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ABSTRACT

The charity sector has major economic, cultural and social impacts on soci-
ety. To maintain confidence and build trust, good accounting and reporting 

systems are essential. Indeed, such could be viewed as necessary conditions for 
the health and growth of the sector. Well-developed and appropriate accounting 
and reporting systems (particularly with respect to performance) can help chari-
ties discharge accountability to external stakeholders and establish legitimacy in 
wider society. This paper explores and compares performance reporting by large 
charities in the United Kingdom (UK) (which has a more-established regulatory 
architecture) and in the Republic of Ireland (RoI) (which has a much-less developed 
regulatory framework) at a time when new reporting regulations are being intro-
duced. Through an analysis of the annual reports and annual reviews of 50 large 
charities, this paper highlights continuing weak performance accountability in 
both jurisdictions (especially in the RoI). The implications of this are discussed. It 
is argued that much has yet to be done by charities themselves, and by those con-
cerned with the administration and control of the sector, to rectify this weakness 
and provide a foundation for better accountability, legitimacy and trust. 

INTRODUCTION

The charity sector is quite different from either the private or the public sectors in 
terms of its orientation and motivation, the nature of its activities, its resource avail-
ability and the manner of its contribution to the public good. Regardless of their 
size, charities play a significant and vital role in society, often serving and assisting 
those who are most disadvantaged, marginalised or helpless. In both the United 
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Kingdom (UK) and the Republic of Ireland (RoI), an organisation is considered to 
be a charity if its purposes are deemed to be ‘charitable’ and it fulfils a ‘public ben-
efit’ (with the law in each jurisdiction specifying how such factors are determined). 
The charity sectors in the UK and RoI are significant socially and economically. In 
the UK, there are over 200,000 registered charities with an estimated total annual 
income approaching £80 billion (Charity Commission, 2016; Charity Commission 
for Northern Ireland (CCNI), 2017; Office of the Scottish Charity Regulator (OSCR), 
2017). In the RoI, although it is more difficult to get accurate estimates of numbers 
and economic significance (partly because of a regulatory framework more in its 
infancy), Breen and Carroll (2015) suggest that there may be over 8,000 charities, 
which are a subset of a larger not-for-profit (NFP) sector of 12,000 organisations 
with an annual income of approximately €6 billion (approximately £5.3 billion). 

The growth in the size and influence of the sector (Cabinet Office, 2002), com-
bined with a number of highly publicised governance and fundraising scandals, 
has led to increased sector visibility and public scrutiny in both the UK and RoI 
(Burke-Kennedy, 2013; O’Brien, 2013; Hind, 2017). In particular, the need for the 
sector to operate transparently and discharge accountability appropriately has been 
widely articulated (Charity Commission, 2000a, 2005; Ebrahim, 2003; Accounting 
Standards Board (ASB), 2007; Breen and Carroll, 2015). Under the 2006 Charities 
Act, the Charity Commission in England and Wales (hereafter referred to as Char-
ity Commission) has been charged with the responsibility to enhance charitable 
accountability, increase public trust and confidence and also promote the effective 
use of charitable funds. In Scotland and Northern Ireland (NI), major changes in the 
regulatory environment have emphasised similar themes. In the RoI, the Depart-
ment of Justice, Law Reform and Equality is responsible for charity regulation. The 
Charities Regulatory Authority (CRA) was established in October 2014, with a key 
task being to improve the accountability and transparency of the sector. 

Accountability can be viewed as being related to the requirement to be answera-
ble for one’s conduct and responsibilities. A key argument is that good accountability 
by charities supports building of trust, and trust is essential to ensure the health of 
the sector (including its ability to access funding). While accountability is wider 
than accounting (no matter how widely we define accounting), good accounting 
and reporting are key aspects of a good system of accountability. With regard to 
accountability, two key questions emerge: to whom is a charity accountable; and for 
what is a charity accountable? Reflecting ideas from both agency theory as related 
to charities (Laughlin, 1990) and Mitchell, Agle and Wood’s (1997) theory of stake-
holder identification and salience, it can be argued that donors (including funders) 
is a key upward stakeholder group to whom an account is owed. Donors/funders 
provide resources to a charity and often receive no direct economic benefit in return; 
without their support, charities cannot function and charitable activity will cease. 
In terms of the form of the account, it has been argued that while financial account-
ability (possibly through audited financial statements) is important (e.g. to indicate 
that the money raised has been used for the appropriate purposes and that the 
charity has ‘lived within its means’), such accounts are likely only to be of sec-
ondary importance to donors/funders (and other important stakeholders) (Gray, 
1983). Other wider information, particularly relating to performance, is likely to 
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be paramount in discharging accountability, and this will require the telling of ‘the 
story’ of the charity in a way that is truthful, consequential and engages with them 
(Boyne and Law, 1991; Stone and Ostrower, 2007; Connolly and Hyndman, 2013). 

The widespread adoption of appropriate accounting and reporting practices, and 
the ongoing renewal of such, has the potential to support charities in discharging 
accountability, particularly to donors/funders. A vital aspect of this has been the 
evolving development of a Statement of Recommended Practice (SORP)1 for chari-
ties. Over time, through its various iterations, the SORP, which consists of financial 
statement and trustees’ annual report (TAR) requirements,2 has increasingly empha-
sised the importance of performance information both in discharging accountability 
and as a basis for sharpening mission focus (Hyndman and McConville, 2018).

Reflecting a differential jurisdictional focus on the regulation of charities, most 
UK charities have had a charity regulator since the 19th century, while the CRA in 
the RoI was only established recently (2014). Indeed, possibly reflecting this, compli-
ance with the SORP is a legal requirement for the largest UK charities3 (including all 
of those in this study), although only best practice for RoI charities. Against a back-
drop of high-visibility governance and fundraising scandals, new accounting and 
reporting guidance and emerging legislative adjustments, the objective of this paper 
is to explore performance reporting by large charities in each jurisdiction in the 
light of the literature on accountability and stakeholder theory. This study offers a 
twofold theoretical contribution. Following stakeholder theory, it suggests that char-
ities perceive key stakeholders (including donors/funders and the general public) 
as particularly interested in the activities they carry out, rather than in ‘cold’ num-
bers measuring their efficiency and effectiveness; hence, a focus on more descriptive 
information relating to performance is provided in charities’ reports. Moreover, the 
results hint that having a mandatory reporting system in place potentially increases 
the likelihood of more general disclosure. This is evident in the case of the UK when 
compared to the RoI. The paper begins by discussing charity accounting and account-
ability, with a particular emphasis on performance reporting. This is followed by an 
overview of the changing landscape with respect to the accountability of charities in 
the UK and RoI; here, prior, related research is also presented. Then, after explaining 
the research methods, the results are reported and discussed. A key contribution of 
this paper is that it highlights continuing weak performance accountability in both 
jurisdictions (especially in the RoI). It is argued that much has yet to be done by 
charities themselves, and by those concerned with the administration and control of 
the sector, to rectify this weakness and provide a foundation for better accountability, 
legitimacy and trust. It is contended that such is necessary if the development of the 
sector is to be encouraged, and the ongoing health of it is to be safeguarded. 

