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ABSTRACT
There is ample discourse regarding the need for changing nonprofit performance
measurement, but there is little consensus within the field on how best to evaluate while
maximizing performance, outcomes, and mission achievement. This Q
methodology study documented the perceptions of 22 nonprofit leaders in the United
States about effective performance measurement and the characteristics necessary to
create an effective model to measure nonprofit performance. The study involved
analyzing the nonprofit leaders’ responses to create three distinct views on effective
organizational performance measurement called (a) Road Map, (b) Management Tool,
and (c) Weakest Link. Despite differences in the viewpoints, three themes emerged as a
starting point to inform the shift in measuring nonprofit effectiveness: (a) the need for
larger performance management systems, (b) eliminating the unfunded mandate for
performance measurement, and (c) the desire for organization-specific mission-based
outcome measurement. Insights from the nonprofit leaders revealed the characteristics of
a new system for generating meaningful nonprofit performance data. The
implementation of these characteristics could strengthen performance management,
promote organizational learning, and inspire collaborative partnerships with funders and
beneficiaries. Nonprofit leaders must create a culture of performance management that
facilitates performance measurement and performance improvements if they are to

advance the mission of the organizations they lead.
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DEDICATION
For the many nonprofit leaders who dedicate their time and energy to make the world a

better place, one community at a time.

Never doubt that a small group of thoughtful, committed citizens can change the world;

indeed, it's the only thing that ever has.

- Margaret Mead
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Chapter 1
Introduction

The nonprofit sector is growing rapidly and plays a prominent role in influencing
social change (S. R. Smith, 2010). Between 1993 and 2008, the number of nonprofit
organizations doubled to 1.9 million tax-exempt organizations and the number continues
to rise (Independent Sector, 2012a). The missions of many nonprofit organizations are
similar, creating broad overlap in service delivery and increased competition for funding,
public attention, and volunteer support.

Funding levels in nonprofit organizations are decreasing, as more organizations
are vying for declining philanthropic support. Projections for 2009 donations indicated a
4.8 to 5.7% decrease from 2008 donation levels, and projections for 2010 indicated an
additional decline of 3.9% (Havens & Schervish, 2010). The benefits of donations are
potentially negated because of the threat to organizational effectiveness from decreases in
resource levels (Froelich, 1999). The forecast of charitable donations could become more
competitive with potential tax changes looming. In May 2011, the Congressional Budget
Office released a report with 11 recommendations for changes to the current charitable
giving tax treatment; seven of the tax credit changes, if implemented, would decrease the
amount of charitable giving available to the nonprofit sector (Congressional Budget
Office, 2011; Independent Sector, 2011).

Government, donor, and public demand for the evaluation of nonprofit
organizations have resulted in a challenge to create a comparative measure for strength
and viability across the wide spectrum of differences represented in the nonprofit sector.

For-profit organizations are generally evaluated and compared through financial



measures. This method of analysis has been applied to nonprofit organizations, but is not
a true indicator of nonprofit effectiveness or potential. In the nonprofit setting, finances
are the enabler of the mission, not the goal (Lindenberg, 2001). Leaders of for-profit
organizations “need non-financial measures to help them find the means to achieve the
end of remaining profitable. Non-profit managers . . . need non-financial measures to tell
them whether they have used their financial resources as effective means for creating
publically valuable results” (Moore, 2003, p. 8). Financial measures indicate how
successful the organization has performed in the past and are not necessarily an indicator
of future success (Kaplan, 2001).

Although donors and third-party organizations, such as private foundations and
charity watchdogs, have evaluated nonprofit organizations on financial measures such as
overhead and fundraising efficiency, there is a shift in dialogue among these groups, with
nonprofit leaders and academics calling for new performance measures. The nonprofit
sector might benefit from the development of a method to assess performance,
effectiveness, and social impact, which has been a problematic endeavor as these factors
are largely intangible and many believe are difficult, if not impossible, to compare from
one organization to the next (Herman & Renz, 1999).

Leaders in the nonprofit sector are divided on how to evaluate nonprofit
organizational performance most effectively and how to define organizational
effectiveness (Lecy, Schmitz, & Swedlund, n.d.). Nonprofit organizations are subject to
many stakeholders who often have conflicting expectations (Moore, 2003). These
stakeholders include upstream customers, the donors who make nonprofit organizational

work possible, and downstream customers, the clients and recipients of the social benefit



produced by nonprofit organizations. NPO evaluation (a) occurs more often to appease
funders; (b) is defined and framed differently depending on the source, which creates an
inconsistent definition of organizational effectiveness; and (c) is rarely used to change
behavior or inspire organizational learning (Ebrahim, 2005). The greatest challenge is
finding a balance among upward accountability to donors, meeting the needs of
employees, and making positive change in organizational practices (Ebrahim, 2005).

Many theoretical and conceptual frameworks have been presented for measuring
performance, yet few have gained significant backing or widespread adoption because
few have yet to be empirically tested or statistically proven (Lacy, et. al, n.d.). Many
models, systems, and subsystems examine different dimensions and subsections of
performance. Each of these methods has inherent strengths, yet all fail to take a holistic
view of nonprofit organizational performance, and few have been able to address
performance across the nonprofit sector’s diverse organizational demographics and
missions.

With the rich and diverse field of opinions and methods, it is not surprising that
empirical findings demonstrate the difficulty nonprofit organizations have in defining the
purpose of organizational performance measurement in addition to designing and
implementing effective performance measurement systems. The current Q methodology
study examined nonprofit leader perceptions regarding effective nonprofit organizational
performance measurement. The focus was on the subjective perceptions held by
nonprofit leaders about which elements and characteristics are most important to creating
an effective performance measurement model that may supplement or replace the current

financial efficiency standard.



Chapter 1 contains an introduction to the problem and background of nonprofit
organizational evaluation, in addition to the purpose of the research. The significance,
theoretical framework, assumptions, scope, and limitations of the study are also
reviewed. Through a review of the literature, Chapter 2 includes a foundation of
background knowledge required to provide an explanation of how the current study fits
into the historical, theoretical, and current body of research. Chapter 3 includes the plan
and methodology for the current research, in addition to a discussion about the
appropriateness of the design and research population. Chapter 4 includes detailed
analysis of the Q sorts, descriptive demographic data, and clarification gained from post-
sort interviews in relation to the research questions and the resulting factors. Last,
Chapter 5 includes conclusions based upon the summary of results, limitations of the
study, recommendations, significance of the research to leadership, and future

implications concerning theory, practice, and research.

Background

More than 1.9 million tax-exempt organizations exist in the United States, of
which 1.4 million have 501(c)3 nonprofit organizational status with the Internal Revenue
Service (IRS; Independent Sector, 2012a). Information available from 2009 indicated the
nonprofit sector employed approximately 10% of the U.S. workforce, or 13.5 million
people, and accounted for 5.5% of the gross domestic product (Independent Sector,
2012b). Americans donated $295 billion and 12.9 billion hours, valued at $215.6 billion,
to charity in 2006 (Wing, Pollak, & Blackwood, 2008). Attention toward the sector as a
valuable service provider has increased from the Obama Administration’s Social

Innovation Fund in addition to the passage of the Edward M. Kennedy Serve America
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Act 0f 2009 (S. R. Smith, 2010). As one of the fastest growing sectors, growth in the
nonprofit sector has caused increased scrutiny and demand for transparency from donors
and the government (Ingram, 2009).

Issues in nonprofit organizational performance measurement. Limited
resources and a growing demand for performance evaluation challenge many nonprofit
organizations. Few have the personnel, the financial resources, or the training and tools
necessary to conduct internal evaluations (Carman & Fredericks, 2010). Without proper
capacity or resources, performance evaluation becomes tertiary to operations and
fundraising, which is compounded by external attention focused on efficiency rather than
performance outcomes (Ebrahim, 2005).

The evaluation measures most widely accepted and applied are financial
indicators such as fundraising efficiency and overhead percentages (Wing, 2009). The
American public has been trained to ask one simplified question of the nonprofit sector:
How much of my donation goes to the cause (Pallotta, 2008)? This question relies on
two ratios, fundraising efficiency and program spending, which are easily accessed and
analyzed through IRS Form 990s (Pallotta, 2008; Urban Institute Center on Nonprofits
and Philanthropy & Indiana University Center on Philanthropy, 2004a).

Widespread adoption of financial efficiency standards. Third-party evaluators,
such as Charity Navigator, Better Business Bureau Wise Giving Alliance, and GuideStar,
use various ranking systems, each grounded in financial performance derived from IRS
Form 990s. Donors, charity watchdogs, and the media have vilified nonprofit
organizations that exceed the acceptable overhead percentage set by third-party

evaluators (Pallotta, 2008). Arbitrarily set between 65 and 75%, the efficiency standards



are not backed by research to indicate the numbers are true indicators of efficiency
(Pallotta, 2008; Sloan, 2009; Urban Institute Center on Nonprofits and Philanthropy &
Indiana University Center on Philanthropy, 2004a).

Nonprofit organizations have by necessity accepted the standards because their
existence relies on the flow of donations, despite the fact that these artificial efficiency
standards lower organizational capacity and the ability to perform the mission (Pallotta,
2008; Urban Institute Center on Nonprofits and Philanthropy & Indiana University
Center on Philanthropy, 2004a). In an attempt to meet the efficiency standards, leaders
of nonprofit organizations have used creative accounting methods for defining or hiding
overhead, further skewing the public’s understanding of the cost to operate and to serve
the mission (U.S. General Accounting Office, 2002). Such creative accounting results
from the IRS allowing charities ample discretion in defining expenses into program
services, general management, and fundraising categories (U.S. General Accounting
Office, 2002).

Since the terrorist attacks on the United States that occurred on September 11,
2001, when an influx of donations were made confirming public support of and trust in
nonprofit organizations, a significant shift has occurred in how the public views
organizational effectiveness, with performance expectations being at the very center of
the shift (Light, 2002). During a time when donations, public trust, and media attention
for nonprofit organizations were at an all-time high, how September 11, 2001, funds were
distributed by a few organizations created immense public outrage. The outrage, coupled

with public mistrust ensuing from corporate scandals such as Enron and WorldCom,



created an environment ripe for increased scrutiny and demand for accountability (Light,
2002) still affecting the nonprofit sector.

In 2007, more than 40 million individual donors, 400,000 corporate donors, and
70,000 independent, corporate, and community foundations gave $306 billion to more
than 1 million nonprofit organizations (O’Flanagan, Harold, & Brest, 2008). Yet a 2007
Harris Interactive poll indicated only 10% of Americans strongly believe charities are
honest and ethical (Hoffman, 2006) with donated funds, which some experts believe is a
result of measuring and comparing financial efficiency, a misleading and faulted
measurement (Pallotta, 2008; Urban Institute Center on Nonprofits and Philanthropy &
Indiana University Center on Philanthropy, 2004a; Wing, 2009). And because “program
spending and fundraising efficiency ratios are not useful indicators of fraud or
dishonesty, the focus on these ratios shifts the gaze of regulators and commentators from
dishonest charities to those who are disadvantaged in the market for lower costs” (Urban
Institute Center on Nonprofits and Philanthropy & Indiana University Center on
Philanthropy, 2004b, p. 4).

Financial efficiency is widely acknowledged as an imperfect measure of nonprofit
organizational effectiveness. The GAO, IRS, charity watchdogs, and experts have
cautioned using such data because of accounting discrepancies, the range of
organizational demographics that affect efficiency ratios, and the oversimplified nature of
the question in relation to the complex nature of the nonprofit sector (U.S. General
Accounting Office, 2002). Given this general knowledge of the flaws, financial
efficiency remains the most prevalent measure for nonprofit evaluation. A 2001 survey

showed more than half of respondents said that the amount an organization spends on



administration and fundraising is the most critical factor when determining recipients for
their donations (Urban Institute Center on Nonprofits and Philanthropy & Indiana
University Center on Philanthropy, 2004b). Only 6% said the most important reason to
give is the organization fulfilling its mission and making a difference (Urban Institute
Center on Nonprofits and Philanthropy & Indiana University Center on Philanthropy,
2004b).

Efforts to measure nonprofit organizational performance. Although financial
indicators provide a basis for comparison across the sector, a growing body of literature
denotes these are not true indicators of organizational outcomes or effectiveness.
Alternative measurement models have been developed and tested; however, most are
designed for a specific organization type, location, or size. Some theorists have even
purported that creating a performance measurement tool usable across the nonprofit
sector is likely impossible (Herman & Renz, 2008). Many of the theorized and tested
models focus on characteristics, practices, and factors that fall into overlapping categories
but are limited by organizational demographics (Herman & Renz, 2008).

A model that could address the weaknesses of current models while adopting their
strengths, and adapted for broad application across nonprofit organizational types and
missions, would be an important tool for internal and external performance measurement.
Lack of consensus within the field has prevented the development and wide acceptance
of such a model in the nonprofit sector. Another point of contention in the debate is that
the focus is on #ow to measure performance, or the methodology of performance
evaluation, rather than why nonprofit organizational performance should be measured in

the first place and by what criteria nonprofit performance should be measured.



Many concepts exist for how to define and measure nonprofit performance and
effectiveness. The dissent about to whom nonprofit organizations should be accountable,
for what reasons, and how to evaluate them has generated many conceptual and
theoretical frameworks but little agreement among them (Benjamin, 2008). The
centrality of organizational effectiveness in nonprofit organizational performance is
generally agreed upon; however, little agreement exists on the definition, measurement,
and constitution of effectiveness (Lecy et al., n.d.). Each new construction of nonprofit
performance affects how resources are provided and expectations are contrived, which
leaves the nonprofit sector and its leaders in a continual tug-of-war between whose
definition and method to implement and follow.

As the number of nonprofit organizations increases, demands for accountability
and proven results become even more important. There is widespread desire for an easily
digested and understood benchmark by which to compare organizations, and financial
efficiency is the only measure to satisfy the public to date (Urban Institute Center on
Nonprofits and Philanthropy & Indiana University Center on Philanthropy, 2004b).
Despite the efforts of researchers and experts to develop a standardized model for
analyzing nonprofit effectiveness, many leaders of nonprofit organizations do not assess
the organizational performance or focus on evaluation standards as demanded by external
constituencies (Carman & Fredericks, 2010).

Lack of internal measurement, diversity in nonprofit missions and operations, and
the vast range in size and age of organizations make broad application of an external
measurement method difficult (Ebrahim, 2005; Herman & Renz, 1997; Lecy et al., n.d.).

