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PREFACE

In 2001, a group of researchers gathered for the first time in Nice, France to focus
discussion on performance measurement and management control. Following the
success of that conference, subsequent conferences were organized in 2003, 2005,
2007, 2009, 2011, 2013, 2015, and 2017. This volume contains some of the exem-
plary papers that were presented at the ninth conference (from September 13 to
September 15, 2017), which was held in Nice, France (among several people, this
conference is known as “the Nice conference” rather than by its official name).

The conference has relied heavily on EIASM, specifically on Graziella Michelante
and Caroline Vander Elst, for organization and management; their enthusiastic
participation and excellent work has been critical to the success of the conference.
In addition, the conference has been made possible by the generous financial sup-
port of CIMA.

About 160 papers were submitted to the eighth conference. Thus, the competition
to make a presentation at the conference was quite high; eventually, 115 papers were
selected for presentations. In total, 138 participants from 29 countries were present
at the conference. Among the countries with the most participants were Germany
(16 participants), the United States (14), and Finland (11). However, there were
representatives from each continent, including Canada (North America), Brazil
and Chile (South America), Italy, Austria, France and the United Kingdom
(Europe), Australia and New Zealand (Oceania), China and Japan (Asia), and
Morocco (Africa).

At authors’ request, papers accepted for the conference could also be considered for
publication in this volume. This generated far more high-quality submissions than
we could fit in this book; therefore, another competitive selection was required. In
the end, we invited the authors of nine papers to submit their papers for the book.
In addition, there were two plenary sessions at this conference by Marc J. Epstein
and Sally Widener; the paper by Marc J. Epstein is also included in this volume.

Collectively, the papers in this book draw on different theoretical frameworks and
research methods, discuss a representative set of topics, and are based on different
research settings. Papers included in this book are from both “emerging scholars”
as well as from “recognized scholars.” The book includes several papers on “estab-
lished topics” such as performance measurement and (configurations of) control
systems, both in a profit as well as in a non-profit setting. The book also includes

vii



viil PREFACE

papers on upcoming topics such as integrated reporting and business intelligence.
The contents of this book represent a collection of leading research in manage-
ment control and performance measurement and provide a significant contribution
to the growing literature in the area.

Finally, we want to thank all of the speakers and participants at the conference.
Their attendance and enthusiastic participation has made the conference an
enjoyable learning experience, with lots of interactions and opportunities for new
scholars for participation in an established research community. We are hopeful
that this book will contribute to the continuing search for understanding and
development in performance measurement and management control, and pro-
vide guidance for both academic researchers and managers as they work toward
improving organizations.

Marc J. Epstein

Frank H. M. Verbeeten
Sally K. Widener
Editors
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CHAPTER 1

PERFORMANCE MEASUREMENT
AND MANAGEMENT CONTROL:
CHALLENGES FOR APPLICATIONS
AND RESEARCH IN NEW
SETTINGS

Marc J. Epstein

ABSTRACT

While balanced scorecards, strategy maps, and causal linkage models have
been applied extensively by profit organizations over the last two decades, a
similar approach to analysis, called logic models, has been increasingly applied
by non-profit and other social-purpose organizations. This chapter provides a
discussion of the basics of logic models and shows their application in three dif-
ferent settings, which include personal improvement, the social impact of busi-
ness schools, and corporate governance. The chapter also provides an extensive
discussion on field research and a case study of a leading international business
school, wherein logic models were applied followed by social impact measure-
ment. Finally, the chapter includes suggestions for future research that is needed
to improve the applications of logic models and social impact measurement and
the success of social-purpose organizations including business schools.

Keywords: Performance measurement; logic models; social impact
measurement; corporate governance; non-profit organizations; business
schools
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4 MARC J. EPSTEIN

The research literature in performance measurement and management control
has developed significantly over the last few decades. Yet, there are many areas
that still require important contributions in management research and guidance
in order to improve both for-profit and not-for-profit organizations. Over this
period, the development of the balanced scorecards, strategy maps, dashboards,
and causal linkage models have been written about extensively and implemented
in large numbers of for-profit organizations. These models have focused organiza-
tions on more clarity and specification on what they are trying to achieve, how
they plan to achieve their objectives, and how they will measure success.

