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Need for Evaluation
The  need  for  evaluation  of  NGOs in  general  can
be itemized as follows:
— means  of  obtaining  a  continuing  assessment

of  the  value  of  international  NGOs  in  order
to  demonstrate  their  special  role  to  critics
who may control fund allocation.

— inadequate  or  inaccurate  self  evaluation  by
a  few  organizations,  due  to  the  lack  of  ac-
cepted  techniques,  leads  to  the  discredit  of
the  general  objectives  of  all  fund  raising
organizations and nonprofit organizations.

— means  of  checking  on  the  progress  of  joint
programs,  points  of  duplication  or  inade-
quacy.

The  need  for  self  evaluation  of  an  individual
organization can be itemized as follows:
— each  organization  requires  some  means

of  assessing  its  performance  in  terms  of  its
ultimate  objectives  and  in  terms  of  specific
programs  as  a  guide  to  future  programs.
Evaluation  is  the  process  which  enables  the
administrator  to  describe  the  effects  of  his
program,  and  thereby  to  make  progressive
adjustments  in  order  to  reach  his  goals  more
effectively.

— need  for  members  of  an  organization  to  be
able  to  assess  objectively  the  performance
of executives of the organization.

— self  evaluation  is  a  valid  and  useful  function
of  those  in  association  management  posi-
tions.  It  is  a  way  of  developing  a  positive
attitude within the membership.

Current  Efforts  to  Evaluate  Non-Profit  Organi-
zations
International  NGOs  In  1954  a  group  of  30  NGOs
in  consultative  status  with  Unesco  undertook
an  enquiry  with  regard  to  techniques  employed
by  NGOs  in  evaluating  the  results  of  their  pro-
jects.  The  report  showed  that  some  organiza-
tions  use  travelling  inspectors  and  statistical
reports  which  can  be  compared  from  area  to
area.  Some  question  persons  who  have  been
involved  in  their  programs.  Some  evaluate  on
the  basis  of  the  increase  in  membership  in  a
given  area,  the  increase  of  the  material  resour-
ces in that area, and the resulting financial

independence  attained  by the  project.  The  costs
of  evaluation  were  shown  under  such  a  diversity
of  headings  that  it  was  impossible  to  give  the
cost  as  percentage  of  the  expenditure  on  the
project.  'Per  capita'  calculation  of  expenditure
was  frequently  inacceptable  as  being  unsuited
to  humanitarian  and  social  work  (Unesco,  D1).
In  1956  a plan was drawn  up  for the evaluation of
international  NGOs.  This  plan  was  prepared  by  a
committee  brought  together  by  the  Union  of
International  Associations  under  a  contract
from  Unesco.  The  plan  was  published  but  did
not  result  in  any  detailed  evaluation.  The  com-
mittee  rejected  any  quantitative  evaluation  and
concentrated  its  attention  on  the  techniques
for  qualitative  evaluation  of  a  group  of  NGOs
(their  aims,  their  program  targets,  the  operation
of the organizations), (Meynaud, Jean, D2).

Social Science and Voluntary Associations No
other  attempts  have  been  made  to  evaluate
international NGOs.
In  the  United  States  a  lot  of  work  is  being  done
in  the  social  sciences  on  organizational  effec-
tiveness,  efficiency,  control  and  decisionmaking
(see  bibliography  D).  Much  of  this  work  has
specifically  dealt  with  voluntary  non-profit  or-
ganizations.  Some  of  this  material  could  be
developed  into  useful  techniques  for  compa-
rative  analyses  of  international  NGOs,  but  many
of  the  techniques  are  dependent  on  complex
questionnaires  which  must  be  evaluated  by
experts.  Some  are  not  suited  as  a  mangement
tool  or  a  convenient  indication  to  members  of
the  progress  of  the  organization.
One  such  study  was  designed  to  test  some
"popular"  assumptions,  namely:  non-govern-
mental  organizations  are  more  efficient  than
governmental  agencies,  and  profit-making  or-
ganizations  are  more  efficient  than  non-profit
organizations.  The  results  suggested  that  the
assumptions  were  not  supported  by  evidence.
The  author  suggests  that  the  nature  of  the  popu-
lar  assumptions  may  have  had  the  unanticipated
consequence  of  making  such  organizations
highly  efficiency  conscious,  The  data  from  the
study  indicated  that  governmental  and  non-pro-
fit  organizations  do  have  slightly  larger  per-
centages of personnel directly concerned with
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accomplishment  of  the  objectives  of  the  organi-
zation  than  do  non-governmental  and  profit-
making  organizations.  (Haas,  E.,  Hall,  R.H.,
Johnson N.J., D3).