Funders and external stakeholders increasingly demand a demonstration of effectiveness



through valid, understandable performance metrics that are replicable and widely
applicable (Urban Institute Center on Nonprofits and Philanthropy & Indiana University
Center on Philanthropy, 2004b).

Problem Statement

Current evaluation and assessment metrics often hurt rather than help nonprofit
leaders improve organizational performance (Ebrahim, 2005) and provide external parties
with a limited or incomplete understanding of outcome delivery (U.S. General
Accounting Office, 2002). The importance of performance measurement is often
neglected or downgraded in many nonprofit organizations because of insufficient
resources and training. Competing demands from external parties for a wide range of
information are often unrelated to the mission or performance improvement (Baruch &
Ramalho, 2006; LeRoux, 2009; Mayne, 2007), which is further compounded by the ever-
changing socially constructed definitions of performance expectations. Although there is
ample discourse regarding the need for changes and current replacement models, there is
little consensus within the field on why, what, and how to evaluate while maximizing
nonprofit organizational performance, outcomes, and mission achievement.

The general problem is that many theoretical models exist, offering different
perspectives on nonprofit organizational performance measurement; however, few have
been tested, have been agreed upon, or have received notable recognition or adoption
within the sector. The specific problem is a lack of understanding of the subjective
opinions held by nonprofit leaders regarding the purpose, process, and content of
nonprofit organizational performance measurement creates difficulty in designing a

widely applicable model that addresses differences in opinion, which may be the reason

10



for the development of multiple unimplemented models. The difference in opinions must
be identified before any consensus or compromise can be achieved in the creation of a
new performance measurement model to guide and assess the sector’s performance.

This Q methodology study explored nonprofit leader perceptions of effective
performance measurement and the purpose, content, and process elements necessary to
create an effective model to measure nonprofit organizational performance. A sample of
22 nonprofit leaders in the United States were surveyed to gather, analyze, and document
their perspectives regarding effective organizational performance measurement. More
specifically, nonprofit leaders with experience in nonprofit management and performance
measurement were targeted.

For the purposes of this study, nonprofit leaders were defined as (a) academic
experts who have published within the field in the past 5 years or (b) professionals with 5
or more years of leadership experience within the field. Professionals are nonprofit
organizational senior management, evaluators, grantors and funders, consultants, and
watchdog agency leaders. Members of nonprofit organizational management and
performance measurement groups or associations that focus on improving the nonprofit
sector were identified as well. The goal of the research was to determine the
characteristics of an effective organizational performance measurement model that could
alleviate issues associated with current practices.

Purpose Statement

The purpose of this Q methodology study was to identify the subjective

perspectives of nonprofit leaders in the United States concerning effective organizational

performance measurement practices. Q methodology involves systematic analysis of
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human subjectivity about a topic of study (McKeown & Thomas, 2013). This study
attempted to identify patterns of beliefs among nonprofit leaders. A chain referral sample
of nonprofit leaders who have experience in nonprofit management and performance
measurement served to help clarify the vast amount of information related to nonprofit
organizational performance measurement. From their subjective perspectives,
participants identified the most important purpose, content, and process elements of an
effective nonprofit organizational performance measurement model. Much like snowball
sampling, chain referral sampling relies upon individuals with experience with the
phenomenon of interest to provide a series of participant referrals; however, chain
referral sampling provides strategic access to multiple networks (Penrod, Preston, Cain,
& Starks, 2003). The study simultaneously involved three elements of performance
measurement: (a) purpose (why organizations are measured), (b) process (how
organizations are measured), and (c¢) content (what is measured). A single condition of
instruction was used to determine whether the nonprofit leaders believed the elements
were equally important to effective performance measurement or whether certain
elements were deemed more or less important than others.

The intent of Q methodology is to uncover social perspectives about the topic of
study. Q methodology swaps the focus of the survey method, viewing statements as
subjects and participants as variables (Sickler et al., 2006). Participants gave subjective
meaning to the Q-set as they sort the sample of statements about performance
measurement characteristics, which were correlated between participant profiles for
similar viewpoints (van Exel & de Graaf, 2005). Data were analyzed to determine

whether different factors from the collective of the individual perspectives exist that are
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discernible only to nonprofit leaders experiencing the phenomenon under investigation
(Stephenson, 1953). The objective of this study was to document nonprofit leader
perceptions of effective performance measurement, which could help in the creation of a
widely accepted external performance measurement model, thereby replacing financial
efficiency in measuring nonprofit organization performance.

Significance

Researchers have debated the concept of organizational effectiveness for many
decades, with different waves in thought, definitions, and proposed evaluation methods.
The debate has become more relevant in the nonprofit sector in the last decade as
demands for accountability and return on social investments have increased. The
following sections contain a description of the significance of the study in general and as
applied to nonprofit organizational leadership.

Significance of the study to the field. As the nonprofit sector continues to grow
in size, and competition for declining resources becomes fiercer, external parties demand
increased accountability and proven results from nonprofit organizations (Ebrahim,
2005). Without an established definition of organizational effectiveness or method for
performance measurement, a widening concern is that the media and charity watchdogs
are encouraging “donors to make decisions based on simplistic measures that can never
substitute for real assessments of whether a nonprofit group makes a difference” (Wing,
2009, p. 13).

Identifying nonprofit leader perceptions regarding performance measurement
helped to document the subjectivities that could prevent or promote a widespread

adoption of new performance measurement practices. A model that measures nonprofit
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effectiveness, performance, and impact is necessary to replace financial efficiency
standards. The identification of statistically significant social perspectives regarding the
characteristics of effective performance measurement could lead to the development of a
more beneficial performance measurement model for external parties and nonprofit
organizations.

Perception is the “process by which people select, organize, interpret, retrieve,
and respond to information from the world around them” (Schermerhorn, Hunt, &
Osborn, 2008, p. 80). Feelings and actions are responses derived from people processing
informational inputs through perception (Schermerhorn et al., 2008). Perception is a
filter affecting individual responses, including feeling, thinking, and action. An
individual’s perceptions, therefore, greatly influence his or her reactions and responses to
situations (Schermerhorn et al., 2008). How nonprofit leaders perceive performance
measurement affects their decision whether to conduct performance measurement or not,
the importance they place on this management function, and other decisions related to
organizational performance.

Individuals have deep-rooted mental models composed of internal images of how
the world works (Senge, 1990; Starkey, Tempest, & McKinlay, 2004). These mental
models can have a powerful influence on individual action because of their effect on how
the individual perceives the world. Understanding nonprofit leader perceptions of
performance measurement may help to uncover challenges in achieving a wide-scale
replacement for financial efficiency in the evaluation of nonprofit organizations.
Individual perception affects individual learning and decision-making processes, which

are the foundation of organizational action and learning (Starkey et al., 2004).
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Understanding nonprofit leader perceptions might help to uncover how nonprofit
organizations are positioned for organizational learning and making performance
improvements.

External constituencies would benefit from a performance measurement model
that presents an accurate picture of organizational performance and social outcomes, and
facilitates the benchmarking or comparison of nonprofit organizations. Such a tool could
educate both donors and nonprofit leadership about which characteristics, practices, and
behaviors position the sector for effectiveness and maximum community impact. The
identified factors could serve as a guide for more beneficial and empowering internal
performance improvements by nonprofit leaders.

A change in performance measurement and evaluation methods could help to
eliminate donor and regulator expectations and behaviors that hinder rather than help
nonprofit organizations from accomplishing their missions. Because of nonprofit
organizational resource dependencies and the institutionalization of external expectations,
if external constituencies change the performance measurement questions they ask,
nonprofit organizations will look inward and change their focus. Ultimately, nonprofit
organizations will be better positioned to affect true social change, thereby eradicating
the problems they were established to solve. “To a large extent, the way we measure
success determines the success we will achieve. Unmeasured things cannot be easily
replicated, or managed, or appreciated” (Spitzer, 2007, p. 11). Changing the socially
constructed definitions of organizational effectiveness and performance expectations in

addition to altering what is measured can position the sector for increased social benefits,
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use resources more efficiently, and solve the problems the organizations were created to
address.

Significance of the study to leadership. Nonprofit leaders are increasingly
subjected to changing and inconsistent socially constructed definitions for measurement
and behavior (Herman & Renz, 1997). Because of resource dependence, leaders of
nonprofit organizations often conform to and institutionalize the demands and needs of
external parties rather than focusing on methods to accomplish their missions better
(Froelich, 1999). The demands of an organization’s donors pull nonprofit leaders off
course, and rarely in directions that help leaders improve organizational learning and
performance as opposed to meeting the needs of the donor (Lowell, Silverman, &
Taliento, 2001). Externally imposed performance measurement usually fails to gain buy-
in from nonprofit leaders and essentially reiterates the internal cultural resistance to
evaluation (Spitzer, 2007).

One of the most underappreciated leadership roles is measurement leadership
(Spitzer, 2007). If nonprofit leaders fail to make performance measurement a specific
and intentional practice, “measurement in organizations will continue to become even
more dis-integrated, sub-optimizing, and non-transformational. At the root of the
problem are two misconceptions: 1) that measurement is primarily a technical activity,
and 2) that no one individual has overall responsibility” (Spitzer, 2007, p. 121).
Nonprofit leaders must take an active role in creating a culture of performance
measurement and performance improvements if they are to advance the mission of the
organizations they are entrusted to lead. Performance measurement is one of the most

critical practices of an organization to determine and expose value creation and
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destruction, and as such, organizational leaders must make measurement leadership a
fundamental part of their jobs (Spitzer, 2007).

Documenting the purpose, process, and content elements that nonprofit leaders
deem most important to nonprofit performance measurement might help to develop
nonprofit evaluation methods that end these counterintuitive and counterproductive
practices. Development of a performance measurement method that is feedback rich,
improvement-based rather than punitive, and focused on the needs of the nonprofit
organizations will help create buy-in among nonprofit leaders. Such a performance
measurement method may help improve the effect and social benefit that nonprofit
organizations provide for society.

Theoretical Framework

Nonprofit organizations are social systems dependent upon external resources for
survival (Scott & Davis, 2007). External influence and pressure threaten autonomy and
demand conformity to and institutionalization of external standards and norms (Worth,
2009). The standards and definitions of effectiveness, impact, and performance are
dynamic, subjective social constructions (Herman & Renz, 1997), which help to explain
the ongoing dialogue for how to evaluate nonprofit organizational performance most
effectively.

Systems theory. Von Bertalanffy and other early systems theorists pursued a
general systems theory that could help explain the systems found in all fields of science
(Denhardt, Denhardt, & Aristigueta, 2009). The primary characteristic of an open system
is the interdependence of an organization on its environment (Scott & Davis, 2007). The

focus of this paradigm is the complexity and variability inherent within the environment
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and the interconnectivity linking the network of environmental actors. By definition,
nonprofit organizations are open systems because of the complex interconnectivity
between organizations, their environment, and their stakeholders (Scott & Davis, 2007).
Without donors, volunteers, and communities, nonprofit organizational existence would
be impossible and negated as these parties provide critical resources while receiving
benefits from the social objectives of nonprofit organizations.

In an open system, an organization will function by acquiring and transforming
external inputs into the output provided back to the environment (Starnes, 2000). On the
most basic level, a nonprofit organization receives donations of time and resources and
transforms these inputs into a service rendered to the community. A danger to open
systems is entropy; the organization will fail without continued inputs of energy in the
form of resources, people, ideas, and so forth (Katz & Kahn, 1978). Without positive
support from the environment, such as continued tax-exempt status or donations of time
and money, the nonprofit organization will be degraded and eventually fail. A nonprofit
organization is inherently dependent upon the environment for existence and creates a
network of nonprofit organizations subject and often obedient to external pressure.

Resource dependence and institutional theories. Resource dependence theory
helps explain the external demand for accountability and performance measurement in
the nonprofit sector (Worth, 2009). Organizations are dependent upon their external
environment, constrained by their need for resources, and can lose autonomy (Froelich,
1999; Worth, 2009). Without managing resource dependence through strategic resource
acquisition, nonprofit organizations risk isomorphism as they adapt to the constraints of

their environment (Worth, 2009). Institutional theory accounts for nonprofit
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organizations adopting external standards and expectations and the tendency for
organizations to assimilate and adhere to external standards and norms (Worth, 2009).
Dependence creates the need to demonstrate responsiveness and incentive to devote more
time and attention to some stakeholders rather than to others, especially when catering to
an external governance agenda that often consumes a disproportionate amount of time
and resources (LeRoux, 2009).

Because outcomes and outputs are difficult to quantify in the nonprofit sector,
organizations endure strong pressure to conform to behavioral expectations (Callen,
Klein, & Tinkleman, 2003). Conformance to external pressure and the need for
legitimacy explain nonprofit organizational adoption of performance measurement and
evaluation (Carman, 2010). Incompatible stakeholder expectations increase complexity
and the difficulty of internal decision making and organizational performance (Judge,
1994; Whetten, 1978), coupled with external pressure from individual, corporate, and
government donors, which affects nonprofit behavior when resource dependence is high
or diversification of funding is low (Froelich, 1999).

A successful organization diversifies resource providers to minimize dependence,
reduce external control, and maintain autonomy (Froelich, 1999). At an optimal state, an
open system organization will change, grow, and adapt to the demands of the
environment; without continued input from and interaction with the environment, the
organization will deteriorate. These processes are inherent to open systems, yet the
socially constructed nonprofit ideology creates a tension between the nature of the
organization and the constraints placed upon it both internally and externally (Pallotta,

2008). Performance expectations and organizational effectiveness are externally driven
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social constructions adopted by nonprofit organizations because of resource dependence
and institutionalization of the expectations of those they depend upon.

Social constructionist theory. An ontological perspective, social
constructionism considers human actions, beliefs, and knowledge as creators of reality
(Herman & Renz, 1997). Individuals creating reality might reach states of consensus or
disagreement about the meaning assigned to social phenomena. Organizational
effectiveness, performance measures, and social impact are social constructions defined
by individual interaction and knowledge. Subjectivity influences the conceptualization of
organizational effectiveness, which is not a stable or definite construct as new
interactions influence the individual’s understanding and definition of the construct.

