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The Evaluation of Resource Usage in 
the Not-For-Profit Environment

Dr. Loudell O. Ellis, CPA, CMA 
Birmingham, Alabama

The author describes how the concept 
and procedures of program evaluation 
can be applied to a non-profit organiza­
tion, such as a church. The article is 
adapted from a panel presentation given 
in April 1974 at the Southeastern Re­
gional meeting of the American Account­
ing Association.

Dr. Loudell O. Ellis, CPA, CMA, is As­
sociate Professor of Accounting at the Uni­
versity of Alabama at Birmingham. Her pre­
vious experience includes public accounting 
with Dudley, Hopton-Jones, Sims & 
Freeman and teaching at the University of 
South Alabama and Louisiana State Univer­
sity in New Orleans.

She has a Ph.D. from the University of 
Alabama in Tuscaloosa and is a Certified 
Public Accountant (State of Alabama). She is 
also one of the first women to obtain a Cer­
tificate in Management Accounting. Her 
many professional memberships include 
AWSCPA and ASWA.

Dr. Ellis has had articles published in the 
CPA Journal, in Church Administration, 
and in The Woman CPA. She presently 
serves as Editor of the Education Department 
of The Woman CPA.

Americans are becoming increasingly 
resource-use conscious, and managers 
are being called on to account for the effec­
tive use of resources, as well as for custo­
dianship over assets. Operational audits 
in addition to financial audits are recog­
nized as relevant to such an accountabili­
ty, especially in the public sector where 
the profit measurement is lacking.

Many accountants are members of not- 
for-profit organizations and are involved 
either directly or indirectly with their fi­
nancial operations. Such accountants in­
creasingly are asked to evaluate the use of 
resources in accomplishing objectives 
through programs1 and other courses of 
action.

The purpose of this article is to suggest 
program evaluation (described below) as 
one approach to the assessment of the use 
of resources. The church organization is 
used as an illustration, although concepts 
presented for churches are not basically 
different from those applicable to other 

organizations in the public sector. While 
operational auditing includes a consider­
ation of effectiveness, efficiency, and 
economy of operations, program evalua­
tion focuses on effectiveness.

Program Evaluation
Program evaluation is part of the feedback 
within the management information sys­
tem. Simply stated, program evaluation is 
results-oriented. It attempts to determine 
whether programs are achieving the re­
sults for which they were authorized and 
for which funds were made available. It 
provides desirable information for deci­
sion making and control purposes, i.e., 
for assessing the status of programs and 
their relative desirability, detecting de­
partures from plans, keeping current 
programs headed in the right direction, 
planning future programs, and establish­
ing priorities in the allocation of re­
sources.

In contrast to other selected not-for- 

profit organizations (such as governmen­
tal agencies), churches do not have the 
power to force contributions. When pas­
tors find themselves sitting in empty 
church buildings with no one attending 
Sunday School and worship services and 
with no contributions flowing into the 
church bank account, it would appear the 
former congregation had evaluated the 
church's programs as inadequate for its 
needs. Hopefully, a pastor's information 
and control system will provide useful 
feedback on church programs prior to 
such a widespread, adverse evaluation.

Environment of Church Programs
Several problems arise in evaluating a 
church program (or many of the programs 
in the public sector), e.g., in comparing 
inputs with outputs or in attempting 
cost-benefit analyses. First, consider out­
puts. The primary outputs (services) of a 
church usually are not tangible products 
or services, but are intangible, fee-free 
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spiritual ministries intended to fulfill a 
social need. Outputs, therefore, generally 
are not susceptible to objective valuation 
or quantification. For example, it is dif­
ficult to impute a dollar value for the 
spiritual revival experienced during the 
worship service, and the “value" of com­
fort to the distressed is difficult to mea­
sure.

Members' contributions do not neces­
sarily indicate the value of output, since 
no direct relationship exists between 
members' contributions and services re­
ceived. Members may make relatively 
large contributions, but avail themselves 
of services to a limited degree; or, they 
may make relatively small contributions 
and use services extensively.

Next, consider inputs (operating costs). 
Inputs also are not necessarily indicative 
of the value of outputs. In some cases it 
may take only weeks — but in other cases, 
years — for various persons to respond to 
and benefit from church ministries. Addi­
tionally, managed or discretionary costs 
are typical in the church environment 
making it difficult, if not impossible, to 
determine the optimum input cost of pro­
viding general religious services.

To reduce the amount of subjective 
value judgements needed to assess the 
success or failure of particular programs, 
evaluation normally is based on the de­
gree of accomplishment of stated goals — 
comparison of what happened with what 
should have happened. Under such cir­
cumstances, program evaluation appears 
to be a relatively simple matter: merely 
compare the objectives of the program 
with the degree of accomplishment of 
those objectives.

But what if the program has not been 
clearly defined and objectives estab­
lished? What if objectives are not quanti­
fiable? What if objectives have not been 
stated, even in narrative form? What if the 
objectives of the program (or, on a 
broader basis, of the church itself) are 
never expected to be fully attained? Such 
questions are indicative of problems en­
countered when attempting to evaluate 
church programs (or many of the pro­
grams in the public sector).