Accountancy and Non-Profit Organizations in the
field  of  accountancy  there  is  a  continuing  dis-
cussion  of  the  problems  of  giving  a  true  and
fair  account  of  the  financial  position  of  non-pro-
fit  organizations.  In  the  United  States  problems
of  satisfactory  financial  reporting  by  voluntary
health  and  welfare  organizations  have,  for
example,  concerned  these  organizations  for
many  years.  Most  of  these  bodies  have  been
urgently  concerned  with  the  adequacy  and
accuracy  of  their  public  financial  reporting,
since  malpratice  by  a  few  organizations  reflects
on  all  fund-raising  organizations.  A  committee
was  set  up  to  investigate  this  matter  and  pro-
duced a  report  on  the  "Accounting  and Financial
Reporting  Procedures  for  Voluntary  Health
Agencies"  (National  Health  Council,  El),  which
concentrated  on  the  establishment  of  uniform
accounting  and  financial  reporting.  A  discussion
of  the  committees  work  concluded  that  :  "Public
understanding  of  the  operations  of  a  non-profit
health  and  welfare  organization  must  be  based
on  recognition  from  the  outset  that  there  are
no  financial  reports  by  which  the  performance  of
an  agency  can  be  basically  appraised  compa-
rable  to  the  evaluation  of  a  commercial  organi-
zation  by  its  income  statement  and  balance
sheet.  Sound  evaluation  of  the  performances
of  a  voluntary  agency  must  be  based  substanti-
ally  on  criteria  other  than  financial  operations.
The  basic  need  of  the  contributing  public  was
considered  by  the  project  committee  to  be  full
and  complete  accounting  by  agencies  for re-
sources  received  and  used.  The  signifiance  of
voluntary  agency  financial  reports  to  the  public
is  to  be  found  in  their  accounting  for  steward-
ship  of  resources  rather  than  in  their  emphasis
on  operating  results".  (Withey,  H.A.  and  Hol-
man, G., E2).
The  accounting  studies  have  not  been  restricted
to  the  health  and  welfare  organizations  but  have
dealt  with  voluntary  non-profit  organizations  in
general  (see  bibliography  E).  Hospitals,  universi-
ties and churches have all received attention.

Productivity and Efficiency in  Non-Profit  Govern-
ment  Agencies  Closely  related  to  the  accounting
studies  are  the  efforts  to  improve  the  efficiency
of  non-profit  government  agencies.  Much  of
this  work  is  relevant  to  the  development  of
techniques of evaluating international NGOs.

(see  bibliography  E).  This  is  much  more  con-
cerned  with  the  development  of  useful  tech-
niques  fo r evaluation  by  management  and  the
public.