During the same time, logic models were more completely developed and pop-
ularized by the W. K. Kellogg Foundation as a way to articulate how a program or
a non-profit organization does its work. A logic model links outputs, outcomes,
and impacts with the inputs and processes that are believed to cause them and the
theoretical underlying assumptions. Thus, it shows the hypothetical cause-and-
effect relationships underlying a program or a not-for-profit organization. It is
based on logic, empirical evidence, or both. It has become a critical foundation of
both planning and evaluation in social-purpose organizations.

However, performance measurement and management control models gener-
ally, and logic models specifically, have not been used effectively in many critical
areas where they would be quite helpful. This chapter describes three of these
areas as a way to contribute to the effectiveness of individuals, social-purpose
organizations, and corporations.

LOGIC MODELS

As defined previously and used in practice, logic models have made impor-
tant contributions in the formulation and implementation of strategy in social-
purpose organizations. A sample logic model for KaBOOM!, a prominent non-profit
organization that builds playgrounds where safe facilities for play do not exist, pro-
vides a useful example (Epstein & Yuthas, 2014; Leonard, Epstein, & Winig, 2005).
In Exhibit 1, the basic logic model of inputs, activities (or processes), out-
puts, outcomes, and impacts is seen. It describes how the organization intends to
achieve its goals. The arrows seen in the exhibit are critical as they represent the
causal relationships, which are at the foundation of logic models and the ability
of organizations to implement their strategies. The logic model shows specifically
how the organization’s resources, actions, and outputs are expected to result in

Outcomes Impacts

Inputs Processes Outputs Effect on Effect on

Resources Activities What you did client ‘ society

Capital and Construct Playgrounds Children Healthier
volunteers playgrounds completed play on children and
playgrounds communities

Exhibit 1. Sample Logic Model for Kaboom!
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positive impacts on stakeholders and society. Epstein (2017), Epstein and Yuthas
(2014), Epstein and Rejc-Buhovac (2014), and W. K. Kellogg Foundation (2004a,
2004b) provide more detailed information about logic models and the measure-
ment of social impact.

APPLICATION OF LOGIC MODELS TO PERSONAL
IMPROVEMENT

Logic models have been commonly used by social-purpose organizations to
describe organizations or specific organizational programs. However, one of my
colleagues found logic models to be so valuable that he began using them for his
own life to get more clarity and rigor about his objectives in life and what actions
he needed to take to achieve these objectives. He also began teaching logic models
as a central element in his courses for both improving the implementation and
measurement of success in social-purpose organizations as well as for improving
the lives and personal success of his students.

Early in each semester, he asks his students to articulate what they are try-
ing to achieve in life, what specific actions will be necessary to achieve these
objectives, and how they will know whether they have succeeded. Forcing the
rigor and clarity of the objectives, the implementation, and the measurement
of success has proved extremely helpful to his students. Many of these stu-
dents continue using their logic models well after the class has ended — and
even after they have graduated. The professor uses his personal logic model,
and encourages his students to do likewise, to guide his life decisions and keep
focused on his objectives and the path to success. Similar to what is central to
our field of performance measurement and management control for organiza-
tions, more carefully articulating mission, goals, and objectives along with the
intended paths to achieve them increases the likelihood of success for organi-
zations and individuals alike. Applying the frameworks and models we use in
our work can be extremely beneficial to our own personal lives and the lives
of our students.

LOGIC MODELS, BUSINESS SCHOOLS, AND OTHER
SOCIAL-PURPOSE ORGANIZATIONS

Financial Times, Forbes, and others consistently rank the Mexico City-based
Instituto Panamericano de Alta Direccion de Empresas (IPADE) as the top
business school in Latin America. It has more than 35,000 alumni and provides
programs in 24 cities in Mexico. Founded in 1967, it was established to train
managers based “on a pragmatic approach that combines academic acumen and
humanistic vision.” It was intended that these managers would then “positively
transform organizations in all sectors and, eventually, society itself.”

In 2016, in anticipation of the 50th anniversary of the school, I was contacted
to evaluate IPADE’s social impact, empirically test how well its graduates have
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succeeded in achieving its objectives, and make recommendations as to how
IPADE can increase its impact over the next 50 years.