Meeting of Poor-Program- 
Evaluation Church
Consider a meeting of the governing 
board of Poor-Program-Evaluation 
Church. The chairperson begins: “The 
meeting will come to order. We have only 
one hour before Monday Night Football 
to approve budget requests for the com­
ing year and to review program status 
reports supporting such requests." (Pro­
gram chairpersons are asked to prepare 

annual reports concerning results of pro­
grams for the current year to date, vari­
ances from plans, estimated conse­
quences of such variances, and plans for 
the coming year.)

“The chairperson of Project A requests 
a 10% increase over last year's budget. He 
failed to submit a report on goals for his 
project and results of last year's activities. 
Oh well, we know the problem everyone 
is having with inflation; let's approve the 
request ....

“The director of Program B requests 
$28,000. She supports her request with an 
evaluation of last year's results and with a 
description of activities for the coming 
year. She lists her program objectives and 
the results desired by accomplishing the 
objectives. I don't think I'll take time to 
read this report. She used $25,000 last 
year; let's give her the same and let her 
delete the least important activity as she 
sees it ... .

“Program C requires $50,000 for next 
year's activities — $1,000 for literature, 
$3,000 for new robes, and $46,000 for mis­
cellaneous. Let's cut the $3,000 for new 
robes to $2,000 ....

“Now here's a new project — funds 
needed to promote A. Person for mayor. 
This raises a question concerning the 
church's participation in such an activity. 
A. Person is a member of our church; let's 
approve it, even though I'm not sure this 
is one of the purposes of our church ....

“Workers with Program E request an 
increase over last year's allowance. The 
committee did not engage in any ac­
tivities last year. Should we allocate funds 
to this project? Let's hold them to last 
year's budgeted amount; maybe they'll 
do something this year ....

“The chairperson of Program F says she 
wants to encourage participation of 
members in church training. She'll try 
sometime during the year to gather ideas 
and find a way to increase members' in­
volvement. If successful, she'll need a lit­
tle money; she doesn't say how much. 
Let's approve $500; it seems like a worthy 
project ....

' Objectives of Program G appear the 
same as those for Program B. Even though 
there's an overlap of coverage, I feel we 
should approve the request. After all, it 
gives us two chances for success in this 
area ....

“The director of Program H says he 
can't submit a list of goal accomplish­
ments because he forgot to remind the 
secretary to collect data each month. 
Nevertheless, he feels the program was 
worthwhile. I'm sure he knows what he's 
talking about ....

“One objective of Program I is to secure 

100% worship attendance by all members 
of the church during the coming year. I'm 
not sure such a goal is realistic, but it 
sounds good. . . .“ (And so the meeting 
goes until members rush home to watch 
Monday Night Football.)

Approach to Program Evaluation
As pointed out by Dr. Knighton,2 it may 
be desirable to evaluate the outputs of 
programs at several levels: (1) work ac­
complished and products produced, (2) 
benefits accomplished, and (3) impact 
achieved. Work accomplished and prod­
ucts produced concern the level of work 
accomplished — activities engaged in, or 
“what was done." Examples would be the 
number of persons visited as part of the 
proclamation program, number of mem­
bers served in Sunday School, and 
number of baptisms during the year.

In many cases such statistics are only 
surrogates for measuring the effective­
ness of the programs themselves, i.e., 
benefits accomplished and impact 
achieved. Benefits accomplished relate to 
the extent to which program objectives 
are attained. (For example, one objective 
may be to proclaim the gospel to the 
church community, not merely visit a cer­
tain number of residents.)* Impact 
achieved concerns the extent of change in 
the quality of life of society.

Steps in Evaluation
A first step necessary for program evalua­
tion is identification of the church's over­
all purpose for existence. Its purpose 
perhaps may be to improve the quality of 
life of society (impact achieved) by minis­
tering to the spiritual needs of the com­
munity. The church may never be able to 
evaluate objectively the impact achieved, 
yet it needs indicators (discussed below) 
to help assess movement toward the pur­
pose.

After identifying its overall purpose, a 
church should identify its areas of con­
cern, such as worship, proclamation, 
education, and ministry, and should de­
fine specific purposes for each area. As­
sume two selected purposes within the 
education area of concern are: (1) to guide 
pupils in spiritual growth, and (2) to teach 
general Christian principles and church 
policy. Such purposes are timeless inten­
tions, involving personal experiences that 
ordinarily cannot be directly observed, 
quantified, or evaluated, although these 
purposes are somewhat more tangible 
than the previously mentioned broad 
purpose of the church (to improve the 
quality of life of society). Again, indi­
cators are needed to help assess whether 
activities directed to each area of concern 
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are leading the church toward attainment 
of its purposes.

Performance indicators normally con­
cern results of activities perceived by the 
church to be conducive to accomplishing 
its purposes. For example, it seems 
reasonable to assume that attendance at 
Sunday Bible study would promote, 
though not guarantee, spiritual growth 
and the learning of Christian principles. 
Knowing that attendance in worship 
services is conducive to a worship experi­
ence, attendance may be used as an indi­
cator of effectiveness in the area of wor­
ship.