Association  Management  The  most  important
attempt  at  evaluation  is  being  made  in  the  United
States  by  the  American  Society  of  Association
Executives.  The  society  has  published  a  number
of  articles  and  reports  on  various  aspects  of
association  management  and  evaluation.  It  has
made  use  of  'operating  ratios'  in  evaluating
associations  in  a  manner  similar  to  that  used
with  ratio  analysis  in  commercial  organizations.
This  work  has  not  been  adapted  to  international
NGOs.
The  value  of  NGOs  has  not  yet  been  clearly
established  as  will  be  seen  from  some  of  the
critical  comments  listed  below.  The  main  reason
for  this  is  that  no  adequate  techniques  have
yet  been  developed  and  applied  to  demonstrate
the  value  of  these  organizations.  The  only
evidence  of  a  general  nature  is  qualitative,  and
the  fact  that  the  number  of  these  organizations
continues to increase.
There  are  a  variety  of  methods  for judging  the
quality  of  service  provided  by  an  organization.
Three  levels  of  measurement  of  excellence  can
be  identified.  The  impressionistic  evaluation  is
entirely  subjective,  the  presumptive  arises  when
excellence  is  presumed  because  certain  ar-
rangements  have  been  made  to  ensure  that  the
service  is  good.  The  most  valid  form  of  evalu-
ation  occurs  when  some  form  of  investigation  is
undertaken.  A  number  of  approaches  are  pos-
sible:  the  organization  program can be  evaluated
to  measure  progress  against  stated  goals;
reliance  can  be  placed  on  the  judgment  of
other  groups  interacting  with  the  organization;
the  productivity  of  the  organization  can  be
analysed;  an  expert  can  be  appointed  to  in-
vestigate  the  organization:  the  organization
executives  can  be  appraised  as  managers;
the  cost  of  operations  can  be  compared  with
those  in  other  organizations;  and  the  techniques
and  methods  employed  can  be  compared  with
those  used  in  other  organizations.
The  qualitative  evaluation  of  NGOs  will  be  con-
sidered  first  and  then  progress  toward  the
quantitative evaluation will be discussed.

Qualitative Evaluation
Methods:
In  this  section  the  value  and  weaknesses  of
NGOs  will  be  listed  as  viewed  by  those  con-
vinced  of  their  importance  and  also  by  others
who are less enthusiastic.
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Favourable View of NGO Value  One view, given
in a report to  Unesco on  the value of NGO work,
is  that  the  specific  values  of  international  non-
governmental action reside in:
— representation  of  the  link  between  the  indi-

vidual and the international community
— contribution  to  the  rapprochement  between

peoples  by  grouping  individuals  of  different
nationalities with similar views

— adoption  of  a  positive  approach  in  favour  of
progress  as  opposed  to  the  defensive  go-
vernmental attitude

— efforts  to  break  down  the  rigid  apparatus  of
vested interest

— ability  to   inspire  vocation   to   serve   inter-
national community.
(Speeckaert, G.P., D4).

Favourable View of NGO Weaknesses A list of
the gênerai problems and weaknesses of NGOs
is given below.
This  represents the  remarks and  suggestions
made at a meeting of NGO executives in Paris in
1966.
— need  to  improve  relations  between  the  inter-

national  secretariat  and  the  national  mem-
bers or national committees

— weakness  of  the  national  secretariat  com-
pared  to  some of  its  national  members,  leads
the  latter  to  consider  the  international  se-
cretariat  ineffective.  This can lead to national
secretariats  establishing  separate  programs
in parallel with the international program

— difficulties  of  extending  nembership  to  ge-
ographically  distant  developing  countries.
Such  members  need  stimulation  and  finan-
cial  support  which  it  is  not  always  possible
to supply from limited budgets.

— progressive  encroachment  on  the  NGO
sector  as  a  result  of  the  various  formulas  of
state  control  that  are  being  adopted  in  many
countries.  This  makes  it  difficult  for  NGOs
to remain outside politics

— increasingly  difficult  relationship  with  IGOs
because  of  the  lack  of  effort  to  project  an
NGO image to  the national  delegates of  these
organizations

— lack  of  staff,  equipment  and  finance  be-
cause  of  inability  to  convince  people  in  the
right quarters of the value of NGO activity

— lack  of  internationally  recognized  legal
status for NGOs

— lack  of  adequate  working  relations  between
NGOs in related fields

One  view  itemized  NGO  weaknesses  as  in-
cluding:  lack of  strong  leadership;  lack of  good
communication  between  the  organization's
leaders  and its  membership;  lack of  a  permanent
secretariat;  and  the  need  to  extend  geographic
representation  further  to  become  more  truly
international  in  character.  The  commonest  and
most  serions  weakness  is  inadequate  financing
(United  States  National  Commission  for Unesco
1964).