FINANCIAL AND PERFORMANCE ACCOUNTABILITY

Accounting and Accountability
Conventional views of accounting see it as a purposive activity, directed towards a 
specified end, which is the meeting of users’ (or stakeholders’) information needs, 
with a stakeholder being defined as any ‘group or individual who can affect or is 
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affected by an organisation’s achievements’ (Freeman, 1984, p. 46) (e.g. beneficiaries, 
donors/funders, regulators or the public at large). It is viewed as being concerned 
with providing information to satisfy the needs of users/stakeholders (Accounting 
Standards Committee (ASC), 1975; ASB, 1999), and interpretations of this in the con-
text of not-for-profit organisations (NFPOs) (ASB, 2007) highlight a similar thrust. 
Accountability can be viewed as being related to the requirement to be answer-
able for one’s conduct and responsibilities; a concept that comes more into focus 
when faced with a changing and dynamic external environment (e.g. influenced by 
high-profile scandals and changing legislative frameworks). While accountability 
is more than accounting, good accounting and reporting are key aspects of a good 
system of accountability (Jackson, 1982). 

In the context of charities, the Charity Commission (2004a, p. 2) sees accountability 
in terms of a charity’s response to the legitimate information needs of its stakehold-
ers, an aspect of which is often made through annual reports that should provide 
‘adequate information to allow stakeholders to assess the overall performance of 
the charity’. Emphasising a wider perspective, Roberts and Scapens (1985, p. 447) 
describe accountability as a relationship where parties explain and take responsibil-
ity for their actions through ‘the giving and demanding of reasons for conduct’. In a 
similar light, Fry (1995, p. 184) views accountability in terms of ‘public account-giv-
ing’ that might include ‘justifications, rationalisations, stories, excuses’. 

This accountability relationship (or stakeholder/user-needs model) can be 
seen as a principal–agent association (reflecting ideas connected to agency theory) 
whereby a principal transfers resources to an agent and has expectations regarding 
the transfer. This forms the basis of an accountability relationship, and as Laughlin 
(1996) highlights, these expectations are complex and may be written and explicit 
or unwritten and implicit. In a charity context, the principal could be viewed as a 
donor or major funder (often considered a key stakeholder) who transfers resources 
(without any direct economic benefit to themselves anticipated) to an agent (the 
charity). With such a transfer, comes expectations (frequently not specifically 
detailed in anything resembling contractual terms) on the part of the donor/funder 
(principal) that the resources will be used to further the mission and objectives of 
the charity (often expressed in terms of supporting beneficiary need, or creating a 
wider public benefit); and expectations that information will be provided regard-
ing what a charity has done or plans to do (possibly in terms of activities, stories, 
plans and spending). Accountability is discharged (or an account is given) as such 
information is communicated (through a variety of mechanisms and channels) to 
the donor/funder (principal) regarding this. On this basis, the principal (donor/
funder) holds the agent (the charity) to account by responding to such information 
through action (e.g. continuing to provide funds or ceasing to provide funds) or 
communication (e.g. by congratulating or censoring the charity).

In considering the accountability, two key questions emerge: to whom is a char-
ity accountable; and for what is a charity accountable? 

To Whom Is a Charity Accountable?
Several authors have identified (or speculated about) the stakeholders who, in 
the language of Freeman (1984), are ‘affected’ or ‘affect’ the operation of NFPOs 



Performance Accountability

49

(including charities) (Hyndman and McDonnell, 2009). In these studies, the key 
external stakeholders identified include: beneficiaries, government and regulators, 
donors/funders and the public at large. Given the breadth of parties who might be 
considered stakeholders, the issue of how organisations can identify ‘who or what 
really counts’ and prioritise competing stakeholder claims is considered by Mitchell 
et al. (1997, p. 853). They argue that the salience of stakeholders (or the degree to 
which they and their arguments are perceived to count) depends upon the stake-
holder possessing three attributes: power, legitimacy and urgency. It is suggested 
that the most salient to the organisation are the stakeholders who are perceived to 
have the greatest amount of these attributes and that the claims of these ‘defini-
tive stakeholders’ (p. 878) are likely to be prioritised. For charities, the language 
of stakeholder theory resonates with the Charity Commission’s advocacy of need-
ing to report to meet the information needs of stakeholders (Charity Commission, 
2004a); developing good relationships with stakeholders as one of the Hallmarks of 
an Effective Charity (Charity Commission, 2004b); and involving key stakeholders in 
governance, such as including beneficiaries on boards of trustees (Charity Commis-
sion, 2000b).

By being accountable to donors/funders and regulators (upward stakeholders), 
possibly by focusing on financial probity, efficiency and impact on beneficiaries and 
societies, charities can gain external legitimacy from such parties (Ebrahim, 2003; 
ASB, 2007). This has become increasingly important as charities are being placed 
under growing scrutiny and the need to maintain (or reinstate) public trust and 
confidence, either voluntarily or on demand, is particularly emphasised (Hind, 
2017). To an extent, charity donors/funders are somewhat akin to shareholders of 
commercial organisations (ASB, 2007). Yet while donors/funders are arguably less 
likely to monitor charities as closely as shareholders may commercial organisations, 
they are more likely to terminate their support if their trust and confidence wane 
as their personal welfare is not dependent upon this support. Accountability and 
transparency are, therefore, critical attributes through which to gain and maintain 
donor/funder support and trust. 

In contrast to upward stakeholders (such as donors/funders), downward stake-
holders (such as beneficiaries) may possess little power. However, reflecting an 
egalitarian ethical stance that may be present in charities, this should not neces-
sarily result in limited and weak accounting to beneficiaries. Rather, it could be 
argued that recognising the weak position of downward stakeholders, charities (as 
value-driven organisations) should choose to prioritise them in the discharge of 
accountability. In addition, accounting to and for downward stakeholders enables 
charities to develop intangible sources of external legitimacy such as credibil-
ity, reputation, trust and integrity, which, in turn, are likely to engender the trust 
and support, not only of beneficiaries, but also of donors/funders (Connolly and 
Hyndman, 2017). In other words, consistent with the notion of a broad accountabil-
ity paradigm, charities have an ‘upward’ accountability to their donors/funders 
and financial supporters, government and oversight agencies and the public at 
large, and also a ‘downward’ accountability to the beneficiary groups and clients 
who use their services.
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For What Is a Charity Accountable?
While Stewart (1984, p. 16) recognises that ‘the purpose of the account and hence 
the basis of accountability can vary’; he argues that an accountability information 
system should report on a number of levels of accountability. Two main types of 
information (or types of accountability) that may be particularly important in this 
regard with respect to charities are: (i) financial information as contained in tradi-
tional financial reports (e.g. to indicate the sources of funding and the nature of 
expenditure) and (ii) wider performance information, often of a non-financial nature 
(possibly relating to the goals, objectives, output, impact, efficiency and effective-
ness of the charity). Regarding accountability, the information needs, and desired 
engagement (if any), of each stakeholder group (e.g. beneficiaries/users of services, 
regulators and donors/funders) is likely to be different. For example, beneficiar-
ies (and possibly donors/funders) may emphasise the output, or effectiveness, of a 
charity, while the concern of regulators may be more on efficiency and probity.

It has been suggested by several writers that, with charities, there may be temp-
tation to focus accountability reporting on traditional financial accounts (and 
providing a ‘financial’ account) at the expense of wider performance reporting (and 
a ‘performance’ account). This is possibly because of the existence of standard rules 
and templates relating to a ‘financial’ account and the fact that accountants (who 
are often central to the information-provision process) may be particularly ‘com-
fortable’ and ‘familiar’ with such accounts. In addition, the determination of what 
is appropriate performance information (and the capturing of this information in 
an objective manner) is much more contestable and difficult than well-established 
financial interpretations. However, it has been argued that such a focus might under-
mine accountability by concentrating on the less important (Gray, 1983; Connolly 
and Hyndman, 2013). Gray (1983, 1984), in particular, highlights this danger, argu-
ing that financial accounts only fully discharge accountability in ‘special cases’, 
the best example of which is the business enterprise/shareholder relationship. He 
suggests that, with charities, such reporting can only go a small way towards sup-
porting the discharge of accountability.