IPADE agreed that the report (Epstein, 2017) would be made public. It is
available at http://50aniversario.ipade.mx/2017/10/31/ipade-with-a-high-impact-
on-business-executives-and-their-organizations/?lang=en. I do not know of any
other business school that completed a social-impact assessment. I conducted the
project with an independent research team with support from IPADE faculty and
staff but without any interference or monitoring of results so that confidentiality
could be provided to participants.

IPADE’s mission is to “develop leaders with global vision, social responsibil-
ity, and Christian values who are able to transform organizations and society.”
Therefore, before beginning the research project, the following two questions
quickly surface:

(1) Does IPADE develop leaders with the needed critical skills, global vision,
social responsibility, and Christian values?
(2) Do those graduates then transform organizations and society?

To answer these questions, IPADE asked me to develop an independent and
empirically based research project. On most projects to measure social impact,
the development of a logic model is a critical first step. The logic model is a causal
model of hypothesized relationships that should rigorously and clearly articulate
the organization’s mission and describe how it is to be achieved.

This is typically a significant challenge in most projects, which focus on
the measurement of social impact for social-purpose organizations (or social-
purpose segments of for-profit organizations). This is not surprising because the articu-
lation of what an organization is trying to achieve and how it intends to achieve these
objectives is also a significant challenge in similar projects in the for-profit sector as
companies try to develop strategy maps, causal linkage models, or balanced scorecards.

Exhibit 2 shows the developed logic model for IPADE.

After the development of the logic model, a research design was developed
to answer the two previous questions and independently and empirically test the
logic model. The research design focused on the following three types of data:

(1) Archival data.

(2) Self-reported data from interviews with IPADE graduates.

(3) Observations by non-IPADE graduates of behavior, actions, and impact of
IPADE graduates.

The archival data included internal data such as tabulations, analyses, and
reports produced by IPADE for both internal and external distribution. The
external archival data included reports from accrediting organizations such as
Association to Advance Collegiate Schools of Business (AACSB), Association
of MBAs (AMBA), and EFMD Quality Improvement System (EQUIS)
and organizations, which collect data from business schools to rank them on
various criteria and share that data broadly such as Forbes, CNN Expansion, and
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INPUTS > ACTIVITIES ~ C,>> OUTPUTS ~ C,>> OUTCOMES [ >> IM PACTS

| External Environment |

Participants’

. Tutor/Mentor
profile
Mandator Skills developed
IPADE’s 1{ (leadership, technical, Better managers
Culture and teamwor management)
values
Case Method
- Social Better human
International responsibility beings
Experience
I:iving th”e Global vision Better
IPADE acquired or o izati
experience enhanced rganizations
Faculty
The attention to copr
detail Ch:é;?]?:le;a;:es Better business
Staff i
4 enhanced community
Interaction
. between
Facilities participants
and staff
Chapel and
Chaplain Behavior as an
example
(of faculty and staff)
Daily Mass and

spiritual direction
Exhibit 2. TPADE Logic Model.

Financial Times. Though hundreds of pages of reports and archival data were
reviewed and evaluated, the data were primarily focused on the inputs and processes
described in the logic model and very little data were included on the outputs, out-
comes, and impacts that were the focus of this study. This is not surprising as these
outputs, outcomes, and impacts are more difficult to measure and remain typically
unmeasured.

There were 174 in-depth personal interviews conducted, all confidential with
no sharing of the details outside the research team of myself and three inter-
viewers that I trained and supervised. These were semi-structured interviews from
graduates from all three of IPADE’s major campuses (Mexico City, Guadalajara,
and Monterrey). The research project also included interviews from graduates
from each of the five decades of IPADE’s programs since its inception and from
each of their significant degree and non-degree programs.

An important part of the research design and implementation was the estab-
lishment of the counterfactual. A counterfactual is a marker for the social impact
created by someone who chose to go to IPADE versus one who did not. In
this way, we were able to create evidence about whether the IPADE program is
actually responsible for the observed results.

To test the counterfactual in this research project, it was important to inter-
view senior leaders along with human resource leaders and recruiting managers
who had no connection with IPADE and were able to observe the behavior and
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actions of IPADE graduates and compare them with others who went to other
business schools or no business school at all.