Pallotta (2008) explained that the nonprofit sector is hindered by a dated,
restrictive, and counterproductive nonprofit ideology. The focus of this socially
constructed ideology is not on organizational outcomes, but rather on the methods
employed by the organization. There is also the desire for immediate gratification or
movement rather than a focus on long-term results. The system created from this
ideology prevents effective organizational results and the eradication of those problems
nonprofit organizations were established to solve. The accepted nonprofit ideology based
effectiveness upon financial efficiency, provided a simple basis of comparison for the
nonprofit sector, and was the best at the time. The old nonprofit ideology will no longer
serve because of exponential growth in the nonprofit sector, the increase of information
available resulting from advances in technology, and a growing demand for

accountability.
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A new paradigm is necessary for nonprofit performance expectations,
effectiveness, and a method for assessing and evaluating organizational performance that
allows nonprofit organizations to succeed. Despite the proposal of many ideas and
methods, few have gained support or widespread adoption as the new paradigm for
nonprofit performance evaluation. To gain legitimacy, prove accountability, and
maintain positive relationships, nonprofit organizations must conform and institutionalize
externally imposed standards, whether they are in the best interest of the organization’s
mission achievement or not. At the heart of the problem is the lack of an agreed upon
definition of effectiveness and method for performance measurement. Effectiveness is
subject to how the vast numbers of stakeholders define organizational effectiveness; no
reigning body is offering a concrete definition to measure against. Thus, organizational
effectiveness is what stakeholders or multiple constituencies determine it to be (Herman
& Renz, 2004).

Existence as open, resource dependent systems, reliant upon interactions and
support from outside agents, leads to operational difficulties for nonprofit organizations.
Nonprofit organizations must interact with their environment to flourish, and without
external funding sources to provide revenue, very few would survive. Social
constructions of nonprofit performance, in addition to the priorities of external funding
and regulatory sources, create an environment where nonprofit organizations are subject
to external standards and expectations that often directly contradict their ability to be
effective. In the name of assistance, many nonprofit organizations experience increased

difficulty in mission attainment.
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An existence as open systems subjects nonprofit organizations to a vast pool of
interested stakeholders, all with their own opinions and beliefs about nonprofit
performance and effectiveness. Resource dependencies affect which opinions and beliefs
nonprofit leaders hear most and which socially constructed performance expectations and
standards nonprofit organizations institutionalize. The concourse will be drawn from this
theoretical framework, specifically, the discourse occurring between the network of
interconnected nonprofit organizational stakeholders about the socially constructed
beliefs and opinions held about nonprofit performance and effectiveness. How
performance and effectiveness are most often shaped by the resources stakeholders offer
nonprofit organizations and the pressures experienced by nonprofit leaders to
institutionalize these expectations will be examined.

Research Questions

The widespread dialogue regarding performance measurement can be reduced to
three common elements: (a) purpose (why organizations are measured), (b) process (how
organizations are measured), and (c) content (what is measured). Q methodology
provides a systematic approach to understanding human subjectivity (McKeown &
Thomas, 2013) and permits nonprofit leader perceptions of effective organizational
performance measurement characteristics to be identified. The research questions for this
Q methodology study are as follows:

RQ1: What do nonprofit leaders believe to be the most important elements of

effective nonprofit organizational performance measurement?
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RQ2: What are the characteristics, behaviors, or practices nonprofit leaders
believe are critical to developing an effective nonprofit organizational performance
measurement model?

Many different conceptions exist for how to define and measure performance and
effectiveness. The dissent about whom nonprofit organizations should be accountable to,
for what reasons, and how to measure them appears in many conceptual frameworks,
with few in agreement (Benjamin, 2008). The centrality of organizational effectiveness
is generally agreed upon; however, there is little agreement on the definition,
measurement, and constitution of effectiveness (Lecy et al., n.d.). Each new construction
of nonprofit organizational performance affects how resources are provided and
expectations are contrived, which leaves the nonprofit sector and its leaders in a continual
tug-of-war between whose definition and method should be implemented and followed.

Many ideas for how to evaluate nonprofit organizations exist, but there are
relatively few if any large-scale empirical studies that involve examining the evaluation
practices of nonprofit organizations, and most studies are narrow in focus or are case
studies examining the practices at a few organizations (Carman, 2009). More theoretical
and conceptual frameworks have been offered than empirically tested. With the rich field
of opinions and methods, it is not surprising that the empirical findings demonstrate the
difficulty nonprofit leaders have in designing and implementing effective performance
measurement systems, for what purpose, and collecting what information.

Nature of the Study
A researcher can use many methodologies to study nonprofit leader perceptions of

performance measurement; however, the method employed should be dictated by the
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research problem and research questions (Creswell, 2005). The selection of research
design includes a set of decisions made by the researcher about the topic under study,
among which are population, which research methods to employ, and for what purpose
(Babbie, 2008), to provide the plan for the data collection, measurement, and analysis
(Cooper & Schindler, 2008). In nonexperimental research, research designs can be
causal, descriptive, or exploratory (Salkind, 2008). An exploratory design is appropriate
for this study because the goal of the research is to identify nonprofit leader perceptions
regarding performance measurement rather than to explain or establish causal
relationships.

A critical evaluation of different research methods resulted in the determination
that a mixed-method research design, and more specifically a Q methodology design,
would be superior to other quantitative or qualitative methods. Q methodology includes
the strengths of qualitative and quantitative research methods and, through the systematic
examination of subjectivity, may reveal connections overlooked by other techniques
(Akhtar-Danesh, Baumann, & Cordingley, 2008). Q methodology “brings out patterns or
clusters of views and attitudes held by certain groups of people, as expressed in everyday
or accessible communication” (Wolf, 2010, p. 255).

Q methodology allowed for an exploratory study of the subjective perceptions
held by nonprofit leaders regarding nonprofit performance measurement. Subjectivity is
fundamentally an individual’s point of view and may be in opposition to typical research
resonating from the external standpoint of the researcher (S. R. Brown, 1980). Q
methodology supports the exploration of the participant’s internal standpoint and “is used

to discover typologies, to discern differences in opinion groups” by identifying common
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factors (Peck, 2010, p. 4). The factors essentially function as “hypothetical individuals”
(Peck, 2010, p. 4) and provide a window into the beliefs about effective performance
measurement.

The focus of Q methodology is “on the individual rather than the collective and
preserves the integrity of the individual in the final result. Normative methods such as
sample surveys . . . deal with the collective behavior of groups . . . but in the process
individual identity is lost” (Peck, 2010, p. 1). Q methodology transforms subjective
statements into operant, objective outcomes in a feasible and effective manner (Akhtar-
Danesh et al., 2008). Although critics of Q methodology raise concerns over
representativeness, the intent of the methodology and this study was not to identify what
portion of the population holds a particular view, but rather to uncover the views held
among nonprofit leaders, and Q methodology is the ideal method to gather and analyze
this information. Therefore, representativeness is a matter of inclusion of the population
of all viewpoints rather than of individuals.

In the United States, there are 1.5 million tax-exempt 501(c)3 nonprofit
organizations (Independent Sector, 2012a), each led by an executive director, chief
executive, founder, or other leader, in addition to an unknown number of experts,
researchers, evaluators, professionals, and consultants participating in the nonprofit
organizational management and performance measurement dialogue. It is from this
target population that participants were recruited. As it would be cost and time
prohibitive to study the entire population, the participant recruitment was limited to a

portion of the population (Cooper & Schindler, 2008).
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This study collected the perspectives held by 22 nonprofit leaders, targeting those
with experience in nonprofit management and performance measurement within the
United States as the primary source of data. A relatively small number of participants are
necessary because they are the means for measuring variables rather than representing a
population (Sickler et al., 2006). A 3:1 ratio of statements to participants is most
common, with the lowest ratio of statements to participants being 2:1 (Webler,
Danielson, & Tuler, 2009). There must be enough participants to have four or five to
define each factor, but additional participants have little impact on the factor scores
because Q methodology results are generalizable to the defined factor type rather than the
population (S. R. Brown, 1980).

A growing body of Q studies has affirmed that two to five social perspectives
about a given topic are typically identified, and only four or five participants are
necessary to define a factor (perspective; Webler et al., 2009). Identified through chain
referral sampling, participants in this study were specifically asked to refer those in the
field with a known difference in opinion from their own in an attempt to reduce bias and
increase the researcher’s ability to find different social perspectives held by nonprofit
leaders.

Participants comprising the P-set should not be selected at random, but rather
have a theoretical relevance to the study and a distinctive stance on the topic that will
help define a factor (S. R. Brown, 1980). For the purposes of the study, nonprofit leaders
were defined as (a) academic experts who have published within the field in the past 5
years or (b) professionals with 5 or more years of leadership experience within the field

of nonprofit management and performance measurement.
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Nonprofit leaders can help clarify the vast amount of information related to
nonprofit organizational performance measurement and identify the most important
purpose, content, and process elements to yield valuable data for external parties and
internal performance improvement alike. The information was clarified by participants
through the Q sort, a process in which participants sorted a collection of 42 Q sample
statements representing the spectrum of opinions about nonprofit organizational
performance measurement. The Q sample is a representative list of statements derived
from the concourse that has been condensed to reduce ambiguity and duplication yet still
represents the main ideas, opinions, and views collected in the concourse, typically
between 40 and 50 statements (Wecht & Rago, 2006). During a Q sort, participants rank
statements in a significant order with respect to their point of view (S. R. Brown, 1980)
under a forced-choice distribution according to the sorting directive or condition of
instruction. The Q sort is a reflection of the participant’s thinking, evaluation, and
interpretation of the Q sample stimuli (S. R. Brown, 1980).

Participants received Q sort materials through the U.S. mail. Each packet of
materials consisted of a standardized list of instructions for completing the Q sort, a list
of 42 alphabetized statements, and a short demographic questionnaire (see Appendices C,
D, and E). Upon completion of the Q sort and subsequent recording procedures,
participants returned Q sort materials in the provided self-addressed stamped envelope
through the U.S. mail to the researcher within 2 weeks of receiving the materials.
Participants received a follow-up telephone call from the researcher after 2 weeks.

Although the sample is small, is nonrandom, and may not be broadly applicable to

individuals with different experiences (Akhtar-Danesh et al., 2008), the goal of a Q
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methodology study is to identify different patterns of thought rather than the numerical
distribution within a larger population (Akhtar-Danesh, Baxter, Valaitis, Stanyon, &
Sproul, 2009). Correlation, factor analysis, and factor scores were used to analyze
participants’ Q sorts (McKeown & Thomas, 2013) to identify common performance
measurement characteristics that nonprofit leaders believe are most important to the
evaluation of nonprofit performance. Analysis uncovered patterns from individual
responses that can be composed into social perspectives (Sickler et al., 2006). PQMethod
2.33 software facilitated analysis of Q sort results by computing the data (Schmolck,
2002).

Definition of Terms

The academic setting and the Q methodology study included the application of
many unique terms in relation to nonprofit performance measurement and organizational
effectiveness. The following list of definitions includes commonly used words in this Q
methodology study of nonprofit performance measurement.

Concourse: The concourse is a collection of statements relevant to the topic of
study containing all related aspects of all discourse about the topic and comprising the
raw material for Q methodology (van Exel & de Graaf, 2005).

Financial efficiency: Financial efficiency is the financial ratio analysis that
determines the percentage of a nonprofit organization’s budget spent on fundraising
expenses, thereby exhibiting how efficient the organization is at raising funds (Judge,
1994).

Nonprofit organization: A nonprofit organization is an organization managed by a

voluntary board of directors and afforded a special 501(c)3 tax-exempt status by the IRS
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because it retains surplus funds to fulfill socially beneficial goals rather than to distribute
funds to owners or shareholders (Independent Sector, 2012a).

Organizational effectiveness: According to Mensah, Lam, and Werner (2008),
“While efficiency involves the quantitative ratio of inputs to outputs, effectiveness
involves the softer concept of organizational goals versus organizational achievements”
(p. 325).

Organizational performance: Lebas and Euske (2002) noted organizational
performance involves “doing today what will lead to measured valued outcomes
tomorrow” (p. 68).

Overhead: Overhead is the amount of money expended by a nonprofit
organization on fundraising, management, and general administrative expenses (Urban
Institute Center on Nonprofits and Philanthropy & Indiana University Center on
Philanthropy, 2004a).

Performance measurement: Performance measurement is a management tool or
process that utilizes a measurement system comprised of measures, a measurement
process, and the technical infrastructure required to implement the assessment of defined
performance expectations (Spitzer, 2007).

P-sample (P-set): A P-sample, or P-set) is a group of theoretically relevant
participants in a Q methodology study who complete a Q sort (S. R. Brown, 1980).

O sample (Q-set): The Q sample, also referred to as a Q-set, is a representative
list of statements derived from the concourse and rank ordered by participants during the

Q sort (Akhtar-Danesh et al., 2008).
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O sort: The instrument that facilitates a Q methodology study, the Q sort is the
process by which participants rank order statements in the Q sample within the
distribution based upon the relevant importance to the participants (Webler et al., 2009).
Assumptions

In research, assumptions are the ideas or beliefs taken for granted without being
tested for the conclusions being made (Neuman, 2006). This study included six
assumptions. The first assumption was that nonprofit organizational performance should
be measured. Performance measures and performance measurement “can have a
transformational impact on the way people in organizations view their work, their
products, and their customers” (Spitzer, 2007, p. 2). Performance measurement is not
about the numbers but rather the perception, understanding, and insight an organization
can gain from this important management tool, which organizational leaders of the future
must make a regular practice to ensure survival (Spitzer, 2007).

The second assumption was that selected participants had the requisite leadership
experience and knowledge of the nonprofit sector to understand the instructions for
completing the Q survey adequately. Clear expectations of the desired leadership
experience and knowledge are outlined as part of the chain referral sampling procedure to
identify and include nonprofit leaders who meet these expectations. Each participant’s
experience was confirmed by their postsort questionnaire responses. The third
assumption was the survey tool was appropriate for collecting nonprofit leaders’
perceptions of nonprofit organizational performance measurement. The Q sort is the
method by which information is collected for subsequent factor analysis. In essence, the

Q sort is a reflection of the participant’s thinking, evaluation, and interpretation of the Q
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sample stimuli (S. R. Brown, 1980) comprised of a range statements about nonprofit
organizational performance measurement.

The fourth assumption was the nonprofit leaders and experts included in this
study provided an appropriate representation of the opinions of nonprofit leaders in
general about nonprofit performance measurement. It was also assumed that participants
responded honestly and openly about their opinions of the topic and respond positively to
participating in the study. Individuals who agreed to participate in the study received a
request to read, sign, and return the informed consent form, which informs participants of
confidentiality, the level of risk associated with the study, the nature of voluntary
participation, and the ability to withdraw from participation. Return of the informed
consent form and participation in this study revealed the participants’ interest in the topic
of study.