Measuring Performance in a Charity
Given the importance of performance and performance accountability, how can ‘per-
formance’ be viewed in the context of NFPOs, including charities? With NFPOs, it 
is common to examine performance in terms of a production process. Details of the 
elements of a range of NFPO production-process models are presented in Table 1. 

While there are no standardised definitions for the terms input, processes 
(activities), output and result/outcome/impact, the following explanation may 
aid understanding. Input relates to the resources used in providing a service (e.g. 
expenditure incurred and number of staff). Processes represent the activities under-
taken by an organisation (e.g. number of visits made, number of cancer research 
projects funded). Output is the actual goods or services produced for consump-
tion (e.g. number of children fed, number of cancer research projects completed). 
Result (or outcome/impact) is concerned with the effect of an organisation’s activi-
ties on individual beneficiaries and society more widely (e.g. change in the level 
of education, overall level of satisfaction with the services provided). While these 
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stages of the ‘production process’ are represented as being distinct, in reality there 
may be some blurring at the edges. Difficulties, for example, may arise in distin-
guishing between an output and result (outcome/impact) in certain circumstances. 
For convenience, the term ‘impact’ will be used throughout the remainder of this 
paper (rather than result or outcome).

Notwithstanding such difficulties, it is clear that the term ‘impact’ has, of late, 
gained particular providence and usage. For larger funders (and particularly those 
commissioning public services), such information is demanded as a basis for the 
targeting of resources at proven solutions to social problems (Lumley et al., 2011). 
In addition, the UK government has highlighted the importance of focusing on 
societal impact in government decision-making, and, in particular, when funding 
nongovernment organisations in the delivery of social programmes (HM Treasury, 
2011). The UK government has also funded a cross-sector group known as ‘Inspir-
ing Impact’, which seeks to encourage and support good practice in reporting on 
impact (Lumley et al., 2011) and has developed a Code of Good Impact Practice (Inspir-
ing Impact, 2013). Interestingly, as mentioned earlier, the extant SORP (Charity 
Commission and OSCR, 2014) encourages impact reporting in the TAR.

Given this production process, it can be argued that the two key criteria for judg-
ing performance are efficiency (the ratio of output to input) and effectiveness (the 
relationship between an organisation’s impact, or activities/output, and its objec-
tives). An example of an efficiency measure for a charity might be the cost (an input) 
per child fed (an output), or the number of cases handled (an output) per employee 
(an input). A measure of effectiveness could be the number of children fed versus 
the planned number, or the decrease in blindness in a particular area versus the 
planned decrease as a result of a particular intervention. Often these criteria are 
used in a comparative, rather than an absolute sense. For example, it is not normally 
said that an organisation is 90 per cent efficient, but rather that it is more (or less) 
efficient than a comparable organisation, than it was last year or than budgeted for. 
A representation of a performance model that brings together the elements of the 
production process and relates them to the two key performance criteria (efficiency 
and effectiveness) is shown in Figure 1. 

There are two key reasons for measuring performance in a charity. Firstly, per-
formance measures can form the basis for discharging accountability (and help 
build connections with key stakeholders; this may be vital in establishing external 

TABLE 1: ELEMENTS OF THE PRODUCTION PROCESS IN NOT-FOR-PROFIT 
ORGANISATIONS
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legitimacy), which is the focus of this paper. Secondly, it can provide essential 
information to improve management planning and control systems within the 
organisation. These two reasons interconnect. For example, in the public sector, it 
has been argued that the external pressure provided by the need to disclose per-
formance information externally frequently encourages a focus on performance 
by management and provides a catalyst for performance improvement (Eden and 
Hyndman, 1999). Similar claims are relevant to the charity sector. Indeed, the exter-
nal reporting of performance information by charities can provide a visibility to 
the activities and achievements of the organisation, enabling informed discussion 
(and decision-making) on the part of stakeholders. Moreover, the potential benefits 
of developing linkages between the use of performance information in a charity’s 
planning and control system and the discharge of performance accountability are 
unmistakable (Hyndman and Anderson, 1997; Anthony and Young, 2002), with a 
clearly articulated and performance-focused planning and control framework sup-
porting the discharge of accountability (Charities Aid Foundation, 2001; Charity 
Commission, 2004a, 2004b).

Although the need to develop appropriate performance measures in charities 
is well founded (Connolly and Dhanani, 2009; Nevill and Lumley, 2011; Charity 
Commission and OSCR, 2014; McConville, 2017), there are considerable difficul-
ties in designing an information system which provides such information. For 
example, in many cases, mission and objectives are so vaguely drafted that they 
inhibit useful performance measures being developed (Williams, 1985). In addition, 
defining objectives in terms of activities, rather than impact related to the organi-
sation’s mission, can be problematic since more activity (and more expense) does 
not necessarily lead to more, or better, impact. Furthermore, aligning high-level 
and low-level performance measures is often challenging because of multiple (fre-
quently competing) organisational goals, multiple stakeholder influences, unclear 
input–output relationships and the fact that many costs and benefits arise over the 
long term (Hedley et al., 2010; Nevill and Lumley, 2011). Moreover, whilst accepting 
that setting objectives is critical to performance measurement, there is a danger that, 
unless care is taken in developing useful systems (that are frequently refreshed), the 
process will degenerate into a formal ceremony that does little to improve charity 
accountability, efficiency and effectiveness (Thompson, 1995).

FIGURE 1: THE PRODUCTION MODEL

Efficiency

Efficiency

Effectiveness

Effectiveness

EffectivenessObjective /
Target /
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Input Activity Output Impact▷▷ ▷
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It has been argued that accounting information should possess qualities such as 
relevance, objectivity, understandability, reliability and timeliness (ASB, 1999). Some 
of these characteristics pull in opposite directions and trade-offs are often required. 
For example, the price of improved relevance may be less objectivity, or the most 
reliable results may not be the timeliest. Thus, managers must exercise judgement 
in the selection of appropriate performance measures, with a particularly impor-
tant issue being the comparability and reliability of information (Pendlebury et al., 
1994). Whilst Mayston (1985) suggests introducing similar disciplines on the exter-
nal reporting of performance information that are imposed on financial accounting 
information (e.g. disclosure requirements and external auditing), there are clear 
cost/benefit issues that have to be considered (Hedley et al., 2010; Hyndman and 
McConville, 2018). Notwithstanding the profound difficulties of measuring perfor-
mance, not attempting to do so (no matter how contestable the resulting measures 
may be) can significantly undermine the strategic focus of the charity and weaken 
the discharge of accountability. 

CHANGING ACCOUNTING AND ACCOUNTABILITY

Despite the importance of good accounting and reporting to the charity sector, until 
the 1980s the framework for such was extremely weak (Goodman Committee, 1976; 
Austin and Posnett, 1979; Bird and Morgan-Jones, 1981). In the UK and RoI, regula-
tion was much less developed than it is today, with the lone regulator at that time 
(only England and Wales had such a functionary) not focusing to any significant 
extent on the reviewing and monitoring issues relating to accounting, reporting and 
accountability. Charity law was diverse and had little to say about charity account-
ing and the publication of financial statements. While charities were often under an 
obligation to keep proper books of account and to prepare financial statements reg-
ularly, frequently such statements did not have to show a ‘true and fair view’ and 
were not required to be audited. While this was not the case with charities incor-
porated as limited companies (these being subject to the reporting requirements 
of the companies’ Acts), in practice, the detailed application of accounting stand-
ards to the financial statements of such incorporation was commonly ignored (and 
auditors rarely commented on lack of adherence to such standards) because of mis-
understanding and inertia (Austin and Posnett, 1979). Overall, in the UK and RoI, 
there was limited pressure to improve charity reporting from legislation, account-
ing standards, or an effective regulatory body, and wider reporting (such as that 
relating to governance and performance) was rarely on the agenda (Connolly and 
Hyndman, 2004; Breen and Carroll, 2015). 

