become Nonprofit Standard: Auditors
Urged To Be More Aggressive With Oversight of Nonprofits. The Nonprofit Times,
March 1.

Kanter, R.M., and D.V. Summers. 1987. Doing Well While Doing Good: Dilemmas of
Performance Measurement in Nonprofit Organizations and the Need for a Multiple
Constituency Approach. In The Nonprofit Sector: A Research Handbook, edited by
W.W. Powell. New Haven, CT:Yale University Press.

Kaplan, R.S., and D.P. Norton. 1996. Balanced Scorecard: Translating Strategy Into
Action. Cambridge, MA: Harvard Business School Press.

———.1992. The Balanced Scorecard: Measures That Drive Performance. Harvard
Business Review 70 (1): 71-79.

Kearns, K.P, R.J. Krasman, and WJ. Meyer. 1994. Why Nonprofit Organizations Are
Ripe for Total Quality Management. Nonprofit Management and Leadership 4:
447-460.

Krishnan, Raghu, et al. 1993. In Search of Quality Improvement: Problems of Design
and Implementation. The Academy of Management Executive 7 (4):7-23.

Littman, I.D. 1991. A Partner in Excellence. Quality 31: QI-QI2.

281



BUILDING THE ORGANIZATIONS THAT BuiLD COMMUNITIES

MacDuffie, J.P. 1995. Human Resource Bundles and Manufacturing Performance:
Organizational Logic and Flexible Production Systems in the World Auto Industry.
Industrial and Labor Relations Review 48 (2): 197-223.

Mahoney, T.A., and M.R. Watson. 1993. Evolving Modes of Workforce Governance:
An Evaluation. In Employee Representation: Alternatives and Future Directions,
edited by B.E. Kaufman and M.M. Kleiner. Madison, WI: Industrial Relations Research
Association.

Newcomer, K.E., ed. 1997. New Directions for Evaluation: Using Performance
Measurement To Improve Public and Nonprofit Programs. San Francisco: Jossey-
Bass.

Paton, Rob, and Jane Foot. 2000. Nonprofits’ Use of Awards To Improve and
Demonstrate Performance: Valuable Discipline or Burdensome Formalities? Voluntas
11:329-353.

Pennings, J.M. 1984. Productivity: Some Old and New Issues. In Productivity
Research in the Bebavioral and Social Sciences, edited by A.P. Brief. New York:
Praeger Publishers.

Perry-Smith, J.E., and T.C. Blum. 2000. Work-Family Human Resource Bundles and
Perceived Organizational Performance. Academy of Management Journal 43 (6):
1107-1118.

Radin, Beryl. 2000. The Government Performance and Results Act and the Tradition
of Federal Management Reform: Square Pegs in Round Holes? Journal of Public

Administration Research and Theory 10 (1):111-135.

Raffio,Thomas. 1992. Delta Dental Plan of Massachusetts. Sloan Management
Review 34:101-110.

Spognardi, Mark. 1997. Conducting a Human Resources Audit: A Primer. Employee
Relations Law Journal (23) 1: 105-123.

Ulrich, David. 1997. Human Resource Champions. Cambridge, MA: Harvard
Business School Press.

Uzumeri, M.V. 1997.1SO 9000 and Other Metastandards: Principles for Management
Practice? The Academy of Management Executive 11 (1):21-37.

282



THE RoOLE oF PERFORMANCE MEASURES

Walton, Mary, and W.E. Deming. 1986. The Deming Management Method. New
York: Berkley Publishing Group.

Wholey, J.S., and H.P. Hatry. 1992. The Case for Performance Monitoring. Public
Administration Review 52 (6): 604-611.

Youndt, M.A., et al. 1996. Human Resource Management, Manufacturing Strategy,
and Firm Performance. Academy of Management Journal 39 (4): 836-8067.

Zhang, Zhihai. 2000. Developing a Model of Quality Management Methods and
Evaluating Their Effects on Business Performance. Total Quality Management 11
(1):129-138.

ABoOUT THE AUTHORS

Rikki Abzug is a faculty member of the Nonprofit Management Program of the
Robert J. Milano Graduate School of Management and Urban Policy at New School
University in New York City. Mary R. Watson is assistant professor at the Milano
Graduate School of Management and Urban Policy at the New School University in
New York City.

283