Assurance that all printed and electronic data and forms remained secure and
locked, with only the researcher having access, should help elicit truthful answers from
participants. Participants were assigned unique random identifiers rather than using their
names or organizational affiliations to ensure confidentiality. “Confidentiality is
maintained when anything that is learned about the participant is held in the strictest of
confidence” (Salkind, 2008, p. 64). The anonymity of participants was ensured through
the assignment of unique identifiers to each participant. A single master list of
participants and identifiers was maintained (Salkind, 2008). The unique identifiers were
used in all subsequent data collection and analysis documentation, thereby ensuring

participant anonymity.
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As in all Q methodology studies, the final assumption was that the lived
experiences and perceptions of participants provided a reasonable foundation for all
knowledge gained from the study. Q methodology allows for the exploration of the
participants’ internal standpoint (S. R. Brown, 1980) and taps into the subjective
opinions, beliefs, and knowledge of the individual gained from perception and
experience. “Q methodology is our window to learning about subjective reactions or
responses to the issues confronting professionals daily” (Montgomery, 2010, p. 1). The
intent of Q methodology is to uncover common social perspectives about the topic of
study. Q methodology researchers collect “a small number of distinctly different
individual perspectives and then employ non-parametric statistics to reveal the underlying
social perspectives” (Sickler et al., 2006, p. 356) and in this study revealed social
perspectives regarding nonprofit organizational performance measurement and
potentially uncovered new theoretical ideas or positions worthy of further study.
Participants were informed of their right to withdraw from participation at any point
during the study for any reason of their choosing, including having inadequate knowledge
and experience to complete the Q sort.

Scope

The scope of this study was to use Q methodology to document the subjective
perceptions nonprofit leaders hold for the purpose, process, and content elements of
effective nonprofit organizational performance measurement. Participants were nonprofit
leaders in the United States who have experience in nonprofit management and
performance measurement. Initial contact with potential participants occurred through

telephone, e-mail, or U.S. mail. Potential participants were identified during the
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literature review and through research of charity watchdog agencies, foundations, and
professional evaluators and nonprofit consultants. Contact was also made through the
researcher’s personal and professional network. For the purposes of this study, nonprofit
leaders were defined as (a) academic experts who have published within the field in the
past 5 years or (b) professionals with 5 or more years of leadership experience within the
field. While each of the participants had a different role within the nonprofit sector, each
had enough knowledge and experience with nonprofit organizational management and
performance measurement to express an opinion about the most important characteristics
of an ideal performance measurement model.

Limitations

Limitations are the restrictions, limits, weaknesses, or problems identified by the
researcher (Creswell, 2005). Q methodology “has the rather obvious disadvantage that it
is designed to study subjectivities and thus is not suited to study matters of fact” (de
Graaf & van Exel, 2008, p. 70). This characteristic makes Q methodology the ideal
methodology for exploring participants’ preferences, motives, tastes, feelings, and
understanding of a topic, which are the underlying parts of personality that influence
behavior (van Exel & de Graaf, 2005).

Although the sample was small, purposive, and may not be broadly applicable to
individuals with different experiences (Akhtar-Danesh et al., 2008), the goal of this Q
methodology study was to identify different patterns of thought rather than the numerical
distribution within a larger population (Akhtar-Danesh et al., 2009). As such, findings
are not generalizable to the larger population but to the concourse sampled for the Q-set.

The definitions of validity and reliability are different in Q methodology because the
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expressed perspective is derived from the participant’s viewpoint rather than the
researcher’s external standpoint (S. R. Brown, 1980; Hathcoat & Montgomery, 2010).
Because the unit of measurement is the importance of a statement to the subject,
conventional reliability and validity are not central to Q methodology (Osterkiil, 2010).
Validity is only an issue when participants genuinely fail to represent their own
perspective (Choi, 2010; Hathcoat & Montgomery, 2010). Reliability is comprised of
two parts: the test—retest coefficients from individual sorts and the schematic reliability or
the replication of perspectives across multiple studies (Hathcoat & Montgomery, 2010).

Another criticism of Q methodology is the questionable reliability and the
subjectivity of the researcher in relation to the process of statements chosen from
literature and sorted by participants (Thomas & Baas, 1992). Strategic sampling helped
reduce researcher bias in the Q-set creation, as statements were methodically chosen to
represent the concourse both theoretically and inductively (Webler et al., 2009).
Researchers in previous studies have concluded a limited number of unique viewpoints
exist for a given topic (S. R. Brown, 1980), allowing for study replication. Replication,
regardless of population, is a critical component for proving reliability (Buchman, 2009).
Other researchers have found Q sort test-retest reliability to be .80 or higher, and content
validity is assessed through a literature review and testing by a team of three to five
domain experts (S. R. Brown, 1980; Valaitis, Akhtar-Danesh, Eva, Levinson, &
Wainman, 2007).

Another limitation was the brief amount of time and resources dedicated to
conducting the research may have limited the expressed opinions and perceptions of the

participating nonprofit leaders to those who could be reached within time and fiscal
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constraints. As it would have been cost and time prohibitive to study the entire
population, the study population was limited to a portion of the population (Cooper &
Schindler, 2008). Because “the objective in Q methodology is to be able to describe
typical representations of different viewpoints rather than to find the proportion of
individuals with specific viewpoints” (Akhtar-Danesh et al., 2008, p. 764), identification
of the size of the population is unnecessary.
Delimitations

The decision to include only nonprofit performance measurement experts in the
United States limited the possibility of cultural, political, regulatory, social, and legal
differences from nonprofit leaders from other countries introducing factors irrelevant to
nonprofit organizational performance measurement in the United States. Limiting the
study to nonprofit leaders with 5 or more years of experience in nonprofit management
and performance measurement excluded the perceptions of leaders running nonprofit
organizations such as middle management, program directors, and other employees who
may not have met the experience requirement, may not have firsthand experience, and
may not have an understanding of nonprofit organizational performance measurement.
These individuals might have different perceptions of performance measurement than
those represented by the participants included in this study. Both these design choices
limited the ability to generalize the findings beyond the U.S. nonprofit sector and among
individuals who are not experienced leaders in nonprofit management and performance
measurement.

Social constructions of performance, performance expectations, and

organizational effectiveness, in addition to external demands driven by resource
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dependence and institutionalization, position nonprofit performance as dynamic and
inherently longitudinal. Because performance expectations and definitions of nonprofit
organizational effectiveness are dynamic social constructions that change over time,
another delimitation of this study was the time dedicated to collecting the social
perspectives of nonprofit leaders. The findings of this study provide a snapshot of
nonprofit organizational performance measurement, performance expectations, and
organizational effectiveness at the time of the study.

Despite delimitations in generalizing the results and the ever-changing dynamic
conception of nonprofit organizational performance, the findings of this study are
pertinent to documenting the perceptions held by nonprofit leaders with experience in
nonprofit management and performance measurement regarding the most characteristics
of an improved performance measurement model. Further studies can determine whether
the factors identified in this study are exhaustive, what distribution shares these beliefs
among the larger population of nonprofit leaders, and how nonprofit organizational
performance measurement and organizational effectiveness have changed and continue to
change over time.

Summary

The nonprofit sector is growing and changing at a rapid pace, as are the external
pressures for accountability and results. The focus of performance measurement
practices is on measures that do not provide accurate or helpful information for internal
performance improvements and external parties. Although there is ample discourse
calling for new performance measurement models to replace financial efficiency, dissent

has prevented the broad application of a new model in the sector.
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As resource-dependent open systems, nonprofit organizations internalize the
external expectations of resource providers, which have led to the adoption of harmful
performance measures (Ebrahim, 2005; Froelich, 1999). Within the demands of daily
operations, performance measurement is often underpracticed and seen as highly suspect
in many nonprofit organizations. Clarifying the vast differences in opinions held by
nonprofit leaders (Lecy et al., n.d.) might help to identify commonalities that could help
build the consensus or compromise necessary for a broad application of a new
performance measurement model.

This study included Q methodology, a qualitative method using quantitative
strategies, as a methodology that draws upon the strengths of both quantitative and
qualitative methods while mitigating the weaknesses of each. Q methodology is an
appropriate method for an exploratory study of the subjective perceptions of nonprofit
performance measurement held by 22 nonprofit leaders, as subjectivity is the primary
element of focus in Q methodology. This study collected the perspectives held by
nonprofit leaders who have experience in nonprofit management and performance
measurement within the United States as the primary source of data. Although findings
of this study are not generalizable to the larger population, the goal was to find the
typologies of opinions rather than their distribution among the population. Through a
review of the literature, Chapter 2 includes a foundation of the background knowledge
required to provide an explanation of how the study fits into the historical, theoretical,

and current body of research.
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Chapter 2
Literature Review

The prevailing nonprofit ideology or paradigm defines organizational
effectiveness through financial efficiency. Donors are trained to ask only one question:
How much of my donation goes to the cause (Pallotta, 2008)? This singular focus on
overhead percentages, or the amount of money diverted to operations rather than the
cause, has given donors a simple metric to compare a complex sector. This flawed
evaluation metric directs donor attention to an incomplete understanding of
organizational effectiveness and leads nonprofit leaders to hide their need for operational
inputs (Ebrahim, 2005). As a result, organizational infrastructure is secondary to
programmatic spending and organizational effectiveness is threatened.

The nonprofit sector is different from the public and private sectors, in that
organizational goals are typically intangible and more difficult to assess. Internal and
external evaluation methods have been proposed and tested, yet few, if any, have been
applicable across a broad range of organizational demographics and characteristics.
Ample dialogue exists for how to evaluate nonprofit organizations, yet there is a lack of
consensus on how to best evaluate so that it is relevant to external parties and assists
nonprofit leaders with performance improvement. Evaluation as practiced by the
nonprofit sector tends to be externally focused and retrospective and rarely informs
changes in practice (Emerson, Wachowiz, & Chun, 2000).

The purpose of this Q methodology study was to gain a better understanding of
the subjective perspectives of nonprofit leaders in the United States concerning effective

organizational performance measurement practices. Q methodology provides for
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systematic analysis of human subjectivity about a topic of study (McKeown & Thomas,
2013). The study attempted to identify patterns of beliefs among nonprofit leaders. A
chain referral sample of nonprofit leaders who have experience in nonprofit performance
measurement was used to help clarify the vast amount of information related to nonprofit
organizational performance measurement and identify the most important purpose,
content, and process elements to yield valuable data for external parties and internal
performance improvement alike.

Through a review of the literature, Chapter 2 contains the foundation of
background knowledge required to provide an explanation of how the study fits into the
historical, theoretical, and current body of research. Chapter 2 includes an overview of
the historical literature about organizational effectiveness, performance measurement and
evaluation, and theories of nonprofit performance. The literature review encompasses
internal, external, and mixed method evaluation techniques; their relevant strengths and
weaknesses; and the absence of an agreed upon definition of nonprofit organizational
effectiveness and performance expectations. Also addressed are an assessment of the
current performance measurement and evaluation practices, the lack of consensus in the
field of nonprofit organizational performance measurement, and a review of the purpose
of nonprofit performance measurement.

Chapter 2 also includes a discussion regarding the internal and external
characteristics that lead to effective performance measurement as well as analysis of the
limited literature about nonprofit leader perceptions of organizational effectiveness and
performance measurement. The chapter concludes with an examination of research

methods and Q methodology, the method selected for this study. The objective of this
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study was to document nonprofit leaders’ perceptions of performance measurement,
which could help in the creation of a widely accepted external performance measurement
model, thereby going beyond financial efficiency in evaluating the performance of
nonprofit organizations.
Documentation

Scholarly books, peer-reviewed journals, and research documents were obtained
through University of Phoenix and University of Alaska Anchorage databases, including
EBSCOhost, ProQuest, ProQuest Digital Dissertations, JSTOR, Emerald, and SAGE
Full-Text Collections. The research also included weekly scans of the websites of
organizations committed to nonprofit organizational excellence, including Urban Institute
Center of Nonprofits and Philanthropy, Indiana University Center on Philanthropy,
Chronicle of Philanthropy, and the Hauser Center for Nonprofit Organizations at Harvard
University. The literature review incorporated combinations of specific key word
searches. Search strings included nonprofit organizations, performance
evaluation/measurement, performance metrics/models, external evaluation, outcome
measurement, organizational effectiveness, accountability, capacity building, social
impact, high impact [organizations], leader perceptions, and Q methodology. The search
for primary sources was comprehensive though not conclusive because of the vast and
dynamic characteristics of the online community. Given the waves of interest in the topic
of organizational effectiveness and performance evaluation, research included sources
from the 1990s through 2011, though earlier sources are included for a historical

perspective of the topic. Although not all of the literature searched was applicable to this
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study, Table 1 includes a summary of the literature accessed, reviewed, and cited in
Chapter 2.
Table 1

Summary of Literature Searched by Category (1990-2012)

Category (by source type) Accessed Reviewed Cited
Journals articles 3,844 476 83
Doctoral dissertations 41 13 2
Books 167 71 33
Other electronic sources 249 52 17
Totals 4,301 612 134

Historical Overview

This section includes a review of various efforts to determine how to define and
measure organizational effectiveness and performance among nonprofit organizations.
Much of the literature includes overlapping definitions and models, some singular in
focus and others including multidimensional constructs. For many decades, scholars
have defined organizational success in terms of organizational effectiveness (Kondalkar,
2009); thus, an organization is successful if it is effective. The purpose of early
organizational effectiveness research was to determine common metrics to compare the
performance of organizations of different size and purpose (Lecy et al., n.d.).

One explanation for the increased demand to develop a metric for measuring
organizational effectiveness among nonprofit organizations is the increased visibility of
rating agencies and watchdogs among donors and the public in general (L. D. Brown,
2008; Ebrahim & Weisband, 2007; Unerman & O’Dwyer, 2006). The history of
organizational effectiveness research has crossed multiple disciplines, including
economics; accounting; operations; and personnel, organizational, and strategic

management (Mensah et al., 2008). “While efficiency involves the quantitative ratio of
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inputs to outputs, effectiveness involves the softer concept of organizational goals versus
organizational achievements” (Mensah et al., 2008, p. 325). Measuring organizational
efficiency is easy in comparison to organizational effectiveness, which often is not
quantifiable or easily defined. An important point is that organizational effectiveness is
not the opposite of organizational incompetence, but rather falls within a realm of
organizational effectiveness, excellence, and competence (Ott & Shafritz, 1994).

Early phases of organizational effectiveness research involved an attempt to
define dimensions of organizational effectiveness and create standardized terminology
within the field, and the view of effectiveness was often as a one-dimensional construct.
Researchers have used organizational goals, resource utilization, internal processes, and
strategic constituencies as measures for organizational effectiveness. The goal attainment
approach identified goals to measure performance, assuming that organizations are
rational goal-seeking entities with clearly defined organizational goals (Price, 1968;
Shilbury & Moore, 2006). If the organization’s goals are not specific and quantifiable,
then they are not useful to this approach, and effectiveness cannot be measured.