This has changed considerably in the UK in the 1980s, with the development (in 
1988) and periodic ‘refreshing’ (in 1995, 2000, 2005 and 2014) of a SORP relating to 
charity accounting and reporting; a SORP that, over time, has become mandatory 
for most large UK charities, and best practice for RoI charities. This has emphasised 
both the important ‘financial account’ and, the arguably, even more important ‘per-
formance account’ (or telling the charity story – Connolly et al., 2013). While the 
original SORP (ASC, 1988) largely sought to reduce diversity in charity financial 
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statements (based almost entirely on applying business accounting principles), sub-
sequent revisions required financial statements to be much more charity specific 
and focused attention on the content of narrative information (in recognition of its 
significance in discharging accountability).

As implied earlier, while financial reporting is a necessary aspect for a charity’s 
accountability framework, it is often an insufficient discharge of accountability for 
many (if not all) stakeholders. Charities are set up to provide services to specific 
beneficiaries (or society at large), and donors provide resources to facilitate such pro-
vision with no expectation of direct benefit to themselves. Throughout the evolution 
of the charities SORP, there has been an increasing recognition of the importance of 
performance reporting. This, for example, is reflected in recent debate calling for 
charities to focus on (and report) their performance or impact, with this informa-
tion being suggested as having potential to strengthen both upward accountability 
to donors/funders and downward accountability to beneficiaries (Benjamin, 2012; 
Connolly and Hyndman, 2013). Indeed, the importance of this has been particu-
larly recognised in the latest SORP (the ‘FRS 102 SORP’) (Charity Commission and 
OSCR, 2014, para. 1.43) which, while clearly acknowledging the challenges, explic-
itly encourages charities to develop and use impact reporting in the TAR as a basis 
for discharging performance accountability:

In reviewing achievements and performance, charities may consider the difference 
they have made by reference to terms such as inputs, activities, outputs, outcomes 
and impacts, with impact viewed in terms of the long-term effect of a charity’s activi-
ties on both individual beneficiaries and at a societal level. Charities are encouraged 
to develop and use impact reporting (impact, arguably, being the ultimate expression 
of the performance of a charity), although it is acknowledged that there may be major 
measurement problems associated with this in many situations.

As discussed, two main types of information that are particularly important in 
discharging accountability are financial information and wider performance infor-
mation. Prior research examining charity accounting and reporting in the UK 
and RoI (most of which has focused solely in the UK) can be broadly categorised 
into studies that have investigated the quality of charity financial statements and 
disclosure patterns of information accompanying annual financial statements, par-
ticularly relating to performance. While these categorisations are a convenient way 
to present the material, many of the previous studies relate to both categories (and 
sometimes more widely as well). 

With respect to the first, a number of studies have explored the extent to which 
charity financial statements comply with best-practice financial accounting recom-
mendations (Bird and Morgan-Jones, 1981; Ashford, 1989; Gambling et al., 1990; 
Hines and Jones, 1992; Williams and Palmer, 1998; Connolly and Hyndman, 2000, 
2001, 2002; Palmer et al., 2001). These studies are often based on the presumption 
that this is important to a range of stakeholders. Whether such accounts are of inter-
est to stakeholders, including the public (evidenced by an extensive and interested 
readership), or whether such publications are in the public interest (whereby a few 
interested and equipped parties will/may explore the detail and highlight areas of 
concern), often dominates discussions. It is likely that although many stakeholders 
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have limited interest (and probably understanding) of the technical detail of finan-
cial accounts, it is in the public (and wider stakeholder) interest that such accounts 
are produced and audited (and, at the very least, have the potential to be scrutinised 
by a limited number of informed and interested individuals). 

Over time, the focus of much empirical work has shifted away from financial 
accountability (usually framed in terms of compliance with the extant financial 
requirements of the SORP) to accountability for performance. Here, the key recur-
rent idea is that good financial reporting is a necessary, but not sufficient, focus 
for accountability and that the provision of other wider information, particularly 
relating to performance, is paramount in discharging accountability to a range of 
stakeholders (Hyndman, 1990, 1991; Connolly and Hyndman, 2003, 2004; Connolly 
and Dhanani, 2006, 2009; Dhanani, 2009; Jetty and Beattie, 2009; Hyndman and 
McConville, 2016, 2018). Overall, the findings from previous research indicate that 
while the extent of performance reporting has increased over time, it remains poor 
(and particularly poor in the RoI) and there are significant shortcomings in terms 
of making such reporting transparent. It is argued that these inadequacies made 
assessing performance difficult for most users.

RESEARCH METHOD

While most forms of data reaching the public domain can be considered to be part 
of the accountability discharge function, and whilst acknowledging the impor-
tance of traditional financial statements (in discharging financial accountability), 
this research focuses on the disclosure of performance information contained in 
the annual reports (in the TAR section) and annual reviews (if one is published) 
of large UK and RoI charities. The annual report is a statutory document, often 
seen as the key official accountability document, the content of which is regulated 
and subject to independent monitoring. The annual review is a voluntary form of 
communication with external stakeholders which many charities prepare along-
side their annual report as a means of both marketing the charity and discharging 
accountability to external stakeholders. It is frequently written in less formal lan-
guage and includes a higher proportion of stories, photographs and figures than 
TARs. These two channels were chosen as suitable units of analysis because they are 
within direct managerial control (Guthrie and Parker, 1989) and also because they 
have a level of formality that goes beyond a marketing/publicity type document. 

Utilising the classification of charities in terms of what they (primarily) do and 
who they (primarily) help, the following five broad categories of charitable activi-
ties were developed:

1.	 Medical/Health/Sickness

2.	 Medical Research

3.	 Overseas Aid/Famine Relief;

4.	 Animal Welfare

5.	 Wider Social Objects (Children/Poverty/Social Welfare)
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To identify the performance information made available publicly to charity stake-
holders, 25 UK and 25 RoI charities were selected and their most recent annual 
reports and annual reviews (if one was published) were obtained from their web-
site. In order to acquire a sample of UK charities, the Advanced Search Features 
available on the Charity Commission’s website4 were used to select five large chari-
ties based upon the total income from each of the aforementioned five categories. As 
a similar facility is not available for RoI charities, this sample was drawn from the 
Boardmatch (2013) Charity 100 index. However, while the twenty-five RoI charities 
were selected, as it was only possible to obtain three RoI ‘animal welfare’ chari-
ties due to the number of such organisations represented on the index, additional 
charities from categories 1 and 2 above were selected (Table 2). Of the fifty charities 
selected, twenty (UK – 16; RoI – 4) prepared a separate annual review (or equiva-
lent) document (Table 2).