This project was an empirical test of the efficacy of IPADE’s logic model and
its mission. The results of the research project can be seen in Exhibit 3. The inter-
views provide significant support for some elements of the IPADE logic model
and less support for others. This provides an opportunity for IPADE to improve
and work more on those elements of the IPADE logic model that are currently
less effective to create more impact. It also provides an opportunity to carefully
examine the mission, the hypothesized logic model, and the implementation
through inputs and activities to determine whether changes are appropriate given
the new empirical evidence.

Examination of the results on Exhibit 3 (and the underlying data) and the
various causal paths that lead to social impact was quite informative and in some
cases quite surprising. Based on the archival data, I expected these results to show
strong support for an impact of producing better managers. I did not expect the
clear evidence of the strong social impact created by the IPADE programs of pro-
ducing both better human beings and a better society in addition to better manag-
ers. The consistent comments about the role of the human factor including ethics
and values in business and personal success and in social impact were surprising.
The project results show that IPADE provides a differentiated experience in both
IPADE degree and non-degree programs from most other business schools.

INPUTS * ACTIVITIES * 0oUTPUTS =l OUTCOMES * IMPACTS

| External Environment |

Participants’

profile Tutor/Mentor

Skills developed
(leadership, technical,
management)

Mandatory
teamwork

IPADE’s Better

Culture and
values

managers

Case Method

) International 50Ci?| »
IPADE's Experience responsibility

mission*

Better human
Better

beings

Society

Living the “IPADE”

i Global vision
experience Vs Better
q! or

The attention to enhanced oreanizations
detail

Christian values Better busi
Interaction between acquired or etter usu.1ess
community

Staff participants enhanced
and staff

Behavior as an

Facilities example [] WEAKSUPPORT
(of faculty and staff) |:| MODERATE SUPPORT

- STRONG SUPPORT
Chapel and Daily Mass and
Chaplain spiritual direction

Exhibit 3. TPADE Logic Model Results.
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After IPADE received the report, it determined that I should present the
detailed results of the study to the entire faculty and leadership of the school to
review the implications and determine the changes to be made. IPADE is taking
the results seriously and looking carefully at ways to improve its social impact
in the future. It is also examining new research to monitor social impact more
comprehensively on a continuing basis.

All universities and business schools (in addition to other social-purpose
organizations) should be evaluating their social impact. It is critical to clearly
and rigorously define mission and success and then empirically test whether the
desired impact is achieved.

The logic model is a critical component of this work. Measuring inputs, activi-
ties, and outputs is not enough. There is an obligation to determine whether the
desired social impact is being achieved, whether the school is making a difference,
and how the contribution to society can be improved.

IMPROVING THE EFFECTIVENESS OF CORPORATE
GOVERNANCE FOR VISIONARY-LED ORGANIZATIONS

A third example of the use of logic models can be seen in some of my current
research in corporate governance for visionary-led organizations. I have previ-
ously conducted many research projects and written extensively in books and
articles about issues related to the application of management control and perfor-
mance measurement models for improving both incremental and breakthrough
innovations in large organizations. I have also written extensively on corporate
governance and the roles and responsibilities of corporate board members.

Recently, I began work on the intersection of these topics specifically as they
relate to visionary leaders and founders of start-up corporations and focused
on the role of corporate boards in providing governance and strategic over-
sight necessary for founder and visionary-led organizations. Though there is
ample evidence that corporate governance principles and processes are critical
for the effective management of established companies, there is little research
that provides guidance on whether these same principles improve the success of
breakthrough innovation and start-ups that are led by founders and visionaries.
It could be that the strategic oversight can improve success but alternatively it
could be that this oversight would constrain leaders’ creativity and innovation.

A logic model can provide some important help and guidance in framing the
challenges and potential solutions for this research project. Asking for more clar-
ity and rigor around what an organization is trying to achieve, how it expects to
achieve the objectives (including the specific inputs, processes, outputs, outcomes,
and impacts), and how success would be measured is important. The application
of the basic models of management control and performance measurement is too
often lacking.

In this case, the logic and empirical evidence that underlie the hypothesized
causal relationships are unclear and need additional research. When should
the board intervene in providing the strategic oversight and assert its roles and
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responsibilities and decide on future direction and when should it let the vision-
ary founder lead into what may seem to be an unlikely path to success? Not only is
the answer unclear, but both the empirical evidence and the logic to answer these
questions are also unclear and thus more research is needed.