The system resource approach roots effectiveness in an organization’s ability to
attract and utilize resources, which ensures organizational viability (Shilbury & Moore,
2006; Yuchtman & Seashore, 1967). Although this approach measures organizational
inputs and outputs, it does not examine organizational effectiveness holistically. The
internal process approach involves examining the dynamic between employees,
proposing factors such as trust, integrated systems, and smooth functioning as more
accurate effectiveness measures (Shilbury & Moore, 2006; Steers, 1977). Although this

approach involved examining important internal dynamics that affect organizational
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effectiveness, the approach disregarded the external relationships and pressures faced by
organizations. The strategic constituencies approach elicited key stakeholder definitions
of organizational effectiveness, as stakeholders provide support and different interests in
organizational performance (Connolly, Conlon, & Deutsch, 1980; Shilbury & Moore,
2006). Although this approach involved examining stakeholder perceptions of
organizational effectiveness, a specific definition was unreached and other critical factors
were not examined.

The singular focus of each of these approaches and the ensuing criticism about
them led to a conclusion that a more complex or multidimensional definition and
approach to organizational effectiveness is needed (Lecy et al., n.d.). These models
included multidimensional models (Cameron & Whetten, 1983; M. J. Foster & Lock,
1990; Zammuto, 1982), competing values models (Quinn & Rohrbaugh, 1983),
contingency models (Lewin & Minton, 1986), and the balanced scorecard approach
(Kaplan & Norton, 1996). These complex or multidimensional models often included or
incorporated goal attainment, resource acquisition, and reputational dimensions to define
or measure organizational effectiveness (Forbes, 1998; Lecy et al., n.d.). In response to a
nonprofit’s multiple constituencies, models to address multiple stakeholders emerged
(Herman & Renz, 1997; Zammuto, 1984). Divisions within the field have led to more
precise subfields (Lecy et al., n.d.), yet minimal effort has been made to integrate the
divergent perspectives organizational effectiveness research has taken.

In a review of nonprofit organizational effectiveness literature from 1977 to 1997,
Forbes (1998) found that, with the exception of one study, none of the researchers

adopted a conventional organizational effectiveness approach but rather offered new

43



definitions or constructs. As a result of this literature review, a new, emergent approach
to organizational effectiveness results, which shared three similar characteristics in which
the meaning of effectiveness “is (a) created by the individual or organizational actors
involved, (b) specific to the context in which it was created, and (c) capable of evolving
as actors continue to act” (Forbes, 1998, p. 195). These studies gave critical attention to
the role that perception and understanding have in organizational functions and the
increasing consideration for the social construction of organizational effectiveness and
organizational performance expectations.

Baruch and Ramalho (2006) reviewed a sample of 149 organizational
effectiveness articles from 1992 to 2003 and found a variety of terminology issues and a
lack of consensus for organizational effectiveness criteria, as most researchers used
different operational definitions of organizational effectiveness and used terms
interchangeably. Within the literature, a debate on organizational purpose occurred
regarding whether the primary function was to fulfill goals (rational goal approach), to
fulfill stakeholder expectations (strategic constituencies approach), or to fulfill multiple
purposes (shift to multidimensional definitions). Some articles examined organizational
effectiveness with separate constructs for private and nonprofit organizations, whereas
others made a single construct for organizations with radically different functions. The
sample demonstrated a lack of combined knowledge, as the body of literature did not
build upon previous knowledge because researchers and theorists created new constructs
rather than testing previously presented models. Most of the studies were one
dimensional; nearly 41% focused on single or a few criteria, and despite multiple criteria,

the studies were not multidimensional. The vast range in definitions resulted in a vague
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understanding and definition of organizational effectiveness and an inability to measure
organizational performance by a common standard.

Although organizational effectiveness has been presented as a way to measure
and gauge organizational performance, the construct has shifted over time. Early
researchers examined organizational effectiveness through one-dimensional constructs,
though each was criticized for failing to address other important characteristics, factors,
and dimensions of effectiveness. Although dialogue and literature suggest a move
toward multidimensional organizational effectiveness criteria and constructs, audits of the
literature have indicated that the definition and measurement of multiple dimensions
remain a convoluted and difficult goal to attain. The increasing demand to measure
nonprofit performance has maintained the relevance of organizational effectiveness
within current dialogue and literature.

Theories of Nonprofit Performance

Nonprofit organizations are social systems dependent upon external resources for
survival (Scott & Davis, 2007). External influence and pressure threaten autonomy and
demand conformity to and institutionalization of external standards and norms (Worth,
2009). These standards and definitions of effectiveness, impact, and performance are
dynamic, subjective social constructions (Herman & Renz, 1997) that explain the
ongoing dialogue for how to evaluate nonprofit performance most effectively.

Systems theory. During the 1960s and 1970s, systems theory emerged in social
and organizational research and has become a systemic method for understanding the
interconnectedness and consequences of human behavior (Denhardt et al., 2009). The

primary characteristic of an open system is the interdependence of an organization on its
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environment (Scott & Davis, 2007). Systems theory focuses on the complexity and
variability of the parts, the interconnectivity linking the network of actors, and the flows
among systems and the environment. By definition, nonprofit organizations are open
systems because of the complex interconnectivity between organizations, their
environment, and their stakeholders (Scott & Davis, 2007).

In an open system, an organization will function by acquiring and transforming
external inputs into the output provided back to the environment (Starnes, 2000). On the
most basic level, a nonprofit organization receives donations of time and resources and
transforms these inputs into a service rendered to the community. External forces include
general and task environments. The general environment includes indirect environmental
influences, including legal, political, sociocultural, economic, and technological forces
(Starnes, 2000). A change in the general environment can cause a shift in how a
nonprofit organization will interact and function in the environment and can necessitate a
change in the internal operations of the organization. The task environment directly
affects an open system and consists of customers, competitors, and suppliers (Starnes,
2000). A nonprofit’s task environment also includes donors, charity watchdogs, and
governmental agencies, which influence management and strategic decisions made in the
internal environment, comprised of the organization’s employees and volunteers.

A danger to open systems is entropy; an organization will fail without continued
inputs of energy in the form of resources, people, ideas, and so forth (Katz & Kahn,
1978). “Connections with ‘external’ elements can be more critical than those among
‘internal’ components; indeed, for many functions the distinction between organization

and environment is revealed to be shifting, ambiguous, and arbitrary” (Scott & Davis,
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2003, p. 31). Without positive support from the general and task environment, such as
continued tax-exempt status or donations of time and money, nonprofit organizations will
be degraded and eventually fail. A nonprofit organization is inherently dependent upon
the environment for existence and creates a network of nonprofit organizations subject
and often obedient to external pressure.

Resource dependence and institutional theories. Resource dependence theory
helps explain the external demand for accountability and performance measurement in
the nonprofit sector (Worth, 2009). Nonprofit organizations are not closed systems, and
as such are dependent upon continued external exchanges (Heimovics, Herman, &
Coughlin, 1993). Organizations are dependent upon their external environment, are
constrained by their need for resources, and can lose autonomy (Froelich, 1999; Worth,
2009). Without managing resource dependence through strategic resource acquisition,
nonprofit organizations risk isomorphism as they adapt to the constraints of their
environment (Worth, 2009). Institutional theory accounts for nonprofit organizations
adopting external standards and expectations and the tendency for organizations to
assimilate and adhere to external standards and norms (Worth, 2009). “Institutional
theory describes organizations’ efforts to gain legitimacy by embracing the norms,
values, and mores prescribed by the environment in which they exist” (Worth, 2009, p.
49).

Because outcomes and outputs are difficult to quantify in the nonprofit sector,
organizations endure strong pressure to conform to behavioral expectations (Callen et al.,
2003). Conformance to external pressure and the need for legitimacy explain nonprofit

organizations’ adoption of performance measurement and evaluation (Carman, 2010).
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Incompatible stakeholder expectations increase the complexity of internal decision
making and organizational performance (Judge, 1994; Whetten, 1978).

Nonprofit organizations’ survival is dependent upon resource acquisition and
maintenance ability (Pfeffer & Salancik, 1978). Scarcity and uncertainty in the
environment complicate organizational existence. To acquire and maintain the resources
necessary to function, leaders of successful organizations interact with individuals and
groups who control resources. A danger is the organization can lose its autonomy. How
reliant a nonprofit organization becomes depends upon the quantity, quality, and demand
for the resources provided (Froelich, 1999). The fewer resources or providers, the higher
the level of dependence the organization will experience. Organizational leaders must
manage dependencies and avoid controlling demands through cooptation, acquiring
countervailing power, and increasing resource providers (Froelich, 1999).

Dependence creates the need to demonstrate responsiveness and incentive to
devote more time and attention to some stakeholders than others, especially when
catering to an external governance agenda, which often consumes a disproportionate
amount of time and resources (LeRoux, 2009). Resource dependence theory “forms the
basis for a competing model of stakeholder management in which organizations can and
do strategically place some stakeholder interests over others because financial
performance (revenue growth) is contingent upon such a strategy” (LeRoux, 2009, p.
163). The source of external funding (corporate, government, or independent
foundations) will transmit and embed different values into funded nonprofit

organizational practices (LeRoux, 2009).
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Froelich (1999) explained how external pressure from individual, corporate, and
government donors affects nonprofit behavior when resource dependence is high or
diversification of funding is low. Individual donors are highly unpredictable and
unstable, creating a volatile dependence relationship. This relationship creates goal
displacement, as nonprofit organizations modify behavior to satisfy donors, in addition to
creaming, when nonprofit organizations shift programs to areas with greater donor
appeal. As such, when the external environment pressures the nonprofit to concentrate
on financial efficiency, the goal-directed behavior often shifts from mission completion
to that of maintaining overhead ratios. Corporate donors increasingly donate out of self-
interest, making decisions based upon marketing plans rather than benevolence. Self-
interested corporate donor practices are compounded by the funding behavior of private
foundations, as these donors are less likely to provide grants outside of their funding
agendas, further influencing goal displacement. Government funds favor larger,
uncontroversial recipients, many of whom receive more than half of their operating
budgets from this source. While volatility decreases, organizations are subject to
government-driven increases in professionalization, bureaucracy, and decreases in
administrative autonomy.

Such targeted giving creates goal displacement and higher levels of formalization,
which distracts attention from the mission and places it upon reporting activities
(Froelich, 1999). Procedures, rather than outcomes, become the dominant focus for
nonprofit attention and actions, creating a relationship that impinges upon mission
attainment and service delivery. Leaders of a nonprofit will ideally determine which

funding methods and resource providers best fit organizational goals and mission
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delivery. Each have advantages and disadvantages, and ultimately organizational leaders
must not be controlled by, but rather manage, resource dependencies (Froelich, 1999).

A successful organization diversifies resource providers to minimize dependence,
external control, and maintain autonomy (Froelich, 1999). At an optimal state, an open
system organization will change, grow, and adapt to the demands of the environment;
without continued input from and interaction with the environment, the organization will
deteriorate. These processes are inherent to open systems, yet the current nonprofit
ideology creates a tension between the nature of the organization and the constraints
placed upon it both internally and externally (Pallotta, 2008).

Social constructionist theory. An ontological perspective, social
constructionism entails a belief that human actions, beliefs, and knowledge are creators of
reality (Herman & Renz, 1997). Individuals creating reality may reach states of
consensus or disagreement about the meaning assigned to social phenomena.
Organizational effectiveness, performance outcomes, and social impact are social
constructions defined by individual interaction and knowledge. “The social
constructionist conception treats organizational effectiveness as stakeholder judgments
formed in an ongoing process of sensemaking and implicit negotiation” (Herman &
Renz, 1997, p. 188). Individual subjectivity influences the conceptualization of
organizational effectiveness, which is not stable or static as new interactions influence
how the individual understands and defines the construct.

Social constructionist theory posits that social processes derive from and sustain
an individual’s knowledge. Knowledge, understanding of the world, and the meaning

assigned to phenomena are social constructs. Three fundamental practices influence this
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process: externalization, objectification, and internalization. Externalization occurs when
individuals interact with the world, creating practices, processes, or artifacts from ideas
(Burr, 1995). The ideas, once introduced to the social world, are repeated and become
objects of consciousness, taking on elements of truth in their factual existence (Burr,
1995). These objects become natural, accepted parts of existence rather than connected
to social interaction (Burr, 1995). Future generations enter a world in which these ideas
exist and are internalized as a natural part of the world.

Lacan believed language was the tool that enables humans to connect with others,
noting language creates the subject and the subject cannot exist without language (Sarup,
1993, p. 10). Each day when individuals communicate, they embed metaphors, meaning,
and implications within their speech, intentionally or not. The language chosen by the
individual contains meaning and subjective understanding. “Attention to the mediating
role of language, interaction rituals, and categories will help explain how organizational
routines and rules develop, stick, and fall into disuse” (Greenwood, Oliver, Suddaby, &
Sahlin-Andersson, 2008, p. 278).

For centuries, humans have constructed theories and paradigms to gain an
understanding and explanation of how the world operates. Paradigms provide
explanation for phenomena, rules for practice or procedure, and standards for
understanding the world. Kuhn (1996) explained while paradigms are accepted, they are
not finite or infallible. In time, theories and paradigms that were standard explanation
and practice have been changed, altered, and replaced by newer versions or radical

changes as humans learn and evolve. Ideological revolutions often occur when one
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paradigm explanation no longer serves those who use it. There is a need to adapt as the
world continually changes.

Pallotta (2008) explained that the nonprofit sector is hindered by a dated,
restrictive, and counterproductive nonprofit ideology. The basis of the ideology is in the
Puritan ethic of deprivation and definition of charity, in response to the moral conflict
between the individual gains of capitalism and the religious impetus for self-sacrifice
(Pallotta, 2008). Charity allowed the wealthy to ease their conscience by elevating the
needs of the poor. Charity was once the work of individuals, but over time, organizations
were formed to carry out the work of the wealthy (Pallotta, 2008). The newly formed
nonprofit organizations were inherently dependent upon their environment. Wealthy
donors provided financial resources necessary to operate and the poor were the target for
the services provided.