Other Views of NGO Value  Many political scien-
tists  are  convinced  that  in  the  current  state  of
international  relations,  NGOs  can  only  hope  to
modify  slightly  the  acts  of  intergovernmental
organizations.  They  consider  that  NGOs  can  do
little  to  achieve  any  real  or  useful  cooperation
(Meynaud, J., A18, p. 385-405).
Another  view  expressed  in  technical  termino-
logy  is  that  "different  types  of  private  inter-
national  associations  perform,  in  various  con-
texts,  the  articulation,  aggregation,  and  super-
visory  functions  and  provide  for  both  innovation
and  boundary  maintenance.  The  role  of  cross-
national  management  and  labour  groups  in  the
European  integrative  process  is  also  a  reflection
of this". (Miles, E., D5).

Other  Views  of  NGO  Weaknesses  In  one  ap-
proach to  the study of  international  organization,
international  NGOs  are  specifically  excluded
because  it  is  claimed  that  "their  role  in  interna-
tional  system  function  performance  is  minimal".
(Haas, M., D6).
Another  view  is  that  "despite  the  successes
which  international  non-governmental  organi-
zations  have  had,  problems  remain.  There  are
too  many,  some  of  them  the  result,  possibly,
of  the  efforts  of  'idle  women  in  search  of  cele-
brity,...politicians  on  the  downward  slope,...
ambitions  individuals,  and...sincere,  determined
but  unrealistic  men'...Many  have  large  resour-
ces,  many  more  few,  resulting  in  a  competition
for  funds  from  a  limited  number  of  sources...
Finally,  the  very  freedom  of  international  non-
governmental  organizations  in  a  world  charac-
terized  by  ideological  struggle  is  the  gravest
problem  facing  them."  (Blaisdell,  D.,  D  p.  388-
389).

Quantitative Evaluation
Methods:
In  this  section  the  problem  of  evaluating  non-
profit  organizations  using  quantitative  tech-
niques  will  be  discussed.  Much  of  this  work  has
been done in the United States in connection
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with  national  voluntary  agencies  or  indirectly
through  the  question  of  government  agency
efficiency as a non-profit organization.

Financial  Importance  of  Non-Profit  Organiza-
tions  Published  data  on  the  international  NGOs
in  existence  in  1958  show  that  the  total  of  their
budgets  amounted  to  S  300  million.  The  total
budgets  for all  intergovernmental  organizations
at  this  time  was  S  415  million.
In  addition  to  the  organization  budget,  there
are  the  indirect  economic  effects  of  an  inter-
national  congress  on  the  city  and  country  in
which  it  is  held.  Congress  costs  have  been
estimated  at  about  $  60-75  per  delegate  on
average.  Many  congresses  have  from  200-800
delegates  (Alkjaer,  E.,  D7).  There  are  from
3000-4000  congresses  per  year.
Data  on  national  NGOs  is  relevant  here  since
many  international  NGOs  have  programs  which
influence  the  expenditure  of  the  national  mem-
ber  organizations.  The  United  States  Internal
Revenue  Service,  for  example,  estimated  that
there  were  over  100,000  national,  regional  and
local  voluntary  health  and  welfare  agencies  in
the  country.  Between  1940  and  1958,  annual
contributions  to  these  agencies  increased  from
S 188  million to  S 1.5  billion.  It  is  estimated that
total  contributions  for  philanthropic  purposes
will exceed  S 13  billion in  1970  (Hamlin, R.H., D8).
A  count  of  American  national  conventions  in
1957,  showed  20,000  conventions  of  all  types
and  a  total  attendance  of  more  than  10  million.
Delegate  expenditure  was  estimated  at  S  1.2
billion (Turner, J.S., D9).