TABLE 2: DOCUMENT CONTENT ANALYSIS SAMPLE

Medical / 
Health / 
Sickness

Medical 
Research

Overseas 
Aid / Famine 

Relief
Animal 
Welfare

Wider 
Social 

Objects
Annual 
Report

Annual 
Review

UK 5 5 5 5 5 25 16

RoI 6 6 5 3 5 25 4

Total 11 11 10 8 10 50 20

As outlined earlier, it has been argued that focusing and reporting on perfor-
mance is critical in discharging accountability to key stakeholders (particularly 
donors/funders), and the elements of disclosure highlighted in Figure 1 repre-
sent key aspects of such communications. In addition, it can be argued that other 
complementary information that can support the analysis and interpretation of 
performance measures, and provide context, may also be useful in discharging per-
formance accountability. For example, it is suggested that charities should explain 
their objectives and the significant activities undertaken in pursuit of the achieve-
ment of those objectives (Lumley et al., 2011; Charity Commission and OSCR, 2014; 
McConville, 2017). Moreover, it has been advocated that future target information 
and information on any lessons learned from an analysis of past performance can 
complement such disclosures, particularly to enable stakeholders to assess both 
direction of travel and the challenges that a charity may face in delivering perfor-
mance (Hyndman, 1990; Ní Ógáin et al., 2012).

Based upon the framework shown in Figure 1, supplemented by reflections on 
prior empirical research and other related argumentation, a checklist was devel-
oped5 to capture the performance accountability disclosures. As Table 3 shows, nine 
separate categories of performance information were reported. The importance of 
these was identified from previous studies that explored the potential significance 
of performance disclosure to key stakeholders, largely drawing on ideas reflecting 
accountability frameworks and stakeholder theory (Ebrahim, 2003; Dhanani, 2009; 
Hyndman and McDonnell, 2009; Hyndman and McConville, 2018). It is argued that 
the disclosure (or non-disclosure) of these nine key performance items in the annual 



Performance Accountability

57

reports or annual reviews of charities is indicative of the extent to which performance 
accountability has (or has not) been discharged. In terms of ‘how’ the data was col-
lected, the checklist was originally tested on a small sample of organisations and 
then revised accordingly to enable the collection of a complete, objective and reli-
able source of data that: (i) captured the disclosures provided in the TAR and annual 
review that could be classified as performance accountability; and (ii) produced an 
objective and reliable final coding instrument. Definitions and rules were developed 
for classifying the highlighted copy information in order to reduce the impact of 
subjectivity. The rules included: information presented in more than one way was 
only counted once (in its most detailed form); when there was an efficiency target 
and the actual achievement of efficiency was given, this was counted as a measure 
of efficiency only; and when there was a quality target and the actual achievement 
of quality was given, this was counted as a measure of effectiveness. This approach 
ensured that, as far as possible, terms were being used in the same manner for each 
charity. The research identified whether any information relating to each of the nine 
category types was disclosed, not the amount of disclosure by category type. 

RESEARCH FINDINGS

The results of the analysis are presented in Table 3 and identify (by jurisdiction) 
the extent to which each of the suggested nine performance-related disclosures 
(detailed earlier, and indicative of a meaningful discharge of performance account-
ability) was routinely made available to stakeholders through the more-formal 
communication channel of the TAR, and the less-formal annual review channel. For 
each item of information, it reports the number (and percentage) of charities dis-
closing by jurisdiction (UK and RoI). Using chi-square tests, significant differences 
(at the 1 per cent and 5 per cent levels) relating to these disclosures between juris-
dictions are also shown.6 

Before examining the disclosure of the items individually (Table 3 items (a)–(i)), 
it is worth noting that the average percentage of the UK and RoI charities disclos-
ing the nine items ((a)–(i)) in both TARs and annual reviews was relatively low, 
with the average overall disclosure rate of all nine information types being 49 per 
cent in both TARs and annual reviews (when the charities from each jurisdiction 
were combined). Comparing jurisdictions, while the overall average disclosure was 
similar for annual reviews (49 per cent vs. 50 per cent), it was higher for the UK 
charities (56 per cent) compared with RoI charities (42 per cent) with regards to the 
TAR. However, with respect to the seven items ((c)–(i)) of performance information 
(which generally were more at the measurable, or ‘sharp’ end, of the performance 
process), the average disclosure by the UK and RoI charities in the TARs and annual 
reviews was, on average, considerably lower. In other words, there was more sub-
stantial disclosure of descriptions of aims and the types of activities undertaken (in 
a non-measurable descriptive manner), but much less ‘calculation’ of performance. 

With respect to the performance-related disclosures, when comparisons were 
made between jurisdictions, it is seen from Table 3 that, with TARs, the disclosure 
levels were greater for eight of the nine items in the UK charities. Only with respect 
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to item (b), activities carried out, was the percentage of disclosing charities higher in 
RoI charities; and, in each jurisdiction there was almost total (96 per cent in the UK), 
or total (100 per cent in RoI), disclosure with respect of this item. More strikingly, 
when focusing specifically on the sharper measurement of performance, items (c) 
to (i) (the seven information types in the lower part of Table 3), it is seen that the 
UK charities were more likely to disclose in each case. For example, 80 per cent of 
the UK charities disclosed at least one output measure (item (d)) in their TAR, com-
pared with only 44 per cent of RoI charities. When chi-square tests were carried 
out between jurisdictions, focusing on each individual information type sepa-
rately, statistically significant differences (at either the 1 per cent or 5 per cent level) 
were identified in three cases (items (d) output, (e) impact and (g) effectiveness). 
Arguably, these disclosures could be viewed as some of the most important (or 
higher-level) performance-related indicators (see earlier discussion on performance 
reporting) and were much more prevalent in the UK TARs. With respect to annual 
reviews, the jurisdictional differences were less clear-cut. For example, while the 
disclosure rates of five of the nine information types were higher with RoI charities, 
the overall average disclosure rate was similar in each jurisdiction (Table 3). How-
ever, given that only four RoI charities produced an annual review (compared with 
sixteen UK charities), care must be exercised in interpreting the results with respect 
to such communication channels. 

Particularly with respect to TARs, these findings are consistent with those from 
previous research studies (e.g. Connolly and Hyndman, 2001, 2004), which show a 
greater tendency for the UK charities to disclose performance compared to their RoI 
counterparts. This is despite the fact that, of late, much has been trailed in the RoI 
regarding the need to improve accountability and establish an effective regulatory 
process that promotes accountability issues (Burke-Kennedy, 2013; The Wheel, 2014; 
Breen and Carroll, 2015). Nevertheless, accountability and regulatory processes are 
considerably more long-standing and institutionalised in the UK (England and 
Wales has had a Charity Commission since 1853, compared to the establishment of 
CRA in the RoI in 2014) and the charity reporting framework has been more embed-
ded. For example, the charities SORP has been effectively mandatory for large UK 
charities for a number of years; in contrast, it has been only (and remains at the time 
of writing – October 2017) best practice for RoI charities. 

Each of the nine items shown in Table 3 (item (a)–(i)) is now discussed in turn.

(a) Aims and objectives	
It is important that organisations explain why they exist and the changes they seek. 
All but one (a charity in the RoI) of the fifty charities provided details of their aims 
and objectives in their TAR, with the information typically being presented as a 
single overarching ‘mission’ or ‘vision’ supplemented by more detailed objectives. 
Each of the twenty charities publishing a separate annual review provided details 
of their aims and objectives in this document.