As part of this ideology, nonprofit organizations are not meant to prosper, but
rather are forced to suffer and are ill equipped, as a deprived organization is morally
sound (Pallotta, 2008). “The word ‘profit’ comes from the Latin noun profectus for
‘progress’ and the verb proficere for ‘to advance.” Thus, the term ‘nonprofit’ means,
literally, nonprogress. It is a dangerous unconscious statement of intent, or lack of it”
(Pallotta, 2008, p. 3). From this foundation or guise of nonprogress, individuals in the
nonprofit sector attempt to transform society. The focus of this ideology is not on
organizational outcomes, but rather on the methods employed by the organization. There
is also the desire for immediate gratification or movement rather than a focus on long-
term results. The system created from this ideology prevents effective organizational

results and the eradication of the problems nonprofit organizations were established to
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solve. The ideology is also plagued with the belief that the nonprofit sector is not in
direct competition with the for-profit sector. Both compete for discretional dollars, yet
the leaders of nonprofit organizations are prevented from using the tools of capitalism to
serve their causes.

The widespread nonprofit ideology based effectiveness upon financial efficiency,
provided a simple basis of comparison for the nonprofit sector, and was the best at the
time. The old nonprofit ideology will no longer serve because of exponential growth in
the nonprofit sector, the increase of information available resulting from advances in
technology, and a growing demand for accountability. A new paradigm or method is
necessary for assessing and evaluating organizational performance and allowing
nonprofit organizations to succeed. Many ideas and methods have been proposed, yet
few have gained support or widespread adoption as the new paradigm for nonprofit
performance evaluation.

At the heart of the problem is the lack of an agreed upon definition of
effectiveness and method for performance measurement. Effectiveness is subject to how
the vast numbers of stakeholders define organizational effectiveness, as no one reigning
body exists to offer a concrete definition to measure against. Organizational
effectiveness is what stakeholders or multiple constituencies determine it to be (Herman
& Renz, 2004). How the stakeholder defines organizational effectiveness will affect the
rules, expectations, and demands placed upon the organization and embedded within
institutional and resource support. The subjective perception of organizational
effectiveness and performance measurement is at the center of creating a common

understanding of how best to evaluate and assist nonprofit organizations.
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L.D. Brown and Kalegaonkar (2002) explained the nonprofit sector is facing
strong internal and external challenges. External challenges include public legitimacy;
accountability; and relations with government, business, and internationally. Internal
challenges include amateurism, restricted focus, material scarcity, fragmentation, and
paternalism. Given these internal and external challenges, as resource dependencies and
increased competition for resources affect nonprofit organizations, nonprofit
organizations are increasingly subjected to socially constructed definitions of
organizational effectiveness, performance measurement, behavioral norms, and
expectations. To gain legitimacy, prove accountability, and maintain positive
relationships, leaders of nonprofit organizations must conform and institutionalize these
externally imposed standards whether they are in the best interest of the organization’s
mission achievement or not.

A change in expectations. An existence as open, resource-dependent systems
reliant upon interactions and support from outside agents creates operational difficulties
for nonprofit organizations. Nonprofit organizations must interact with their environment
to flourish, and without outside funding sources to provide revenue, very few would
survive. Social constructions of nonprofit performance, in addition to the priorities of
external funding and regulatory sources, create an environment where nonprofit
organizations are subject to external standards and expectations that often directly
contradict their ability to be effective. In the name of assistance, many nonprofit
organizations experience increased difficulty in mission attainment.

Nonprofit organizations cannot change into a closed system capable of providing

their own resources. Current resource dependencies create an unhealthy power dynamic,
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which leads to the institutionalization of harmful performance expectations and
evaluation tactics. The only dynamic parts of the nonprofit sector are the socially
constructed definitions of organizational excellence, performance, and performance
expectations. Changing each of these to constructions that help the nonprofit
organization improve performance and mission accomplishment will also change what
beliefs, norms, and values the organization institutionalizes. For nonprofit organizations
to improve at service delivery and solve the problems they were created to solve, change
must happen.

Current Performance Measurement and Evaluation

Performance is socially constructed and multidisciplinary, with each discipline
offering its own definition and adding its own bias to the model (Holton, 1999). Menash
et al. (2008) listed three main factors that dominate the definitions of organizational
performance: (a) organizational resource-acquisition ability, (b) organizational goal
attainment, and (c) organizational efficiency. “Performance management has been
embraced by public and private funders to improve the effectiveness and efficiency of
nonprofit programs” (S. R. Smith, 2010, p. 137), and as such it is an increasingly
expected practice of nonprofit organizations.

In a review of the literature for performance measurement, Holton (1999) found
that levels of performance measurement and performance indicators had different
definitions in subsequent models and that bias clouded the subsystems in models as well.
“It 1s difficult to practice performance improvement when there is no clarity about how to
integrate the various ideas about performance dimensions and their measurement”

(Holton, 1999, p. 28). Holton presented an integrated taxonomy of performance domains
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that could be applied across disciplines and clarified performance measurement research.
Four performance domains were presented: (a) mission, (b) processes, (c) critical
performance subsystems, and (d) individuals. Within each domain are performance
outcomes and performance drivers. Outcomes are units of effectiveness or efficiency
produced by the system, subsystem, process, or individual (Holton, 1999; Kaplan &
Norton, 1996). Performance drivers measure elements of performance that sustain or
grow the performance dimension and are the leading indicators for future success
(Holton, 1999; Kaplan & Norton, 1996).

Performance measurement and evaluation can be formative or summative.
Formative evaluation occurs throughout the program or process or over time, whereas
summative evaluation occurs at the end of the program, process, or period (Neuman,
2006). Formative evaluation is a structure for monitoring and generating continuous
feedback (Neuman, 2006). Summative evaluation solely examines final outcomes and
cannot help an organization improve throughout the process, but rather provides a
snapshot of the final status (Neuman, 2006).

Most performance measurement processes and metrics take a summative rather
than formative approach. Few evaluation efforts take a holistic view of performance
measurement, but rather examine a fraction of organizational performance, likely because
of the complexity associated with monitoring during the process in addition to the vast
differences in organizational demographics and missions. The following sections outline
current performance measurement and evaluation practices and delve into how each

practice embodies a narrow view of performance measurement.
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Accountability and efficiency (external evaluation). Accountability for public
organizations includes three measures: (a) finances; (b) fairness toward employees,
contractors, clients, and citizens; and (c) performance (Ospina, Diaz, & O’Sullivan,
2002). Traditional definitions of nonprofit accountability are typically less concrete,
have prescribed standards for information disclosure and minimum behavior compliance,
and offer nonprofit leaders no assistance in measuring organizational performance
(Ospina et al., 2002). These accountability standards have more often been used to hold
managers accountable for individual behaviors rather than organizational performance.

Accountability should be a relationship of processes and interactions that address
questions of responsibility, discretion, reporting, reviewing, and revising (Whitaker,
Altman-Sauer, & Henderson, 2004). “Procedures intended to provide accountability in
relationships between governments and nonprofit organizations often focus on ways to
catch and punish mistakes rather than on ways to improve service to the public”
(Whitaker et al., 2004, p. 115). Accountability has an inextricable link to trust and
transparency and implies enforcement, surveillance, responsibility, and exposure
(Molnar, 2008).

Nonprofit organizational dependence on volunteers and philanthropy affords them
special IRS tax-exempt 501(c)3 or 501(c)4 status. The organizations must file the IRS
Form 990 annually if gross receipts are in excess of $25,000 (Lampkin & Boris, 2002).
Form 990 is the only comprehensive source of annual nonprofit organization financial
information and includes revenue, expenses, net and total assets, balance sheets, program
descriptions, board members, salaries of the top five employees, and lobbying

information (Lampkin & Boris, 2002). The form has widely become a federal report for
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charities from which external evaluators such as ratings agencies and charity watchdogs
derive the information for their analysis and reporting. GuideStar digitizes more than 400
IRS Form 990 variables offering a comprehensive research database for public and
private use (Easterly & Miesing, 2009). Although the form is the most widely used
because it permits comparative analysis and longitudinal studies, questions regarding data
accuracy, reliability, and gaps exist. Religious congregations and organizations with
gross annual receipts under $25,000 are not required to file the form, and further,
nonprofit organizations with less than $5,000 in gross annual receipts are exempt from
registering with the IRS.

Escalation in the number of nonprofit scandals and concerns over unethical
practices by nonprofit leaders has increased demand for accountability (Easterly &
Miesing, 2009; Holt, 2006). Accountability is a substantial source of legitimacy in the
eyes of the public for nonprofit organizations (Ospina et al., 2002). As part of the
Sarbanes-Oxley requirement of increased accountability and transparency in governance,
the IRS revised Form 990 (Holt, 2006). The new Form 990, released in 2007 and first
filed in 2009, was designed to enhance mission transparency, financial information,
operations, and resource use (Grant Thornton, 2008). The redesign was due to the
demand for increased disclosure by the IRS to determine tax compliance and to focus on
organizational governance, though not all new questions on the form are legally required
to determine and verify tax status (Grant Thornton, 2008). The new form is intended to
increase NPO accountability through a focus on policies, compensation, and joint
ventures. Although some changes have been made, a 2007 GAO report identified

nonprofit organizational internal governance in addition to administrative and reporting
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requirements as policy issues for further examination and action (U.S. Government
Accountability Office, 2007).

Financial efficiency is the most widely accepted and applied definition and
evaluation method employed for assessing nonprofit organizational effectiveness (Judge,
1994). The prevailing logic was that the nonprofit organizational obligation of public
service demands that effectiveness is determined by effective resource utilization and
service outputs (Provan & Stewart, 1982). Other methods have not been adopted widely
because of a complex nature or an inability to compare across the nonprofit sector.
“Financial analysts have argued that relative spending on programs or overhead reflects
‘accountability’ and that relative costs of fundraising reflect ‘efficiency’ (Urban Institute
Center on Nonprofits and Philanthropy & Indiana University Center on Philanthropy,
2004b, p. 1). Without other reliable or comparable data, charity watchdogs and the media
use this analysis as a source of legitimacy (Urban Institute Center on Nonprofits and
Philanthropy & Indiana University Center on Philanthropy, 2004b).

Three metrics are used to measure organizational efficiency: (a) ratio of
administration expenses to total expenses, (b) ratio of fundraising expenses to total
expenses, and (c¢) ratio of program expenses to total expenses (Callen et al., 2003). Better
Business Bureau’s Wise Giving Alliance, American Institute of Philanthropy, and
Charity Navigator offer external evaluation processes that rank or rate organizations,
setting best practices and disclosure activities based on governance, financial
performance, information transparency, and other factors (Sloan, 2009). Charity
Navigator has developed profiles and ratings of nonprofit organizations solely on

financial information from Form 990s (Urban Institute Center on Nonprofits and
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Philanthropy & Indiana University Center on Philanthropy, 2004b). Charity Navigator
uses a composite score based upon organizational efficiency and capacity, and
organizations with the highest rating are expected to spend less than 15% on overhead.
In December 2009, the chief executive officer (CEO) announced forthcoming changes,
with the addition of accountability and eventually outcomes into the watchdog’s
evaluation practices (Berger, 2009). However, it is unknown how the change will affect
evaluation or how organizational leaders will measure these new factors. The Better
Business Bureau’s Wise Giving Alliance, as part of the organization’s accountability
standards, established spending threshold ratio limits (Urban Institute Center on
Nonprofits and Philanthropy & Indiana University Center on Philanthropy, 2004b). A
Wise Giving Alliance pass rating, earned by spending more than 65% on programs
(Better Business Bureau’s Wise Giving Alliance, 2010), has provided positive financial
returns for rated organizations (Sloan, 2009). The American Institute of Philanthropy
rates nonprofit organizations on a letter grade scale (A through F) based upon the
financial efficiency ratios and defines a satisfactory organization (or C rating) as one that
spends at least 60% of funds on program-related expenses, and a highly efficient
organization (A rating) as one that spends more than 75% of funds on program-related
expenses (American Institute of Philanthropy, 2010).

In the absence of specific outcome data or outcome measurement, efficiency
ratios have permitted comparative benchmarking, offering a strategy for program
improvement and increased accountability (S. R. Smith, 2010). Ratings systems are
normative frameworks, intended to influence nonprofit leaders and organizational

behavior (Sloan, 2009). The standards for acceptable overhead expenses have been
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widely adopted by the American public and nonprofit organizations alike. The problem,
however, is that the acceptable limits promoted by charity watchdogs are not statistically
proven and are arbitrarily set between 65 and 75% (Pallotta, 2008; Sloan, 2009; Urban
Institute Center on Nonprofits and Philanthropy & Indiana University Center on
Philanthropy, 2004a). “Minimizing overhead is a worthy goal, but it is counterproductive
when taken so far that it stifles critical investments in the organization” (Lowell et al.,
2001, p. 153). Charity watchdog weaknesses include an overreliance on poor quality data
for simple analysis and ratios, excessive emphasis on efficiency rather than program
effectiveness, and substandard qualitative analysis (Lowell, Trelstad, & Meehan, 2005).

Increases in efficiency do not equate to increases in organizational effectiveness,
and vice versa (G. S. Smith, 1988). Use of a single performance indicator or dimension
will lead to dysfunctional behavior to meet the expectation for the standard (G. S. Smith,
1988). Efficiency ratios favor older, larger, more established, and popular causes and
discriminate against the newly established and unpopular or unknown causes whose
ability to raise funds costs more (Urban Institute Center on Nonprofits and Philanthropy
& Indiana University Center on Philanthropy, 2004b). The ratios inherently provide an
incentive to NPOs that can minimize or hide overhead expenses and mask the true cost of
NPO operations with creative accounting practices.

Empirically, Ritchie and Kolodinsky (2003) found six distinct financial
performance measurement ratios from three performance-related categories: (a)
fundraising efficiency, (b) public support, and (c) fiscal performance. Data were derived
from Form 990s and factor analysis was applied. Ritchie and Kolodinsky proposed these

financial ratios as a less expensive, multidimensional approach to measuring nonprofit
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financial performance; however, financial management is the only dimension proposed
with multiple financial criteria. Many known data quality issues exist with the Form 990,
including data entry errors, incorrect organization types, inaccurate classifications,
quickly outmoded data, infrequently updated files, limited financial information,
incomplete staff and compensation data, and nonspecific data about complex
organizations (Lampkin & Boris, 2002).

There is a wide discrepancy in how to organize expenses into program services,
general management, and fundraising categories due to the discretion allowed by the IRS
(U.S. General Accounting Office, 2002). As an example, the leaders of nearly 13% of
nonprofit organizations reported no spending in management and general expense
categories, an indication that all funds were spent on programs or fundraising, and it is
understood that many organizations underreport their fundraising expenses, further
indicating the majority of expenses are program related (Urban Institute Center on
Nonprofits and Philanthropy & Indiana University Center on Philanthropy, 2004c). The
situation is also complicated by the fact that Form 990 analysis completely disregards
small nonprofit organizations that are exempt from filing, skewing the results and
reporting an incomplete understanding of the sector (Toepler, 2003). Much of what is
known or believed to be true about nonprofit organizations is derived from a fallible and
incomplete data source and is focused on a single, financial dimension of performance.

