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Nonprofit organisations (NPOs) play a vital role in addressing social, 
cultural, environmental, and economic challenges globally. Howev-
er, their effectiveness and legitimacy increasingly depend on robust 
governance structures, sound leadership practices, and reliable social 
impact measurement. This review synthesises the literature on nonprofit 
governance models, board dynamics, stakeholder engagement, social 
impact assessment methodologies, organisational effectiveness, and 
ethical/legal considerations. It discusses the advantages and limitations 
of various governance frameworks, examines measurement and eval-
uation tools used to assess social outcomes, highlights challenges in 
stakeholder collaboration, and identifies best practices and research 
gaps. The review provides a conceptual framework for integrating 
governance and impact measurement to strengthen accountability, 
performance, and longterm sustainability of nonprofits.
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Introduction
Nonprofit organisations operate in a complex environ-
ment: they must balance missiondriven objectives with 
accountability to multiple stakeholders — beneficiaries, 
donors, regulators, communities, and sometimes the public 
at large. As societal expectations grow for transparency, 
effectiveness, and measurable outcomes, nonprofits face 
increasing pressure to adopt governance and evaluation 
mechanisms comparable to those in the private and public 
sectors. Welldesigned governance arrangements coupled 

with rigorous impact assessment can help nonprofits deliver 
on their missions, maintain legitimacy, secure resources, and 
adapt to changing environments.1,2 Yet, the nonprofit sector 
also faces unique challenges: diverse missions, resource 
constraints, stakeholder heterogeneity, and the difficulty 
of measuring social outcomes.3,4 This review examines how 
governance structures, decision-making processes, stake-
holder engagement, and impact measurement practices 
intersect to influence nonprofit performance, accountabil-
ity, and social value.
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Governance Structures, Board Dynamics, and 
Organisational Leadership
Governance Models in Nonprofits

Nonprofit governance is rarely “onesizefitsall”. Several 
governance models have been identified in the literature: 
traditional hierarchical governance, policygovernance, 
collaborative governance, community-driven or partici-
patory governance, hybrid/hybridgovernance models, and 
“resultsbased” governance approaches.5,6

•	 In a traditional model, boards are more involved in de-
tailed management decisions, often leading to overlap 
between governance and operational roles.

•	 The policygovernance model draws a clearer distinc-
tion between the board (which sets strategic direction 
and policies) and the executive/management (which 
handles day-to-day operations).5

•	 Collaborative or participatory governance models 
emphasise stakeholder input (beneficiaries, commu-
nity members, staff) in decision-making and strategic 
planning — especially in community-based or mem-
bership-based nonprofits.5,6

•	 Results-based or hybrid governance models combine 
strategic oversight with performance measurement, 
aligning governance more closely with outcomes than 
solely compliance.6

The choice of governance model often depends on organ-
isational size, resource base, mission scope, stakeholder 
complexity, and external environment.5

Board Dynamics and Social Capital

The effectiveness of nonprofit governance depends heavily 
on board functioning: composition, diversity, social capital 
(trust, relationships, shared norms), clarity of roles between 
board and staff, and continuous board development.2,7

Studies show that boards with strong internal social cap-
ital tend to govern more effectively.7 However, assessing 
“board effectiveness” remains methodologically challenging 
due to varied missions, multiple stakeholders, and lack of 
standardised metrics.2 Moreover, the relationship between 
governance structure and organisational performance is 
not always straightforward: while many studies report 
a positive association between board effectiveness and 
organisational outcomes, causal evidence is limited.3

Governance Mechanisms for Good Governance

A systematic review identified governance mechanisms 
widely regarded as indicative of “good governance”, includ-
ing transparency and reporting, stakeholder involvement, 
board education and training, conflict of interest policies, 
performance monitoring and evaluation, risk management, 
and ethical codes.1

Adoption of such mechanisms is motivated by account-
ability, donor confidence, legal compliance, and effective-
ness—especially as nonprofits grow or operate in com-
plex, multi-stakeholder settings.1 Contemporary nonprofit 
governance increasingly emphasises strategic oversight 
combined with accountability, stakeholder legitimacy, and 
performance orientation.