(b) What activities does the organisation carry out to achieve its aims?
It can be argued that charities should explain their aims and objectives (item (a)) 
and the activities undertaken to achieve those objectives (item (b)) to enable readers 
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to understand and assess the performance of the organisation. Indeed, the current 
SORP (Charity Commission and OSCR, 2014) encourages such disclosures. Only 
one (a UK charity) of the fifty charities did not describe the activities undertaken 
to achieve their objectives in their TAR; one RoI charity illustrated this graphically 
(not shown in Table 3). With respect to those charities producing an annual review 

TABLE 3: PERFORMANCE ACCOUNTABILITY DISCLOSURES*

United Kingdom Republic of Ireland Total

Trustees’ 
Annual 
Report
(n = 25)

Annual 
Review
(n = 16)

Trustees’ 
Annual 
Report
(n = 25)

Annual 
Review
(n = 4)

Trustees’ 
Annual 
Report
(n = 50)

Annual 
Review
(n = 20)

Objectives and activities

(a) Aims and objectives 25 (100%) 16 (100%) 24 (96%) 4 (100%) 49 (98%) 20 (100%)

(b) What activities 
does the organisation 
carry out to achieve 
its aims? 24 (96%) 15 (94%) 25 (100%) 4 (100%) 49 (98%) 19 (95%)

Performance

(c) Input 6 (24%) 0 (0%) 2 (8%) 1 (25%) 8 (16%) 1 (5%)

(d) Output 20 (80%) 8 (50%) 11 (44%) 3 (75%) 31 (62%)^^ 11 (55%)

(e) Impact 23 (92%) 16 (100%) 20 (80%) 4 (100%) 43 (86%)^^ 20 (100%)

(f) Efficiency 6 (24%) 9 (56%) 5 (20%) 1 (25%) 11 (22%) 10 (50%)

(g) Effectiveness 8 (32%) 1 (6%) 0 (0%) 0 (0%) 8 (16%)^ 1 (5%)

(h) Future target 
information 11 (44%) 2 (13%) 6 (24%) 1 (25%) 17 (34%) 3 (15%)

(i) Lessons learned 4 (16%) 3 (19%) 2 (8%) 0 (0%) 6 (12%) 3 (15%)

Total of items disclosed 
by all charities 127 70 95 18 222 88

Average number of 
charities (percentage) 
disclosing 14.11 (56%) 7.78 (49%) 10.56 (42%) 2.00 (50%) 24.67 (49%) 9.78 (49%)

*Provides data on the number (and percentages) of charities making at least one disclosure of each of the nine 
information types. Percentages are based on the number making at least one disclosure divided by the number 
of TARs or annual reviews. Averages are based on the summation of the numbers making disclosures divided by 
the number of TARs/annual reviews. For example, with the UK TARs, there are 127 items of information disclosed 
when the disclosures for all nine information types are summed. This is divided by nine (the nine information types) 
to give the average disclosure of 14.11 charities, with an average percentage of charities disclosing of 56 per cent 
(14.11 divided by 25 TARs). 
Statistical differences
^Difference in disclosure between the UK and RoI charities in the TAR significant at the 1 per cent level.
^^Difference in disclosure between the UK and RoI charities in the TAR significant at the 5 per cent level.
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(twenty charities), all but one (a UK charity) described the activities undertaken to 
achieve their objectives. 

As discussed earlier and illustrated in Figure 1, performance may be viewed in 
terms of a production model that includes organisational input, output, impact, 
efficiency and effectiveness. The disclosure of these five items is reported in Table 3 
(items (c)–(g)) and discussed in the following text. It has been argued that such 
disclosures are of distinctive importance as vehicles for delivering performance 
accountability (Hyndman and McConville, 2016, 2018). 

(c) Input
This represents the resources used in providing the charity’s service(s) (e.g. spend-
ing by activity or line item, volunteer hours). Eight (16 per cent) charities (UK – six 
(24 per cent); RoI – two (8 per cent)) provided input information in the narrative 
section of their TAR. Two provided such information in monetary terms (e.g. spend-
ing), while six provided it in non-monetary terms (e.g. staffing/volunteer levels) 
(detail not shown in Table 3). Only one charity (from the RoI) provided details of 
inputs consumed in delivering its services in its annual review. 

(d) Output
This information relates to goods and services produced (e.g. number of tests/
inspections, number of people assisted or trained); it does not measure the impact 
upon clients or problems (Anthony and Young (2002) - ‘process measures’). Thirty-
one (62 per cent) charities (UK – twenty (80 per cent); RoI – eleven (44 per cent)) 
disclosed output information in their TAR; the difference in disclosure levels 
between the UK and RoI charities being statistically significant at the 5 per cent 
level. Eleven (55 per cent) charities (UK – eight (50 per cent); RoI – three (75 per 
cent)) disclosed output information in their annual review. Frequently, this informa-
tion was presented in graphical form, both in TARs and annual reviews. 

(e) Impact 	
Impact represents the difference that an activity makes to those the organisation 
is trying to help (e.g. change in percentage of the population in a particular area 
gaining employment, reaction to a service provision by those using it, personal sto-
ries). Forty-three (86 per cent) of the 50 charities (UK – twenty-three (92 per cent); 
RoI – twenty (80 per cent)) surveyed presented details of the impact of their activi-
ties in their TAR. Each of the charities publishing an annual review discussed the 
impact of their activities in such a document. Impact information, whether in TARs 
or annual reviews, often focused on the quality of the services provided. 

(f) Efficiency 	
This type of information indicates the relationship between input and output 
(e.g. cost per person assisted, number of operations performed per doctor). Eleven 
(22 per  cent) charities (UK – six (24 per cent); RoI – five (20 per cent)) provided 
information on efficiency in their TAR. The information disclosed was primarily 
presented in monetary terms; for example, ‘90 pence of every £1 received was spent 
directly on delivery services directly to beneficiaries’. Ten (50 per cent) of the twenty 



Performance Accountability

61

charities producing an annual review (UK – nine (56 per cent); RoI – one (25 per 
cent)) provided information on efficiency in such a communication. Again, this 
was primarily presented in monetary terms, with two (UK) charities presenting the 
details graphically (not shown in Table 3).

(g) Effectiveness 
This represents the relationship between output and objectives (e.g. actual number 
of operations versus number of operations planned). In total, eight (16 per cent) 
charities (all UK-based) disclosed effectiveness information in their TAR (no RoI 
charity disclosed this information); the difference in disclosure levels between UK 
and RoI charities being significant at the 1 per cent level. Only one charity (a UK 
charity) provided effectiveness information in their annual review.

(h) Future target information 
As future target information is required to subsequently assess future effective-
ness (and give stakeholders a detailed, quantitative perspective of what the charity 
intends to do going forward), it can be argued that charities should provide this 
basis for comparison. In addition, it allows stakeholders, particularly donors/
funders, to get perspective on what any current donations are likely to be directed 
towards (as well as providing useful context) (Jackson, 1982; Charity Commission 
and OSCR, 2014). Seventeen (34 per cent) of the fifty charities (UK – eleven (44 per 
cent); RoI – six (24 per cent)) presented future target information (e.g. future devel-
opment projects to be undertaken) in their TAR. Three (15 per cent) of the twenty 
charities (UK – two (13 per cent); RoI – one (25 per cent)) producing an annual 
review included future target information in such a document. 

(i) Lessons learned
Ní Ógáin et al. (2012) posit that as part of a performance accountability framework, 
an organisation should, in addition to providing information in relation to the usual 
elements of a production process of service delivery, also provide details of any 
lessons learned from operations over the previous period(s). Such reflection, it is 
argued, can enhance learning and sharpen performance delivery in the future. Six 
(12 per cent) of the fifty charities (UK – four (16 per cent); RoI – two (8 per cent)) 
described in their TAR how the organisation had improved or changed as a result of 
its experiences; three provided such information in their annual review (15 per cent 
of the twenty charities utilising this communication channel). 