In addition to the poor quality, inaccurate, and incomplete data from IRS Form
990s, the social goals of the nonprofit sector necessitate that organizational effectiveness
have a broader definition than financial performance (Judge, 1994). Ebrahim (2005)

explained the current accountability and efficiency evaluation standards focus attention
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on external stakeholder demands, most typically those belonging to funders, rather than
on organizational mission and outcomes. The focus is therefore on short-term output and
efficiency rather than long-range goals and social change.

Typically, evaluation (a) occurs more often to appease funders; (b) is defined and
framed differently depending on the source, which creates an inconsistent definition of
organizational effectiveness; and (c) is rarely used to change behavior or inspire
organizational learning (Ebrahim, 2005). Nonprofit organizations need simple,
accessible evaluation methods, “particularly in a context where they are resource-
dependent on funders and where outcome measurement is thus likely to serve as yet
another system for grading performance rather than for improving it” (Ebrahim, 2005, p.
70). The greatest challenge is finding a balance between upward accountability to
donors, meeting the needs of employees, and making positive change in organizational
practices (Ebrahim, 2005, p. 73).

Multidimensional evaluation. Earlier waves of interest in organizational
effectiveness research led to the belief that organizational effectiveness constructs must
be multidimensional and have multicriteria. Although no single definition for
organizational effectiveness exists, “the majority of authors agree that organizational
effectiveness requires measuring multiple criteria and the evaluation of different
organizational functions using different characteristics, and it should also consider both
means (processes) and ends (outcomes)” (Shilbury & Moore, 2006, p. 9).

According to Lecy et al. (n.d.), a structured literature review of nonprofit
organizational effectiveness articles published between the late 1990s and 2010 showed

that most include three overlapping notions of organizational effectiveness based on (a)
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goals, (b) resources, and (c) reputation. In their findings, few articles advanced the
understanding of organizational effectiveness through empirical research and analysis;
most articles were conceptual or theoretical, offering new assumptions rather than testing
existing models. A majority of the articles failed to define organizational effectiveness
adequately or to offer analysis at multiple levels, despite acknowledging the need to do
so. Of the 64 articles sampled, only 12.5% were empirical, and the rest were theoretical,
case studies, or program evaluations; only 43% classified methodology, and the rest were
argumentative; and 67% did not define effectiveness, and those who did defined it quite
differently. Lecy et al. concluded “a lack of empirical research, shared definitions, and
sustained interdisciplinary efforts undermine progress in our collective understanding of
organizational effectiveness and create obstacles to effectively mobilizing these
literatures to answer current pressing questions about the future role of NPO/NGOs” (p.
3).

Research specifically examining nonprofit organizational effectiveness through
multiple yet not necessarily overlapping dimensions of effectiveness includes project
impact (Eisinger, 2002), financial efficiency (Mensah et al., 2008; Morgan, 2006; Ritchie
& Kolodinsky, 2003; Tinkleman & Donabedian, 2007), managerial effectiveness (Lewis,
2001), board effectiveness (Herman & Renz, 1999), and effective use of partnerships and
networks (Bacon, Kimble, & Taylor, 1989; Fredericksen & London, 2000).
Effectiveness is highly contextual, and the dominant approaches to nonprofit
organizational effectiveness are reputational and hybrid multidimensional approaches
(Lecy et al., n.d.). Lecy et al. (n.d.) presented four organizational effectiveness research

domains derived from the current literature to help researchers and practitioners create a
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composite of organizational effectiveness and eliminate the earlier fractioning of
research. The domains were (a) organizational management, (b) program design and
implementation, (c) responsiveness to the environment, and (d) networks and
partnerships.

Balanced scorecard. A multidimensional approach, Kaplan’s (2001) balanced
scorecard is a strategic planning tool for nonprofit leaders to integrate financial,
programmatic, operational, and mission-related objectives. Although useful to strategic
endeavors, the tool offers little in terms of outcome and impact measurement (S. R.
Smith, 2010). An adaptation of the balanced scorecard, and to meet the characteristics of
the nonprofit sector better, Moore (2003) introduced the public value paradigm, which is
a multidimensional strategic planning tool consisting of a three-part triangle, including
value, legitimacy and support, and operational capacity. As with the balanced scorecard,
more attention is focused on the means (planning) than on the ends (outcomes), and
defining value is problematic as it is dependent upon the collective public perception of
value, which varies widely among citizens (Alford & Hughes, 2008).

Multidimensional, integrated model for nonprofit organizational effectiveness
(MIMNOE). Sowa, Seldon, and Sandfort (2004) presented the multidimensional,
integrated model for nonprofit organizational effectiveness (MIMNOE). The MIMNOE
prescribes characteristics of a measurement model that should incorporate two
dimensions, management and program effectiveness, with two subcomponents, capacity
and outcomes. Sowa et al. proposed a model necessitates both objective and perceptual
models to capture organizational effectiveness dimensions, must allow for system

structure variations, incorporates an analytical method with multiple levels of analysis,
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and models interrelationships between the dimensions (Sowa et al., 2004). Although the
MIMNOE provides a statistical model that has been useful for program evaluations, “it
does not in itself make NPO effectiveness measurable and therefore does not offer much
help in addressing true organization-level NPO effectiveness” (Herman & Renz, 2008, p.
408). MIMNOE’s definition of organizational effectiveness emphasizes program
effectiveness heavily, which is not the same as organizational-level effectiveness.

Logic models. Bailin (2003) explained that effective organizations have strong
theories of change and have a developed, clear, communicable understanding of micro-
and macrolevels of “what they do, with whom, at what cost; why that activity leads to
measurable results; and how they define and recognize success when they see it” (p. 637).
Typically, once identified, theories of change can be used to develop logic models. Logic
models involve mapping the production process and focusing attention on better
performance through resource, infrastructure, and program implementation rather than on
specific, long-term outcomes (S. R. Smith, 2010). The Baldrige Award Criteria for
Performance Excellence for nonprofit organizations offers a concrete logic model for
performance measurement. However, the process is quite cumbersome and resource
intensive to employ, complete, and integrate into normal operations. The model is a
better fit to self-assessment, to identify key strengths and opportunities for process
improvement and strategic change, and is more effective when supported by a core value
of organizational learning (Ford & Evans, 2002). The Baldrige Award Criteria for
Performance Excellence scores can be used comparatively or for benchmarking purposes,

though the number of nonprofit organizations using the tool is unknown.
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Social return on investment. As part of an effort to make performance
measurement more nonprofit-centric, strategies such as social return on investment
(SROI) have been employed (S. R. Smith, 2010). With focus shifting from a charity
mentality to one that involves philanthropy as a social investment, the demand to
understand, communicate, and quantify the value creation of such giving led to the SROI
(Emerson et al., 2000). Many evaluation methods omit the social value a nonprofit
organization has within the community. The SROI “is designed to overcome this
problem through a more inclusive approach to thinking about costs and benefits that
consider the savings to society of nonprofit services” (S. R. Smith, 2010, p. 136). Value
1s created in economic, socioeconomic, and social continua. Social value is created when
the lives of community members or society is improved (Emerson et al., 2000).
However, most implementations of SROI maintain a programmatic level of impact
analysis, rather than a holistic view of organizational impact within a community. The
model is complicated in practice, and few nonprofit organizations have adopted the
practice.

Outcome measurement (internal evaluation). Performance measurement is a
process of measuring inputs, outputs, and outcomes and the term is often used
interchangeably with outcome measurement (Benjamin & Misra, 2006). As
predominantly practiced within the nonprofit sector, performance measurement should
shift in focus from processes (efficiency) and outputs (quantity served) toward specific
outcome measurement (Lowell et al., 2001). An outcome “describes a specific desirable
result or quality of an organization’s services” (Morley, Vinson, & Hatry, 2001, p. 5).

Outcome measurement includes identifying desired outcomes, developing data collection
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procedures and indicators, conducting data analysis, and reporting the findings (Morley et
al., 2001).

Within the sector, leaders of very few organizations practice outcome
measurement (Berger, 2009; Sawhill & Williamson, 2001). Nonprofit organizations are
accustomed to providing output information, such as the number of clients served, but
few track or understand how they help their clients. Program evaluation tools offer
systematic methods for assessing results, strategic planning, and decision making
(Kluger, n.d.) through maintaining the focus on the program rather than organizational
level and further institutionalizing the practice of program-level evaluation and funding.
The focus of most outcome measurement research and practice is on program output
rather than organizational outcomes (Bell-Rose, 2004).

Foundations and other funders are increasingly encouraged to create social value
through funding organizations that measure performance outcomes (Porter & Kramer,
1999) and in turn are making the same demands of fund recipients, which is explained by
resource and institutional theories. Those highly dependent upon external funding
sources will shift practices and begin outcome measurement to ensure continued funding
(Thomson, 2010), which is evidence of isomorphism.

Philanthropy by private foundations was historically a form of gift giving, and
performance measurement was not a priority; however, the shift in the definition of
philanthropy toward that of social investment has increased demand for social return,
impact, effectiveness, and sustainability (Leat, 2006). In many instances when
performance measurement is required, funders and recipient organizations rarely discuss

desired outcomes, benchmarks, or evaluation methods before the program is under way.
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Without the intentional development of a clear understanding between both parties of
performance expectations, how evaluation will occur, what defines strong or weak
performance, and how results will be used, performance measurement will remain an
elusive afterthought (Carson, 2000).

Empirical research. Originally used and studied in the public sector, a growing
body of empirical research is beginning to define and interpret performance measurement
among nonprofit organizations. The studies help to define the extent of performance
measurement use, current performance measurement practices, perceptions of
performance measurement, and the challenges faced by nonprofit organizations
implementing performance measurement (Thomson, 2010).

In a study of 101 nonprofit organizations in Franklin County, Ohio, 49% had
reliable mission measures and only 14% used performance measurement (Sheehan,
1996). A study of 31 national nonprofit organizations found the same dynamic, with the
majority focusing on output rather than mission-directed outcomes (Sawhill &
Williamson, 2001). The increased interest in outcome evaluation can be attributed to the
belief that outcome measurement will identify successful programs and, for grant makers
and other funders, which programs should receive continued support (Carson, 2000).
Even when nonprofit organizations have conducted outcome measurement and shown a
program to be successful, funding can be fleeting as funders shift funding priorities or
search for newer, more innovative programs rather than fund those with proven results
(Carson, 2000). Fine, Thayer, and Coghlan (2000) studied 178 nonprofit organizations
known for their evaluation practices and found 44% had conducted a program evaluation

that included outcome measurement within 3 years. The most common reasons nonprofit
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leaders conduct performance measurement include accreditation, financial audits,
personnel evaluation; record reviews for regulatory bodies; and report to external parties
(e.g., funders; Carman, 2007).

Program outcomes were evaluated by 62% of the 91 Dallas nonprofit
organizations surveyed (Hoefer, 2000). Poole, Nelson, Carnahan, Chepenik, and Tubiak
(2000) examined 191 performance measurement systems developed by 78 central Florida
nonprofit organizations receiving United Way funding. Poole et al. found that although
the majority had well-developed output measures in their performance measurement
plans, only 60% identified outcome measures and included formal evaluation plans, and
it is unknown how many of these plans were successfully implemented and used by the
nonprofit organizations. A study of 149 nonprofit organizations in South Carolina
indicated 65% used performance measurement in evaluation practices (Zimmermann &
Stevens, 2000).

In a survey of 178 New York nonprofit leaders and 31 interviews, Carman (2007,
2009) found that leaders of organizations receiving funding from federal sources and
United Way affiliates were more likely to conduct evaluation and performance
measurement than were leaders of organizations not receiving this funding. Of those
sampled, 65% conducted formal program assessments and 41% had performance
measurement systems, 17% designed program logic models, and 3% used balanced
scorecard management systems. Surveys revealed 83% of executives or management
staff were responsible for evaluations, and fewer than 5% used external evaluators. More
than 62% used internal operating funds to pay for evaluations, whereas 25% cited no

evaluation expenses and in these cases interviewees revealed the leaders conducted
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evaluation through financial measures and meeting budgetary projections. The
respondents indicated 94% measured outputs and 71% measured service quality, and
while most collected input and output data, few collected outcomes, customer
satisfaction, or comparative data. The results reiterated the normative affect that funder
expectations have on nonprofit practices and how measurement is predominantly defined
at a program level. A study of 189 Indiana nonprofit organizations found performance
measurement to be less common, with only 62% measuring program outcomes (Carman
& Fredericks, 2010). Location might affect the level of implementation and
sophistication of performance measurement practices. Morley et al. (2001) interviewed
36 nonprofit organizations and found that while 77% conducted measurement on some
level, 44% asked only about client satisfaction, 44% used outcome measurement to
improve services, and 28% used outcome measurement for fundraising purposes.

The majority of these studies did not assess the quality of the performance
measurement measures. The difference between nonprofit organizational intentions and
actual practice is unknown, and the use of output measurement was the predominant
finding (Thomson, 2010). Thomson (2010) found, of the 237 Detroit nonprofit
organizations receiving Community Development Block Grant funding in 2002, that 82%
had at least two outcomes and 39% had four or more. Of these organizations, 8%
expected to achieve long-term (end) outcomes, 38% expected short-term results, and 50%
expected intermediate outcomes, yet only 55% used methods that would enable them to
determine whether these outcomes were met. Forty-one percent did not have valid
assessment tools for their identified outcomes and only 26% measured and reported

outcomes regularly. The implication is that nonprofit leaders understand the importance
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of outcome measurement, are complying with the demand to identify outcomes, and
indicate their organization practiced outcome measurement, though few have the tools,
resources, or capacity to measure and report outcome information appropriately.

Limitations. Performance measurement focused solely on outcomes is flawed as
the emphasis is solely on short-term improvements and neglects future performance
because drivers are not identified or tracked (Holton, 1999). It is also a failure to assume
that outcomes will be manifested during the short term in which many funders expect
results. Many performance outcomes can take years to be delivered (Holton, 1999).
Another limitation of outcome measurement is that organizations or programs are not
necessarily the sole factor responsible for observed changes. Many other societal factors
can contribute to the outcomes measured by nonprofit organizations (Henderson, Chase,
& Woodson, 2002). Herman (1992) cautioned use of outcome indicators and
multidimensional outcome measurement as sole determinants of organizational
effectiveness because no agreed upon set of outcomes exists. Herman defined
organizational effectiveness as “a matter of effective at what, for whom, and according to
whom” (p. 415).