Efficiency  and  Effectiveness  :  an  important
Distinction  There  is  a  very  important  distinction
to  be  made  between  the  efficiency  and  the
effectiveness  of  an  organization.  The  distinction
is  that  the  former  measures  how well  a  program
is  carried  out  from  the  administrative  and  or-
ganizational  point  of  view,  whereas  the  latter
measures  the  contribution  made  by  the  pro-
gram  towards  the  fulfillment  of  the  objectives
of  the  organization.  A  completely  ineffectual
program can be carried out with great efficiency,
or  a  highly  effective  program  can  be  carried  out
using  most  inefficient  methods.
In  many  commercial  organizations  the  efficiency
of  management  can  be  measured  directly  by
the  profits  made.  The  more  profits  made,  the
greater  the  efficiency.  There  is  no  comparable
measure  of  performance  for  non-profit  organi-
zations  which  can  be  used  to  compare  one
organization with another.

In  a  commercial  organization  the  effectiveness
and  the  efficiency  are  closely  related.  When  the
objectives  of  the  organization  are  profits,  an
increase  in  efficiency  is  equivalent  to  an  in-
crease  in  effectiveness.  In  a  non-profit  organi-
zation  efficient  low  cost  performance  of  a  plan
is  not  necessarily  related  to  production  of  better
results.
In a profit-oriented commercial  organization,  the
financial  resources  used  can  be  directly  com-
pared  to  the  financial  results.  Where  the  com-
mercial  organization  is  not  solely  governed  in
terms  of  the  profit  criterion  (i.e.  where  manage-
ment  are  also  concerned  with  public  and  em-
ployee  welfare  and  other  intangible  factors),
the  situation  resembles  that  of  the  non-profit
organization.

A  very  common  observation  heard  among  the
personnel  of  a  non-profit  institution  is  that  their
particular  establishment  is  not  expected  to
earn  a  profit.  This  statement  has  much  broader
connotations  than  is  sometimes  realized,  either
by the outsider  or  by  those  within  the institution
itself.  To  those  who  are  commercially  oriented,
it  often  sounds  like  an  excuse  for  inefficiency
and,  therefore,  stirs  up  a  feeling  of  mistrust.
The  institutional  administrator  on  the  other
hand understands  this  statement  as an  assertion
of  purpose,  achievement  of  which  cannot  be
measured in financial terms

Measurement  of  Efficiency  Every  organization
has  certain  activities  which  require  the  regular
expenditure  of  funds  to  achieve  precise  results.
This  may  be  the  preparation  of  a  journal  or
newsletter,  publicity  mailings,  fundraising  cam-
paigns, etc.  There are  two  methods of  rating the
efficiency  of  such  activities  individually.  The
costs  of  the  activity  can  be  compared  with  those
of  the  previous  month  or  year  for  the  same  ac-
tivity.  The costs  can  also  be  compared  with  those
of  other  organizations,  not  necessarily  NGOs,
which  perform  the  same activity.  If  the  costs  go
down  from  period  to  period  then  the  efficiency
is  increasing  and  the  improvement  can  be
plotted  on  a  graph  as  a  guide  to  the  NGO  exe-
cutive.
This  form  of  comparison  does  not  give  an
absolute  figure  so  that  it  is  impossible  to  com-
pare  organizations  as  a  whole  in  this  way.  For
certain  types  of  organization  overall  efficiency
measures  can  be  developed.  In  a  membership
organization,  for  example,  the  proportion  of
funds  arising  from  membership  fees  could  be
checked  against  the  amount  arising  from  other
sources, such as sale of pulications. Increasing

144      ASSOCIATIONS INTERNATIONALES. 1969, No 3



independence  of  membership  funds  could  be
equated  with  increased  efficiency,  if  it  is  assu-
med  that  an  efficiently  run  organization  should
be self-sufficient.