In selected cases it may not be appro­
priate to use only one indicator. In addi­
tion to counting the number of persons 
attending a particular worship service, for 
example, it may be desirable to accumu­
late data on those who attend on a regular 
basis and not just at special occasions 
such as Easter.

After identifying its areas of concern 
and purposes, the church normally 
should establish programs, program or­
ganizations, and projects for the conduct 
of activities. The church should state the 
long-range objectives and short-range 
goals for each program (benefits to be ac­
complished). As noted above, before 
program evaluation can be undertaken, or 
— indeed — before the first step is taken 
in program design, the overall purpose of 
the church and the purposes within the 
areas of concern must be determined and 
clearly stated. The purposes may not be 
measurable or even completely attain­
able, yet they should be stated. Such 
statement focuses attention on legitimate 
activities and provides a guide for the 
types of programs needed and the results 
desired.

At the same time that program objec­
tives are determined, evaluation criteria 
should be specified for assessing the 
merits and accomplishments of the pro­
grams. Agreement should be reached on 
the types of indicators to be used to judge 
satisfactory performance.

Goals — defined as intentions to ac­
complish a measurable quantity and/or 
quality or results within a specified time 
period — commonly are stated for each 
program or project. For example, goals of 
the education program for a one year 
period may include:

1. To enlist and secure attendance 
of a certain percentage of members 
in regular Sunday Bible study. 
(100% may be unrealistic.)
2. To enlist a specified percentage 
of members in daily home Bible 
study.
3. To provide a definite number of 

special Bible studies for all mem­
bers.
4. To conduct a certain number of 
training classes for potential Bible 
teachers.

Such goals are realistic and can be at­
tained. Their degree of attainment would 
indicate work accomplished and could be 
used to evaluate the program, as well as to 
provide surrogate measures (indicators) 
of the movement toward attainment of 
church purposes.

Assessment of Goals and Objectives 
Periodically, judgments are needed to as­
sess whether program objectives and 
goals are leading the church toward its 
broadly stated purposes. Questions such 
as the following should be considered:

1. Can the program accomplish its 
objectives with its current goals?
2. If it accomplishes its objectives, 
will it help move the church toward 
its purpose for existence?
3. Are programs with similar objec­
tives coordinated?
4. Have priorities in the use of re­
sources been established?
5. Were budget requests submitted 
with a statement of goals and plans 
for attainment of goals?
6. Have plans been made for col­
lecting data for evaluation pur­
poses?
7. Have deviations from last year's 
plans been determined and var­
iances explained?

Caution always should be exercised in 
using statistical growth figures to meas­
ure the attainment of objectives. Con­
tinual reconsideration of desired 
achievements must be made where 
changes in the church's market (i.e., its 
community and community residents) af­
fect membership, attendance, and offer­
ings. For example, membership in sub­
urban churches located in new and grow­
ing communities usually will increase re­
gardless of church programs.

In rare cases, comparisons of plans with 
accomplishments are not appropriate be­
cause accomplishments are affected by 
variables which cannot be controlled and 
anticipated — such as might occur in an 
inner-city church. Accordingly, it may be 
necessary to present the results of the 
program to the congregation and let it de­
cide whether the program is worth the 
budgeted resources used. In the final 
analysis, the congregation receives the 
bulk of the spiritual ministry, and, if ben­
efits are received, the congregation nor­
mally will provide support in the form of 
money and/or attendance.

Conclusion
Evaluation of the effectiveness of resource 
usage in the not-for-profit environment 
focuses on what are considered "man­
agement controls'' within the framework of 
overall internal control. Objectives 
should be clearly stated, a plan of action 
should be devised, procedures should be 
specified and adhered to, evaluation 
criteria should be developed, and control 
should be exercised through periodic re­
view and assessment of accomplishments 
against objectives. Although a church or­
ganization was used in this article to illus­
trate basic concepts, similar procedures 
are applicable to all not-for-profit organi­
zations in which outputs are difficult to 
quantify and to match against inputs.

Footnotes
1A program is defined as a course of action 

for which activities are directed toward the ac­
complishment of common objectives.

2Lennis M. Knighton, "Accounting for the 
Benefits of Public Programs," The Federal Ac­
countant, (March, 1972), pp. 4-19.

Accounting Professors 
Fall 1975

Minimum requirements — MBA or 
MS plus CPA and extensive teach­
ing experience. Ph.D or DBA (in ac­
counting), or near completion, de­
sirable. Exciting challenge of par­
ticipating in the growth of profes­
sional disciplines which are em­
phasized at this institution. Oppor­
tunity to teach at graduate (MS) in 
accounting and undergraduate 
levels. Appointment rank and salary 
highly competitive — dependent on 
education and experience 
background. Modern, attractive, 
functional campus offering residen­
tial, recreational, and cultural ad­
vantages of suburban Boston area.

Submit resume and references to: 
Professor Allan E. Oram, Chairman 
Department of Accounting 
Bentley College 
Waltham, MA 02154

An equal opportunity/affirmative ac­
tion employer
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