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Background

New Philanthropy Capital (NPC) is an
organisation that enables charities and
funders to do good, better. Our mission
is to make effectiveness central to how
charities work and how funders give.

A core part of our work is therefore
analysing charities and helping them to
improve their effectiveness. We restrict
our work to issues of human welfare.

Since 2003, NPC has analysed
hundreds of charities working across
the spectrum of human welfare. We
have used this work to promote the
discipline of charity analysis, identify
structural barriers to effectiveness (such
as funding mechanisms), stimulate
donations to effective charities, and help
charities to fundraise and increase their
effectiveness.

We believe that some charities are more
effective than others and that resources
should be directed to the ones that
make, or have the potential to make,

a significant impact. This is particularly

important when resources are so scarce.

We find that analysis helps charities to
become more effective, for example,
by enabling them to demonstrate their

impact more compellingly to funders,
or by encouraging them to adapt and
improve their services.

NPC’s approach to charity
analysis

NPC’s approach to charity analysis

is grounded in an understanding of
the social problems that the charity is
tackling. This knowledge helps us to
assess whether the charity is focusing
on the most needy areas and whether
the charity’s approach makes a lasting
impact.

We take a multidisciplinary approach

to analysing organisations. We draw

on financial analysis and management
consulting skills, and an extensive
knowledge of the many different types of
work undertaken by charities.

Through this approach, we attempt to
answer three key questions:

1. Is the charity tackling the most
important issues?

2. Is it tackling them in ways that make
a significant difference?

3. Has it got the ambition, leadership
and resources to continue to be
effective?

The analysis was the most balanced, independent
and honest appraisal of our organisation’s work

that | have seen.
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The defining characteristics
of an effective charity

Our experience suggests that there
are four defining characteristics of an
effective charity:

e Effective charities are in tune
with the external world. They use
external information about social
needs (for example, recognising the
mental health needs of children) to
decide what they should do and how
they should do it. These charities are
often highly innovative and quickly
adapt their services to new demands.

e Effective charities focus on
outcomes. They deliver positive
results that directly lead to their
ultimate goal. The most effective
charities measure these outcomes
and use the data to improve their
services and communicate impact to
donors.

e Effective charities make the
most of their resources. They
not only deliver positive outcomes
for their beneficiaries, but also do
so efficiently. They maximise the
use of their resources and, where
possible, enlist the support of other
organisations and individuals.

e Effective charities are ambitious
and have the capacity to achieve
their goals. They strive for
continuous improvement and achieve
this through clear leadership, high
quality staff, and adequate and
sustainable funding.



Figure 1: The dynamic nature of effective charities
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Figure 1 illustrates the links between
charities and the external environment.
It shows that effective charities use
information about the current situation
and results to ensure that they are
directing their resources in the best
possible way.

NPC’s framework for
analysing charities

The NPC Charity Analysis Framework
(see Table 1) is designed to provide

an insight into various dimensions of
organisational effectiveness. It is not a
standardised checklist, but a framework
that requires expertise and judgement to
be applied. Neither is it a rating system
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for ranking charities against each other,
although we do grade key dimensions of
effectiveness.

Our original framework was published

in our 2005 report Funding Success.
We have since updated the approach
to take our experience into account and
to accommodate large organisations
involved in many different types of
activities (typically various direct
services plus a lobbying or campaigning
dimension). Our updated framework,
summarised in this document, has been
tested against several types and sizes of
organisation. Details will be published in
summer 2009, in a report entitled Doing
good, better.

Case study: Measurement increases impact

Our analysis framework considers five
key elements of an organisation, each
of which is assessed against several

criteria. The five areas for analysis are:

e activities;

® results;

e sector impact;
e |eadership; and
e finances.

The framework is designed to be highly
flexible, and it is not necessary to assess
all charities against all criteria. We hope
that this will encourage many different
types of charity, and their funders, to use
the framework.

For young people, the chance to form trusting relationships with responsible adults is crucial to their development. But many
children who grow up in broken or difficult homes, or who are exposed to crime, substance abuse or domestic violence, do not get

this opportunity.

Chance UK works in the London boroughs of Hackney and Islington, and in partnerships elsewhere in the UK, to provide year-
long mentoring schemes for children of primary school age with behavioural and emotional problems. It pairs young people with
volunteer mentors who help them set and achieve educational, behavioural and personal goals.

The charity’s Chief Executive, Gracia McGrath, has committed Chance UK to recording the evidence for its outcomes in a useful
way. Changes in children’s behaviour and social skills are measured using the Goodman Strengths and Difficulties Questionnaire
(SDQ), a standard tool in children’s counselling. The SDQ is completed at the beginning and end of the mentoring scheme by

the person who referred the child to Chance UK (usually a teacher). The difference in the ‘before’ and ‘after’ scores is used as a
measure of change. Chance UK sees some improvement in SDQ scores for 98% of children. For over half of children, all difficulties
are successfully resolved so that the child can function better.

Because it systematically collates all the data it gathers, Chance UK noticed that, on the whole, badly-behaved children improved

more when paired with men, and children with poor social skills improved more when paired with women. Chance UK has used its
evidence to change the way it chooses from its bank of volunteers. Where possible, it now tries to pair children with male or female
mentors according to their specific needs and difficulties.



Table 1: The NPC Charity Analysis Framework

a whole?