DISCUSSION AND CONCLUSION

The UK and RoI charity sectors have grown significantly over time, and are contin-
uing to grow. They have major economic, cultural and social impacts. To maintain 
confidence, and build trust, good accounting and reporting systems are essential. 
Indeed, such could be viewed as necessary conditions for the health and growth 
of these sectors. Well-developed and appropriate accounting and reporting sys-
tems can help charities discharge accountability to external stakeholders, as well 
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as supporting internal mangers in making planning and control decisions that 
sharpen mission focus. Within such a framework, the importance of performance 
accountability and performance reporting is considerable. Indeed, in the charity 
sector, it is often argued that while financial accountability (e.g. through the pro-
vision of audited financial statements) is necessary, performance accountability 
(through telling the performance story via service delivery narratives and metrics 
– often in terms related to aims, outputs, impacts, efficiency and effectiveness) is 
paramount. Not only do the existence of such systems have the potential to dis-
charge accountability for performance to external stakeholders (particularly in the 
case of donors/funders) in a manner consistent with a principal–agent relationship 
(Laughlin, 1990), but they also have the capacity to reduce the likelihood of scandals 
by requiring greater transparency, acting as ‘sunlight’ to provide positive illuminat-
ing and ‘disinfectant’ properties (Heald, 2006). Moreover, such systems can support 
the establishment and maintenance of legitimacy and trust with key external stake-
holders, essential qualities required to attract and grow funding flows. This paper 
explores and compares performance reporting by large charities in both the UK and 
RoI (by considering performance disclosures in more formal TARs and, less formal, 
annual reviews) and analyses the results in the context of both accountability and 
legitimacy. Specifically it highlights, and comments on, the current state of charity 
performance reporting in each of these jurisdictions. 

Before discussing the disclosure of performance information, it is worth noting 
that in this study of reporting practices there was evidence of the very limited use 
of annual reviews as a channel of communication by RoI charities. Only 16 per cent 
(four) of RoI charities surveyed published such a document compared with 64 per 
cent (sixteen) of the UK charities. Annual reviews, compared with annual reports 
(of which the TAR is an aspect): (i) are normally shorter, pithier publications that 
include some of the information in the annual report (but commonly in a more 
condensed form); (ii) are frequently written in less formal language; and (iii) often 
include a higher proportion of stories, photographs and diagrams. Notwithstand-
ing cost considerations (which always come into play with any communications), 
annual reviews have been found to be more engaged with than TARs and, as such, 
provide greater general visibility (Connolly and Hyndman, 2013). Given that they 
‘connect’ more with external stakeholders (particularly individual donors), a lack of 
utilisation of such formats in the RoI suggests a weaker accountability architecture 
in terms of donors. 

Performance accountability disclosures address the impact of the organisa-
tion on society. As illustrated in Table 3, the disclosure of nine items ((a)–(i)) of 
performance-accountability information were collected and collated under two 
sub-headings: aims and objectives, and performance. The former (items (a) and 
(b)) incorporates the provision of information that enables readers to understand 
the aims and objectives set by the charity and the main strategies and activities 
undertaken to achieve them. Accordingly, on the basis of arguments consistently 
appearing in both recent iterations of the charities SORP and broader sector-wide 
debates and discussions, charities should explain their objectives, together with an 
explanation and review of the significant activities undertaken in pursuit of the 
achievement of those objectives. More specific (and often measurable) performance 
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information (items (c)–(g)) includes an analysis of organisational input, output, 
impact, efficiency and effectiveness, with complementary future target information 
(item (h)) and lessons learned (item (i)) being potentially useful to stakeholders in 
assessing both direction of travel in terms of performance reporting and the chal-
lenges of delivering performance. 

On the whole, the average percentage of the UK and RoI charities providing 
performance-accountability disclosures in both their TARs and annual reviews was 
low. The overall average disclosure rate by the fifty charities surveyed (twenty-five 
UK, twenty-five RoI) of the nine information types used in this analysis was slightly 
below 50 per cent (Table 3, items (a)–(i)). Moreover, it is noteworthy that with respect 
to the seven items of information that focused more on the ‘calculation’ of perfor-
mance (Table 3, items (c)–(i)), the percentage of UK and RoI charities disclosing this 
information was even lower (both in the TARs and the annual reviews). Looking 
at the disclosure of the nine items (Table 3, items (a)–(i)) in the TARs and annual 
reviews more closely reveals that a higher percentage of charities provided the 
information in the TARs with respect to five of the items (items (b), (c), (d), (g) and 
(h)), of which four represent the ‘performance’ aspect of the disclosures (items (c), 
(d), (g) and (h)). The percentage disclosure levels were higher in the annual reviews 
for four items (items (a), (e), (f) and (i)), of which three fell under the ‘performance’ 
category (items (e), (f) and (i)). Given the importance of performance-accountability 
disclosures, and allowing for the fact that there are many difficulties experienced 
by charities in seeking to measure and report performance, the results suggest 
weak performance accountability. As a consequence, the relevance of reporting via 
TARs and annual reviews can be questioned, as can be the extent to which such 
documents support the building of a charity’s legitimacy in the eyes of the wider 
world. For example, a significant proportion of charities reported no information on 
effectiveness and efficiency, two crucial criteria for judging performance (and key 
information viewed as important to stakeholders – Hyndman, 1990; Connolly and 
Hyndman, 2013). Such shortcomings can undermine trust and confidence in the 
sector, and damage reputation, which, ultimately, could impact on funding flows. 

With respect to the provision of performance-accountability disclosures in the 
UK TARs compared with their RoI counterparts, a higher percentage of the UK 
charities disclosed eight of the nine performance items used in the analysis. Only 
item (b) (activities carried out) had higher disclosure for RoI charities (Table 3); 
although disclosure of this was extensive for all charities in both the UK and RoI. 
Moreover, a higher percentage of the UK charities provided each of the performance 
information items ((c)–(i)) compared with RoI charities, with the difference in the 
level of disclosure being significant at either the 1 per cent or 5 per cent level in three 
cases (items (d) output, (e) impact and (g) effectiveness). In relation to performance-
accountability disclosures in the UK and RoI annual reviews, the inter-jurisdictional 
comparisons were more similar, with RoI charities having higher average disclo-
sure rates with four of the nine items (Table 3). However, the limited use of annual 
reviews as a communication channel in the RoI (with only four of the twenty-five 
RoI charities producing such a document) encourages caution in drawing defini-
tive conclusions here. However, despite the caveats in relation to annual reviews, 
overall the results indicate much greater use of performance reporting in the UK. 
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To an extent, this possibly reflects the greater engagement of the UK charities in such 
performance-accountability discussions (relating to SORP developments and con-
tact with the Charity Commission over a number of years) and the greater presence 
and push for such reporting from the UK groups (such as Inspiring Impact, New 
Philanthropy Capital and the National Council for Voluntary Organisations). Due 
to the more undeveloped and less-regulated sector in the RoI (Breen and Carroll, 
2015), such pressures have not been present to the same extent (not least because of 
the absence, until very recently, of a regulator). 