The following four questions quickly arise:

(1) Should corporate governance principles and processes change if the leader is
a founder or visionary?

(2) Does a visionary founder or chief executive officer require more or less super-
visory control and governance?

(3) What are the processes that lead to breakthrough innovation success in start-
ups and established corporations?

(4) What are the leading indicators that would help us predict success?

These questions all need additional research from management control, inno-
vation, and corporate-governance researchers.

The typical governance practices of visionaries with top-down manage-
ment styles and their companies such as Apple, Amazon, Facebook, Tesla, and
Snapchat are well known and have been written about extensively in the aca-
demic, managerial, and popular presses. The visionary founders often lead the
company with little input from peers and subordinates, and little oversight from
the board of directors. In some cases, the ownership structure of the shares gives
the shareholders little or no voting power to make changes or provide input or
guidance.

Often, these visionary-led companies do very well. Nevertheless, not always.
How can corporate boards protect against corporate practices gone awry like at
Enron, Theranos, Volkswagen, and Wells Fargo while still promoting creativity
and innovation? However, with the first five companies previously mentioned,
there have been substantial successes. With these last four companies, the creative
solutions led to disastrous results.

Therefore, sometimes the lack of corporate governance mechanisms and pro-
cesses and lack of board leadership can be beneficial to innovation and com-
pany success — and sometimes not. Can a logic model be developed that carefully
describes the objectives with clarity and rigor and then provides logic and empiri-
cal evidence to address these challenges?

The challenge is to develop a corporate governance and strategic oversight
model that can foster an ethical, responsible, and innovative culture with an often
strong and visionary leader. Companies must balance the need for innovation
and entrepreneurship with the needed governance and controls — and ensure that
innovations and creativity do not lead to dysfunctional behavior.

An active board that encourages healthy debate and seeks out contrary
opinions is critical. However, designing and implementing a culture and all of
the management control and performance-measurement systems to implement
this is not easy. The typical challenges of organizational design and change
exist. However, the added component of a strong and visionary founder
that exercises significant corporate control through both formal and informal



Performance Measurement and Management Control 11

power creates challenges that sometimes led to disaster and other times to
dysfunctional behavior.

Both start-ups and established companies must have strong corporate govern-
ance practices. The governance must also accommodate visionaries and big bets.
In addition, it must adhere to the foundational ethical and corporate governance
principles. We are working on both the design and implementation of such a sys-
tem to provide guidance to board members on how to distinguish those visionary
or founder actions that require oversight and intervention from those that do not
and better design and evaluate the relationships between a board and a visionary
or founder.

OPPORTUNITIES FOR FUTURE RESEARCH

The models, frameworks, and methods that are foundational to our field of man-
agement control and performance measurement in both practice and research are
widely applicable to improving organizations and society. There are many areas
where we can do more to contribute by applying our research and skills to prac-
tice. This includes using our models and skills in applications that may include
some very personal improvements. Through the application of logic models and
other approaches to help people to better articulate their objectives, the specific
actions they intend to take to achieve those objectives, and the way they will
measure success can be enormously helpful to improving their lives. The process
of doing this with clarity and rigor is what we teach in many of our classes and
yet we have not applied it to our personal lives, family, churches, schools, and
other organizations. These applications can be used to better guide one’s life.

Our research models, including logic models, can also be used to aid social-
purpose organizations and our own business schools as the previous IPADE
example demonstrates. In addition, it can be used to help frame and solve sig-
nificant organizational challenges in for-profit organizations as the example of
corporate governance for visionary-led organizations shows. More research on
the intersection of governance and innovation is desperately needed for both aca-
demics and managers. In all of these examples, rigorously defining success, articu-
lating the processes needed to achieve it, and then measuring success are critical
in all aspects of improving our lives.

As professionals in management control and performance measurement, most
of us teach, research, write, and advise about important issues in our field. Most
of us also see the field as critical factor that helps to improve organizations and
society. Yet, we have not often applied our frameworks, models, and methods to
make the most difference and the greatest improvements.

Logic models have wide applications in research and consulting — and improv-
ing organizations and society. As the examples in this chapter show, the models
that we use in performance measurement and management control have impor-
tant applications in personal improvement, social impact, and corporate perfor-
mance that have not been adequately developed. More research and applications
are necessary.
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