Governance Model Key Features Advantages Limitations

Traditional/Hierarchical
Board involved in detailed 

management; management 
executes operations

Clear control; simple 
structure

Risk of micromanagement; 
blurred roles

Policy-Governance

Board sets policies and 
strategic direction; 

management handles daily 
operations

Clear role 
separation; strategic 

focus

Requires highly capable 
executive; board may be less 

involved in operational insight

Collaborative/Participatory
Stakeholders (beneficiaries, 

staff, community) involved in 
decision-making

Enhances legitimacy; 
responsive to 
stakeholders

Can be time-consuming; 
potential conflict among 

stakeholders

Hybrid/Results-Based
Combines strategic 

oversight with performance 
measurement

Aligns governance 
with outcomes; 
performance-

focused

Requires robust measurement 
systems; may be complex for 

small nonprofits

Community-Driven
Local communities play 
a major role in decision-

making

Strong community 
ownership; culturally 

sensitive

May lack formal governance 
expertise; slower decision-

making

Table 1.Governance Models in Nonprofit Organizations
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Social Impact Measurement: Methodologies, 
Challenges, and Best Practices
Why Measure Social Impact?

Measuring social impact serves multiple purposes: demon-
strating accountability, guiding learning and improvement, 
informing strategic decision-making, and strengthening 
legitimacy and trust.4,8 Measurement should not just be a 
“yardstick for success” but also a lever for adaptive man-
agement.8

Impact Assessment Frameworks and Tools

Various frameworks exist to assess nonprofit social impact, 
ranging from output-focused reporting to sophisticated 
methodologies combining quantitative and qualitative 
data, short-term and long-term outcomes, and stakeholder 
feedback.4,9

Examples:

•	 The Social Return on Investment (SROI) methodology 
monetises social value to compare benefits relative 
to costs.4

•	 The Constituent Voice approach focuses on gathering 
feedback from beneficiaries to understand relational 
aspects, trust, and perceived agency.9

•	 Sector- or context-specific measurement scales, e.g., 
the social-management scale for Spanish nonprofit 
organisations, measure social management.5

•	 Broad organisational performance frameworks (e.g., 
the Balanced Scorecard adapted for nonprofits) assess 
multiple dimensions: service quality, finance, stake-
holders, people & culture, and governance.8

Best practice emphasises starting with a clear theory of 
change, selecting key outcomes and indicators, combining 
quantitative and qualitative data, involving stakeholders, 
and using measurement for learning rather than only com-
pliance.8

Challenges and Limitations

Despite advances, nonprofits face challenges:

•	 Lack of resources for robust evaluation.4

•	 Absence of universal benchmarking systems.4

•	 Difficulty in attributing outcomes to nonprofit inter-
ventions.4

•	 Risk of prioritising measurable outcomes over intangible 
but important social change.9

•	 Potential for measurement to be donor-driven rather 
than learning-driven.9

Framework / Tool Methodology Purpose / Use Strengths Limitations

Social Return on 
Investment (SROI)

Monetizes social value 
relative to costs

Assess value-for-
money; decision-

making

Quantitative; 
communicates 

impact to funders

Complex; relies on 
assumptions; may 

overlook qualitative 
outcomes

Constituent Voice Collects feedback 
from beneficiaries

Enhances stakeholder 
engagement; 

measures perceived 
social value

Participatory; 
captures relational 

outcomes

May be resource-
intensive; subjective 

data

Balanced Scorecard 
(Nonprofit 

Adaptation)

Multiple dimensions: 
service quality, 

finance, stakeholders, 
internal processes

Comprehensive 
organizational 
performance 
assessment

Holistic; aligns 
strategy and 
operations

May require 
sophisticated data 

systems; risk of 
overcomplexity

Sector-Specific 
Scales (e.g., Social 
Management Scale 

for ONCE)