How good are the results of individual projects and the organisation as

Area for Guiding questions Assessment criteria
analysis
Activities Is the charity doing the right things? Focus on the greatest needs
How will the charity develop? Match to the charity’s goals
Are its activities well-suited to this organisation? Ability to adapt and innovate
Potential to grow or replicate
Potential synergies
Results Is the charity committed to measuring results and learning from them? Results-driven culture

Evidence of positive results

Quiality of results evidence

Sector impact

Does the charity maximise its potential to improve the whole sector?

Does the charity exist primarily for itself or its beneficiaries?

Theory of change
Contribution to sector knowledge

Impact on services across the
sector

Leadership Is the charity managed professionally”? Governance
Is it heading in the right direction? Management team
Does it maximise the impact of its resources? Vision and strategy
Staff
Use of resources
Finances Is the charity financially sound? Financial security
Will it make good use of additional donations? Unit costs
Opportunities for donors
Grading Grid How are we doing?

We have used our Charity Analysis
Framework to develop a Grading Grid
for charity effectiveness (see Table 2).
The grid sets out the conclusions of the
analytical process of the framework,
picking out the most important features.
It describes the level of effectiveness
(excellent, good, satisfactory and below
expectations) in key areas, and includes
a ‘wow’ factor, which relates to the
potential of the charity rather than its past
or current effectiveness.

The grid allows us to ensure consistency
across our analysis and to compare one
charity against another. The framework
and grid together provide an approach
that funders can use to assess their
grantees, and charities can use to gain an
insight into their own effectiveness and to
identify areas where they could improve.

NPC'’s approach and methodology
has evolved over the years and is
continually developing. We hope that,
by sharing our thinking, we help to
inform and develop others’ thinking
and that we also get feedback and
suggestions for improvements. Please
send your comments and ideas to:
info@philanthropycapital.org.

Feedback on NPC'’s charity
analysis

In 2009, we conducted a survey

of the charities we have analysed
to establish how our analysis was
being used and whether it was
improving charity effectiveness. The
results were encouraging. Of the
99 recommended charities who
responded (a 70% response rate):

* 96% said the analysis was ‘useful’
or ‘very useful’;

e 62% said they had made some
change in their activities or
organisation as a result of our
analysis; and

e 74% said our analysis helped
them to raise funds.




Table 2: Grading Grid
(Note: full analysis must include a risk assessment in all areas)

Excellent

Good

Satisfactory

Below expectations

Targets the highest priority
needs, or areas that are

Targets mainly high
priority needs and areas

There is a clear need for
the services, but they are

Services may be ‘nice to
have’ but not essential

strategy with measurable
targets

Exceptionally strong
management team

Importance
P particularly difficult to fund that are difficult to fund not high priority ) .
oy Services duplicate others
Activities o )
Develops and pilots innovative
services
Well-established charities All main activities achieve | Isolated evaluations Intervention by the charity
systematically demonstrate positive outcomes, but show positive results, has little influence on
positive outcomes measurement is not the service is in high outcomes
Results . . regular demand, or the method .
Smaller charities deliver, or g ) . For charities that do
. . ) - of intervention has been
Culture have the potential to deliver, Has a highly convincing roven elsewhere not measure outcomes,
Eyidence positive results theory of change P there is little evidence to
" supported by a plan to Measurement may be support positive results
The best charities use data pp vap 'y pportp
. . deliver results resource-constrained
to improve services and track
results over long periods
Governance exceeds good Governance complies Governance mostly Weak governance
ractice and makes a tangible | with good practice complies with good
:{:n act g 9 a racfice 9 Poor management
b Effective leader who P
. ) ) No clear strategy
Leadershi Inspiring leader who stimulates | catalyses commitment to | Competent leader who
P change and proactively seeks | a common vision can deliver goals
Governance support to achieve goals
PP g Clear vision and strategy | Clear vision, but strategy
Management Clear, realistic vision, but few measurable not always translated into
supported by dynamic targets action
Vision & strategy PP yey 9

Optimisation of

Strong financial base and
getting stronger

Proven need and benefit from
additional funds

Well-funded and stable

Clarity of purpose for
donations

High quality staff

Financially stable but
would benefit from
additional funding

Average staff quality and

Financial concerns
Shortfall in staff capacity

Few cost controls

mission without being self-
centred

) ) . commitment Unfavourable cost data
resources Outstanding quality and with above average
' commitment of staff commitment Internal cost controls
Finances . but no efficiency
Extensive leverage of external | Some external leverage .
Staff improvement targets or
support, for example, through )
volunteers or public profile Internal cost controls and | benchmarking
Leverage P P benchmarking processes ,
i~ Large charities boost efficienc Average comparative
Efficiency 9 , Y| Better than average cost | cost data
through detailed cost analysis data
and efficiency targets
Superior cost data (eg, cost
per user)
Aims to reach significantly Aims to reach significantly | Plans gradual No convincing plans to
Ambition more people in more profound | more people and/or help | expansion, replication or | grow, replicate or improve
ways them in more profound improvement of existing services
Breadth and depth ways services
P Ambition is focused on the v
of change
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* The content of this report is the copyright of New Philanthropy Capital (‘NPC”).

* You may copy this report for your personal use and or for that of your firm or company and you may also republish, retransmit, redistribute or otherwise make the report available to any
other party provided that you acknowledge NPC’s copyright in and authorship of this report.

* To the extent permitted by law, NPC shall not be liable for loss or damage arising out of or in connection with the use of this report. This limitation applies to all damages of any kind,
including (without limitation) compensatory, direct, indirect or consequential damages, loss of data, loss of income or profit, loss of or damage to property and claims of third parties.
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