Measurement  of  Effectiveness  There  is  clearly
no  point  in  managing  an  organization  in  order
to achieve an increase in efficiency if  the organi-
zation  becomes  increasingly  ineffective.  Some
NGOs  have  registered  suspicion  of  any  attempts
at  making  themselves  efficient.  The  term  ef-
ficiency  has  acquired  during  the  past  generation
a  number  of  unfortunate  connotations  which
associate  it  with  a  mechanistic,  profit-directed,
stop-watch  theory  of  administration.  Criticisms
of  efficiency  as  a  guide  to  administration  have
been  frequent  and  vociferous.  (Simon,  H.,  D10).
p. 180-182).
Some  measure  of  effectiveness  is  therefore
necessary  to  check  that  efficiency  and  effecti-
veness  increase  together.  The  measurement  of
effectiveness  in  NGOs  is  a  much  more  difficult
matter.  Effectiveness  is  related  to  accomplish-
ment  of  organization  objectives  as  measured
by  some  perceptible  change  in  the  part  of  the
environment  with  which  the  organization  is
concerned.  The  problem  is  that  the  ultimate
value  objectives  of  international  NGOs  are
seldom  expressible  in  concrete  terms.  They
may  include  key  phrases  such  as  'increase
international  understanding  in  the  field  of
education  of  youth',  'improve  relations  between
documentalists  in  different  countries',  'improve
and  extend  inter-institute  relationships',  'foster
and facilitate exchanges...', etc.

It  is  not  sufficient  to  concentrate  on  some inter-
mediate goal,  because there is  a  serious danger
that  decisions  governed  by  the  intermediate
goal  will  persist  even  when  that  end  is  no  longer
appropriate  to  the  realization  of  the  ultimate
value objective.

The  problem  is  made  more  difficult  when  an
organization  has  several  value  objectives  to  be
balanced.

Use  of  Indexes  to  Represent  Aspects  of  Effi-
ciency  and  Effectiveness  In  order  to  avoid  this
difficulty  it  is  possible  for  each  organization  to
consider  the  part  of  its  environment  that  it  wants
to  modify  and  to  define  the  factors  which  are
sufficient  to  represent  any  change  as  a  Result
of  its  activities.  For  example,  an  organization
interested  in  the  study  of  international  NGOs
might  develop  the  following  criteria.  Its  do-
cumentary activities might be checked by

totalling  the  number  of  favourable  and  un-
favourable  reviews,  the  number  of  citations  of
its  publications  in  research  papers,  number  of
supplementary  written  enquiries  received,  etc.
Its  activities  as  a  study  centre  could  be  evalu-
ated  on  the  basis  of  number  of  enquiries,
number  of  persons  coming  to  use  its  documen-
tation,  number  returning  a  second  time,  etc.
In  this  way,  indexes  can  be  set  up  for key  acti-
vities  and  can  be  plotted  on  a  graph  for com-
parison  from  year  to  year.  All  indexes  must  be
plotted  with  efficiency  indexes  on  the  same
graph  in  order  to  check  where  the  weak  points
of the organization are.
The  danger  is  that  the  indexes  will  be  taken  to
represent  the  goals  of  the  organization.  They
are  the  best  concrete  representation,  but  great
care  must  be  taken  that  they  are  reviewed  as
indexes,  to  check  whether  some  other  index
would  not  be  necessary  or  more  applicable  as
a measure of what the organization is  attempting
to achieve.