Previous charity accounting research has indicated the critical nature of perfor-
mance information in discharging accountability to stakeholders (Ebrahim, 2003; 
Dhanani, 2009; Hyndman and McConville, 2018). This is largely recognised by 
providers of information, but this alone does not appear to be a trigger for wide dis-
semination of such information (Hyndman, 1991). While difficulties in developing 
useful performance measurement and reporting systems by charities may provide 
some explanation for the limited reporting, other factors may have an impact. These 
include the desire or willingness of charities to report, the cost of reporting and the 
possible repercussions of highlighting poor performance (Thompson, 1995; Connolly 
and Hyndman, 2013). However, as discussed in this article, a lack of disclosure can 
weaken accountability, trust and legitimacy. Moreover, greater transparency of per-
formance has the potential to keep a charity ‘honest’ and reduce the possibility of 
scandals (Hind, 2017). In addition, limited external reporting of performance (as is 
evidenced in this research) might indicate that performance information is unavail-
able internally to management, which may weaken their ability to plan and control 
effectively. It has been argued by some that managers in charities and, more widely, 
NFPOs may prefer limited performance reporting because they seek to avoid 
accountability (Eden and Hyndman, 1999; Connolly and Hyndman, 2004), although 
this argument ignores the commitment and professionalism of charity managers 
and the ethically founded desire of many in the sector to do the ‘right thing’ (Hind, 
2011; Hyndman and McConville, 2018). Despite these caveats and challenges, there 
is a persuasive case (related to concepts of accountability, trust building and legiti-
macy) for greater endeavour by individual charities (and the sector more widely) 
in the development and use of more substantial charity performance measurement 
and reporting systems as a basis for meeting stakeholders information needs. 

A number of researchers have stressed the idea that big donors/funders (largely 
because of their economic power) can more easily gain direct access to charities’ per-
formance information beyond that which is included in official documents such as 
the TAR (Gray, 1983; Hyndman and McConville, 2018). From a stakeholder theory 
perspective (Freeman, 1984; Hyndman and McDonnell, 2009), this study suggests 
that other stakeholders (including the general public) may be particularly interested 
(or this may, at least, be the charities’ perception) in the actual activities carried 
out by the charity rather than any specific ‘measurable’ (or calculable) achieve-
ments. Such could be an influencing factor in terms of determining the content of 
TARs (and annual reviews). While these stakeholders may have difficulty in assess-
ing and understanding (and in being emotionally affected by) specific efficiency 
and effectiveness indicators, they may be much more drawn to what a charity has 
actually done (particularly when it is presented in the form of a story). This might 
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explain the more descriptive (rather than indicator-based) information provided 
in both jurisdictions. However, in addition to this, the disclosure of more-specific, 
numerical indicators (albeit that these often also rely on subjective judgement), may 
increase the potential for ‘misread’ and misinterpretation. Such disclosures, particu-
larly when exploited by the media, may risk reputational damage. Therefore, there 
may be reluctance on the part of some charities to present such ‘hostages to fortune’ 
in public documents (despite any perceived or actual importance to stakeholders). 

From an accountability and transparency point of view (Fry, 1995; Laughlin, 
1996; Connolly and Hyndman, 2013), the results of this study also intimate that 
having a mandatory reporting system (however advanced) increases the likelihood 
of general disclosure. This is suggested by the UK case when compared to the RoI 
case. Although this research cannot comment on the actual use of information by 
stakeholders (this being beyond its scope), the UK charities, for which the SORP is 
mandatory by law, generally disclose more information and are more inclined to 
communicate it through different channels (such as that of annual reviews). 

Of a more managerial concern, an important issue relates to the reliability of 
performance information that is disclosed externally. If no verification of the perfor-
mance numbers reported by a charity is required, then there may be a temptation 
to present performance in a manner that is perceived as more acceptable to the 
reader, for example by exaggerating good performance, regardless of its accuracy. 
As external parties often use externally reported performance information to make 
judgements and decisions regarding a charity, there is a strong case for some degree 
of independent verification (perhaps similar to that which is imposed on financial 
accounting information i.e. disclosure requirements, external auditing and standard 
setting after consultation with interested parties). It should be noted that perfor-
mance accountability disclosures analysed in this research have not been subject 
to independent verification (as is the case with such information reported by most 
of the NFPOs). However, with some charities, there is evidence that attempts have 
been made to provide stakeholders with the basis of the collection and analysis of 
the performance information as it is reported, presumably as a basis to improve 
their understanding (Hyndman and McConville, 2016).

With respect to possible further research, it is possible that differences in the 
extent of the reporting of performance information by charities may be influenced 
by the type of charities reporting. For example, some charities may have greater 
incentive to produce such information (e.g. charities operating on the fringe of the 
public sector), while other charities are demand led and may encounter greater 
difficulty in this regard (e.g. disaster relief charities). Such research could provide 
valuable additional understanding of the reason for reporting practices. Further-
more, research considering different sizes of organisation, different organisational 
forms, or charities engaged with particular causes or means of operation could iden-
tify (and explain) differences in performance reporting relating to such variables. 
This research identified weak accountability with respect to performance reporting, 
but (not being its focus) did not provide evidence regarding reasons for this. Quali-
tative research, possibly utilising interviews, might help to provide useful insights 
to help explain the reasons for the nature and extent of current reporting practices 
with respect to performance. 
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A key theme of this paper is that good performance accountability sup-
ports the building of trust and legitimacy, and trust and legitimacy are essential 
to ensure the continuing health of the sector (including its ability to access fund-
ing). Conversely, poor performance accountability has the potential to undermine 
accountability; undermined accountability can damage trust and legitimacy, and 
damaged trust and legitimacy weakens the sector (and makes it more difficult to 
access funding). Therefore, good performance accountability is vital. To encourage 
the development and use of performance information, it would seem appropri-
ate that charity-specific guidance should be provided by those concerned with the 
administration and control of the sector, both in the UK and RoI. This may include 
the various, more-established, charity regulators in the UK (Charity Commission, 
CCNI and OSCR) and the more-emerging CRA in the RoI. In particular with respect 
to the RoI, and reflecting the results of this study, moves to provide such steer-
ing would seem especially apposite. Indeed, given charities’ expertise, focus and 
limited resource base, to expect individual charities (whether in the UK or RoI) to 
develop meaningful and extensive performance reporting systems without guid-
ance (and perhaps regulatory backing) is perhaps too optimistic. 

ENDNOTES

1	 SORPs are recommendations on accounting practice for specialised industries or sectors, and they supplement 
other legal and regulatory requirements. Where a separate SORP exists for a particular class of charity (e.g. for 
the Further and Higher Education sector or Registered Social Landlords), those charities should adhere to that 
SORP. In the UK, the Charity Commission and OSCR are the joint SORP-making body for charities. Large UK 
charities must comply with the extant charities SORP, with compliance in RoI being considered best practice. 
At the time of writing (October 2017), the extant charities SORP is the ‘FRS 102 SORP’ (Charity Commission 
and OSCR, 2014).

2	 In this article, the term ‘annual report’ is used to refer to the TAR and financial statements. This research, while 
recognising the importance of traditional financial statements, focuses on information contained in the TAR 
(i.e. excluding the financial statements). The term ‘financial statements’ is used in this context to include the 
statement of financial activities, balance sheet, statement of cash flows and related notes.

3	 The SORP applies to all charities required to produce accruals accounts (unless a more specialised SORP 
applies to a particular class of charity). Company charities, irrespective of size, must prepare accruals accounts 
that give a true and fair view. In England, Northern Ireland, Scotland and Wales, the threshold at which accru-
als accounts must be produced by non-company charities is a gross annual income of more than £250,000. 
In the RoI, a charity with a gross annual income of €10,001 or more is required to prepare a profit and loss 
account (or income and expenditure account and statement of assets and liabilities) for the reporting period. 
‘Larger charities’ is a term used in the FRS 102 Charities SORP to identify those charities with a gross income 
exceeding £500,000 or €500,000 in the reporting period.

4	 See http://apps.charitycommission.gov.uk/ShowCharity/RegisterOfCharities/AdvancedSearch.aspx.
5	 A copy of the checklist is available from the authors on request.
6	 Given the small number of RoI charities producing an annual review, chi-square tests were not carried out 

to identify if there were significant differences in the number of UK and RoI charities reporting performance 
information in their annual reviews.
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