Standardized 
indicators tailored to 

sector

Measure social 
management 
effectiveness

Relevant, 
validated for 

sector

Limited 
generalizability; 
context-specific

Theory of Change + 
Mixed Methods

Qualitative + 
quantitative indicators 
mapped to intended 

outcomes

Guides program 
design and evaluation

Flexible; 
emphasizes 
learning and 
adaptation

Requires expertise; 
time-consuming

Table 2.Social Impact Measurement Frameworks and Tools
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Stakeholder Engagement, Collaboration, and 
Organisational Performance
The Role of Stakeholders in Governance and Impact

Stakeholders—including beneficiaries, staff, donors, and 
government partners—shape governance legitimacy, 
strategic priorities, and evaluation criteria.7 Participatory 
approaches like Constituent Voice ensure alignment with 
beneficiaries’ perspectives.9

Collaboration, Partnerships, and Networks

Cross-sector collaboration enhances resources, expertise, 
and legitimacy.6,7 Partnerships enable benchmarking, shared 
learning, and co-creation of impact frameworks. However, 
collaboration also raises governance challenges, requiring 
alignment of diverse stakeholder interests, clear account-
ability, and transparency.1

Organisational Effectiveness, Performance, and 
Sustainability
Measuring Organisational Performance Beyond 
Social Impact

Organisational effectiveness in nonprofits is multi-dimen-
sional: service quality, financial sustainability, stakeholder 
satisfaction, internal processes, and long-term viability.8 

Holistic performance measurement should incorporate 
multiple domains.8

Relationship Between Governance, Measurement, 
and Effectiveness

Governance structure and quality influence organisation-
al effectiveness: well-governed boards support strategic 
planning, resource mobilisation, risk management, and 
accountability, improving performance.3,4 Coupling gover-
nance with systematic measurement and learning positions 
nonprofits for adaptive management and mission sustain-
ability.8 Evidence remains limited due to the predominance 
of cross-sectional studies.7

Ethical, Legal, and Accountability Considerations
Nonprofit governance and impact measurement raise 
several ethical and legal issues:

•	 Transparency and accountability: formal governance 
mechanisms guard ethical integrity.1

•	 Stakeholder voice vs. power dynamics: participatory 
evaluation may conflict with funder expectations.9

•	 Measurement bias and mission drift: overemphasis on 
measurable outcomes may distort priorities.9

•	 Resource constraints and equity: smaller nonprofits 
may lack capacity for governance or measurement.4

Ethical practices should emphasise stakeholder empower-
ment, context sensitivity, transparency, and commitment 
to learning.

Toward an Integrated Framework: Governance 
+ Impact Measurement for Sustainable and 
Accountable Nonprofits

Key elements:
•	 Governance foundation: model tailored to size, mission, 

stakeholders, and resources.5,6

•	 Stakeholder engagement in planning, evaluation, and 
decision-making.7,9

•	 Theory of change clarity.8

•	 Mixed-method evaluation combining quantitative met-
rics and qualitative indicators.4,5,8,9

•	 Feedback, adaptation, learning.8

•	 Ethics, accountability, transparency.1,9

•	 Sustainability & capacity building.4,8

This framework helps nonprofits navigate trade-offs, re-
spond to evolving contexts, and deliver mission-driven 
outcomes.

Research Gaps and Future Directions
•	 Lack of longitudinal, rigorous studies linking gover-

nance, evaluation, and social impact.2,3

•	 Limited standardisation of measurement frameworks.4

•	 Underutilisation of participatory and mixed-method 
evaluation approaches.9

•	 Resource constraints and capacity limitations for small-
er nonprofits.4

•	 Ethical, equity, and power dynamics in stakeholder 
engagement and evaluation require further research.9

Future research should develop adaptable evaluation 
frameworks, explore governance–measurement interac-
tions, assess cost-benefit trade-offs, and centre equity and 
beneficiary voices.

Conclusion
Nonprofit organisations face growing demands for trans-
parency, accountability, and measurable social impact. 
Integrating well-designed governance, stakeholder engage-
ment, and mixed-method measurement can strengthen 
nonprofit effectiveness, legitimacy, and sustainability.1–9 

The proposed framework combines strategic oversight, 
stakeholder voice, measurement, learning, and ethical 
accountability, helping nonprofits advance their mission 
while maintaining credibility and public trust.
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