Comparison between NGOs
The  measures  of  efficiency  and  effectiveness
defined  above  are  mainly  for  use  as  an  assess-
ment of the progress of a particular organization.
An  organization  may,  however,  improve  on
previous  years  performance,  but  not  be  as
efficient  or  effective  as  other  organizations
concerned  with  the  same  sort  of  problems.  It
is  important  for  all  groups  concerned  with  the
progress  of  a  particular  organization  to  realize
any  such  differences  and  the  reason  for  them.
The executives of  the organization,  the members,
and  the  potential  fund-allocating  bodies  all  need
such information.
In  the  case  of  commercial  organizations,  com-
parison  is  based  on  an  analysis  of  the  balance
sheet  and  income  statement  for  each  organiza-
tion.  It  is  recognized  that  it  is  not  meaningful
(except  for  investment  purposes)  to  compare
organizations  which  operate  in  different  ways,
for  example,  an  engineering  consultancy  firm
and a shoe manufacturing firm. It  is however use-
ful  to  compare organizations  in  the  same  indus-
try  with  approximately  the  same  characteristics,
e.g.  heavy engineering firms,  or  leather  products
companies.  Such  comparison  is  based  on  a
classification  of  the  organizations  and  enables
individual  companies  to  determine  in  what  re-
spect  their  operations  are  better  or  worse  than
the  average  for the  other  companies  in  the  in-
dustry.  One  isolated  attempt  to  provide  some
form  of  analysis  for  trade  associations  has  been
made  through  the  American  Society  of  Associa-
tion Executives. (Huppelsberg, R., D11). Apart
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from  this,  no  attempt  has  been  made  to  develop
any  such  balance  sheet  analysis  for  non-profit
organizations.  The  reason  given  is  that  the  pro-
fit  criterion  is  absent.  Profit  is  however  only  one
of  the  factors  which  are  checked in  any analysis.
There  are  many  others  which  are  concerned
with  identifying  the  internal  equilibrium  and
general  health  of  the  company  which  are  not
directly  related  to  the  existence  of  profits.  In
addition,  the  extent  of  the  loss  made,  if  any,
by  a  non-profit  organization  does  give  useful
information  on  the  affairs  of  the  NGO  even  if
other  criteria  are  of  relatively  greater  im-
portance.
A  list  of  indexes  is  given  below  which  could  be
usefully  investigated  further  as  a  basis  for com-
parison  between  organizations  using  data  in
their balance sheets.

Business Ratios
Non-profit  organizations  may  have  departments
or  programs  which  produce  publications  for
sale  at  a  profit.  Such  departments  can  be
assessed  using  many  of  the  financial  ratios  in
use  in  business.
Fund management can be evaluated using:
— Debtors x 365 / Sales
— Inventory x 100 / Sales
— Creditors x 365 / Cost of Sales
Profitability related to sales can  be evaluated
using:    
— Gross profit x 100 / Sales

— Net profit x 100 / Sales
— Cost of sales x 100 / Sales
Other business ratios can be used to evaluate
the organization as a whole, e.g.
— Current assets/current liabilities.

Special Ratios
— ability  of  organization  to  attract  membership

support  and  degree  of  independency  of
membership support
— membership  dues  income/total   income

— ability  of  organization  to  produce  goods  or
services of value to public
— sales income/total income

— commitment   of   members   to   organization
— dues / member

— ability  of  organization  to  convince  its  en-
vironment of the value of its activities
— grant, donation, subsidy income/total in-

come
— measure  of  the  'share'  of  a  member  in  the

organization  (important  as  a  means  of  com-
paring between organizations)

— total income/number of members.

Comment
These  ratios  are  useless  as  absolute  figures.
They  can  only  be  useful  when  compared  with
the  same ratios  for the  previous years  to  show a
trend.  When  accounting  statement  data  for
different  organizations  can  be  made  compatible,
they  can  be  used  to  compare  the  financial  re-
sults  of  operations  of  organizations  with  similar
activities.
There  are  two  problems.  The  balance  sheets  of
organizations  are  not  yet  standardized  as  was
once  the  case  for  balance  sheet  data  for  com-
panies within  individual  countries.  This  has to  be
done  before  a  direct  comparison  is  possible.  A
useful  classification  of  NGOs  has  not  been  de-
veloped.  It  is  essential  to  be  able  to  compare
the  same  sort  of  organization.  The  balance
sheet  analysis  might  prove  to  be  a  useful  aid
in  grouping  organizations  with  the  same  cha-
racteristics  by  supplying  comparable  financial
ratios.
It  is  important  to  understand  that  any  such  eva-
luation  of  individual  organizations  or  groups  of
organizations  is  only  a  guide  for  all  the  parties
concerned  with  the  organization.  Evaluation  in
quantitative  terms  only  supplies  additional
information  which  must  be  balanced  against
the  qualitative,  subjective  evaluation,  as  an  aid
to  decision-making.  Evaluation  can  only  help  to
improve  the  organization.  Its  absence  will  not
necessarily  prevent  the  organization  from
functioning  effectively.  It  should  help  the  NGO
to  make  better  use  of  its  very  limited  financial
resources.
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