Outcome measurement requires clear, specific, and clarified goals and objectives;
measures linked to the established goals; valid and reliable data collection, and time
allotted for collection and analysis (Buckmaster, 1999). Outcome measurement has
many inherent challenges for nonprofit organizations, including (a) the increased
expense, (b) social outcomes are elusive, (c¢) and there is resistance within the NPO sector
due to the punitive connotations of performance measurement (Easterling, 2000).

Outcome measurement is limited by focusing solely on what has occurred and fails to
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consider opportunity costs or indirect or unintended effects (Leat, 2006). Unless
specifically designed into the system to counteract this, outcome measurement is
historically focused rather than future oriented. To be successful, performance
measurement must be linked to leadership and values, the strategic vision, stakeholders,
and organizational culture; in addition, the interaction between internal and external
relationships and factors must be monitored (Davenport & Gardiner, 2007). Outcome
measurement is only one facet of successful performance measurement.

Capacity building efforts. Restricted funding and small size lead to inadequate
infrastructure (Urban Institute Center on Nonprofits and Philanthropy & Indiana
University Center on Philanthropy, 2004a). “To deal with the inadequate funding for
administration, organizations resort to the strategies of low pay, make do, and do without
that diminish organizational effectiveness” (Urban Institute Center on Nonprofits and
Philanthropy & Indiana University Center on Philanthropy, 2004a, p. 3). These practices
continue to compromise the organization’s capacity to achieve its mission, achieve long-
term benefit to society, and limit capacity for performance measurement. Increased
attention has been devoted to performance management, outcome measurement, and in
turn necessary capacity building to make such efforts possible.

Successful performance measurement requires short-term resource allocation at a
minimum and long-term investment and development to ensure integrated practice (Bell-
Rose, 2004). In response to the varied ability of nonprofit organizations to conduct and
report performance measurement findings, many community organizations, consultants,
and donor foundations have invested in nonprofit organizational capacity (Bell-Rose,

2004). Capacity building is the ability of a nonprofit organization to fulfill its mission
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effectively (De Vita & Fleming, 2001). The goal is to create self-sufficient organizations
and communities. Funding or expertise has been devoted to increasing capacity of
governance, infrastructure, self-assessment capabilities, technical and professional
assistance, strategic and financial management practices, and so forth. Few capacity-
building efforts and infrastructure supports have affected the content of performance
management, as the focus has remained largely on program outcomes rather than shifting
toward organizational performance measurement (S. R. Smith, 2010).

Mixed evaluation (insourcing). In response to the demand for performance
measurement, the internal strain it can have on an organization, and the efforts to build
nonprofit capacity, Miller, Kobayashi, and Noble (2006) proposed the mixed evaluation
method of insourcing. With limited financial and personnel resources, turnover,
insufficient training, and the need to focus on the mission, the leaders of many NPOs are
limited in their ability to measure performance outcomes effectively or find performance
measurement to be unsustainable. “Insourcing by our coin is a distinct mix of in-house
and outsourced evaluation permitting sustained outcome assessment at a relatively low
cost” (Miller, Kobayashi, & Noble, 2006, p. 86). Insourcing is a partnership between a
nonprofit organization’s program staff and professional evaluators, where program staff
members provide information and support while evaluators create the structure and
analysis necessary to provide insightful data. The benefit of such a method is that
organizational leaders can gain performance outcome data without sacrificing the mission
or need to build capacity and organizational knowledge to do so. When similar types of
organizations use this method, logic models and protocols can be developed for like-

organizations, thereby reducing the cost for the method.
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Unlike other methods, insourcing is a minimalist approach that does not require
organizational staff to acquire evaluation skills (Alaimo, 2008). As such, insourcing is a
compromise so evaluation can occur less expensively than building organizational
capacity for self-evaluation and creates evaluation sustainability (Alaimo, 2008). A
weakness of insourcing is the potential for funders to minimize or revoke funding for
evaluation measures. The method is better suited for smaller to mid-size organizations.

High-impact and social value measurement. Organizational effectiveness has
become increasingly important as a means for demonstrating social impact (Sowa et al.,
2004). “Social value can be defined as the total social impact a charitable organization
has on all its stakeholders and thus needs to have a broader scope than might traditionally
be considered in performance evaluation” (Polonsky & Grau, 2008, p. 130). The start to
defining high levels of impact is developing a link between organizational results and the
inherent goals in an organization’s mission statement (Kelly & Lewis, 2009).

Using an inductive case-based methodology, Crutchfield and Grant (2008) sought
to define the practices of high impact organizations and identified American nonprofit
organizations formed between 1965 and 1994 that had served a broad public interest and
achieved substantial and sustainable results at a national or international level in their
short tenure. The four-part study identified 12 high-impact organizations and the six
common practices employed within the organizations. The high-impact framework
includes government advocacy, private sector collaboration, engaging and inspiring
volunteers and donors, adaptation, building nonprofit networks and alliances, and shared

leadership and empowerment.
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Although the high-impact organizations achieved notable results, many did not
have strong management systems, and despite developing strong brand awareness, many
did not focus on marketing practices (Crutchfield & Grant, 2008). A compelling mission
statement guided each organization, and each focused on impact and making a difference
rather than inputs and outputs. Many scored low on financial efficiency standards. The
high-impact framework provides a prescriptive set of practices, and while these practices
served the 12 high-impact organizations, there is no guarantee that the same practices
would lead other organizations in different contexts to the same level of results.

Current performance measurement and evaluation practices span a wide range of
techniques. Performance and performance expectations are socially constructed
concepts. There are many models, systems, and even subsystems that examine different
dimensions and subsections of performance. Each of these methods has inherent
strengths, yet they all fail to take a holistic view of nonprofit organizational performance,
and few could address performance across organizational demographics and missions.

Lack of consensus and disconnected momentum. Many concepts exist for how
to define and measure performance and effectiveness. The issue about whom nonprofit
organizations should be accountable to, for what reasons, and how they should be
measured appears in many conceptual frameworks, with few in agreement (Benjamin,
2008). The centrality of organizational effectiveness is generally agreed upon; however,
there is little agreement on the definition, measurement, and constitution of effectiveness
(Lecy et al., n.d.). Each new construction of nonprofit organizational performance affects

how to provide resources and how to contrive expectations, which leaves the nonprofit
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sector and its leaders in a continual tug-of-war between whose definition and method to
implement and follow.

Many ideas exist for how to evaluate, but relatively few if any large-scale
empirical studies include an examination of the evaluation practices of nonprofit
organizations, and most studies are narrow in focus or are case studies examining the
practices at a few organizations (Carman, 2009). More theoretical and conceptual
frameworks have been presented than empirically tested. With the rich field of opinions
and methods, it is not surprising that the empirical findings demonstrate the difficulty
nonprofit organizations have in designing and implementing effective performance
measurement systems, for what purpose, and collecting what information.

What Is the Purpose of Performance Evaluation?

Ebrahim (2009) identified three streams of normative logic in nonprofit
accountability: standard normative logic, performance-based logic, and mission-based
logic. In the standard normative logic, accountability exists to increase oversight through
regulation, disclosure, monitoring, and enforcement. The focus is on organizational
governance and is characterized as coercive or punitive. In performance-based reporting,
the logic assumes organizations should be accountable for delivering results through
performance measurement. The focus is on analysis and progress toward goal
achievement, is characterized as professional or technocratic, and is often self-regulatory
though reported. The emergent mission-based accountability involves examining
progress toward mission achievement. The focus is on systematic reflection and is
characterized as strategic and adaptive. The three accountability logics are not mutually

exclusive, and no formal hierarchy exists between the logics. “Framings of
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accountability problems and their solutions tend to be driven by normative agendas rather
than empirical realities” (Ebrahim, 2009, p. 891). Typically, accountability is framed in
principal—agent terms and rarely includes joint problem solving. In its current
conception, the purpose, content, and method of performance measurement is highly
subjective and elusive.
Creating Effective Performance and Performance Measurement

Although it is generally understood that performance information should be
included in nonprofit management and assessment, limited adoption and use have
occurred. This is a result of a shift from outputs to outcomes in performance
measurement, performance measurement requiring fundamental management changes,
resource demands, and many years and consistent effort to ensure change (Mayne, 2007).
Challenges can be behavioral (political/cultural) or technical (measurement and
reporting; Mayne, 2007; Thomson, 2010). For the shift to be successful, many
transformational and change management leadership practices are advised. The practices
include setting the climate and expectations, data selection, accountability, and avoiding
distorting behavior (Mayne, 2007). To address technical challenges, measurement
attribution systems must be developed, data must be linked between financial and
performance information, and data quality and reporting credibility must be improved
(Mayne, 2007).

Internal characteristics. Performance measurement, and the identification of
outcomes, allows nonprofit leaders to understand how the organization is fairing, both
good and bad, and allows for identifying what is working and what needs improvement

(Morley et al., 2001). Sawhill and Williamson (2001) offered four lessons for effective
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performance measurement: (a) measureable goals are required for mission impact
measurement, (b) measures must be simple and easily communicated, (c) measures have
inherent marketing value and stakeholders appreciate organizations that hold themselves
accountable, and (d) measures should be used to manage the organization not just for
assessment purposes. Performance measurement must be an integrated system for it to be
useful, repeated, and of continued value for an organization.

Systems thinking. The process of integrating performance measurement into
management practices and decision making requires a change in culture and
organizational learning (Mayne, 2007). An organization must have systems thinking to
identify how interrelated practices and beliefs enable or prevent performance
improvement and to create structures for employee empowerment, team learning, and a
shared vision (Senge, 1990). An essential part of the process is the feedback loop.
“Organizational feedback is defined as the amount of information related to
organizational functioning received by an organization from an extra organizational
unit(s)” (Morrow, 1982, p. 438). How the organization promotes, facilitates, and
incorporates feedback is of critical importance to organizational learning and
performance improvements.

Feedback mechanisms. Effective performance measurement also incorporates
single-, double-, and triple-loop learning. Single-loop learning occurs when a single
feedback loop informs employees when there is a difference between expected and
obtained outcomes (Argyris, 1976; Spitzer, 2007). The reflective practice focuses on
how specific actions affect consequences. Double-loop learning occurs when employees

question the content, beliefs, assumptions, and values that affect performance (Argyris,
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1976; Spitzer, 2007). In double-loop learning, the practice becomes reflexive and
focuses on how assumptions affect actions, in turn affecting consequences.
Organizations and employees become critically reflexive as a function of triple-loop
learning. In practice, employees question context and how reality, knowledge, and
understanding are socially constructed (Cunliffe, 2004). The practice allows for
identifying organizational realities, contradictions, doubts, and dilemmas and can further
inform the performance measurement development, implementation, and integration
processes.

Adaptive capacity. Organizations with strong adaptive capacity function as
learning organizations and use assessment as a means to increase organizational learning
and enhance performance (Letts, Ryan, & Grossman, 1999; Strichman, Bickel, &
Marshood, 2008; Sussman, 2003). Characteristics of adaptive capacity include shared
vision, inquisitiveness and openness, evaluative thinking, systems thinking, social capital,
external focus, and network connectedness (Strichman et al., 2008). Evaluation and
assessment are participatory processes, and in these organizations, staff members are
empowered and ample opportunities for learning and development are present (Strichman
et al., 2008). Continuous learning, or the increased understanding and improvement
achieved from performance measurement and assessment, allows for increased
organizational effectiveness (Bailey, 2005).

Appreciative inquiry. A practice organizational leaders can use to engage
employees to renew, change, or enhance performance is appreciative inquiry
(Cooperrider & Whitney, 2005). Appreciative inquiry enables participants to focus on

the connections, practices, and beliefs that enable success through focused questions,
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collaboration, and systems thinking. Where evaluation can take negative connotations,
appreciative inquiry focuses on creating positive organizational change.

External characteristics. Effective performance measurement, from an external
perspective, is likely to be defined differently dependent upon the responding party.
Simply stated, there are likely to be common if not generic characteristics of an effective
performance measurement system. First, performance measurement would present
information desired by upstream customers: donors, regulators, media, interest groups,
and government parties (Moore, 2000). Second, data would be fact-based, relevant,
readily available, and comparative in some fashion (O’Flanagan et al., 2008). Data
would also be outcome focused, including both quantitative and qualitative information
(O’Flanagan et al., 2008). Except in cases of legal or ethical wrongdoing, performance
measurement should not be used for punitive purposes, but rather as a tool to increase
dialogue between NPO leaders and upstream customers to provide the support necessary
to improve performance and social impact.

The leader’s importance to performance measurement. One of the most
underappreciated leadership roles is measurement leadership (Spitzer, 2007). If nonprofit
leaders fail to make performance measurement a specific and intentional practice,
“measurement in organizations will continue to become even more dis-integrated, sub-
optimizing, and non-transformational. At the root of the problem are two
misconceptions: 1) that measurement is primarily a technical activity, and 2) that no one
individual has overall responsibility” (Spitzer, 2007, p. 121). Nonprofit leaders must take
an active role in creating a culture of performance measurement and performance

improvements if they are to advance the mission of the organizations they lead.
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Performance measurement is one of the most critical practices of an organization to
determine and expose value creation and destruction, and as such, organizational leaders
must make measurement leadership a fundamental part of their jobs (Spitzer, 2007).
Perceptions of Organizational Effectiveness and Performance Measurement

Cultural challenges within the nonprofit sector exist, as performance measurement
practices adopted from the for-profit sector are typically seen as suspect. Nonprofit
leaders “face the serious problem of how to balance tools from other sectors that may
allow them to improve organizational performance within an organizational culture that
is strongly suspicious of both private and public sector techniques and motivations”
(Lindenberg, 2001, p. 248). Relevant stakeholders often perceive evaluation as
unpleasant, threatening, and a forced requirement of outsiders (Donaldson, 2001, p. 356).
Concerns include the expense of evaluation, the credibility of evaluators, and the negative
consequences resulting from evaluation (Donaldson, 2001). The internal and external
emphasis on the nonprofit sector “doing ‘good work’ creates an environment where the
struggles, failures, or mistakes seem less likely to be a part of the conversation”
(Benjamin & Misra, 2006, p. 156). An inability to discuss failures and areas for
improvement prevent organizational learning and maintain cultural resistance toward
performance measurement.

Cultural resistance toward performance measurement is complicated by the
varying performance measurement definitions and practices imposed upon nonprofit
leaders that are ill fitting or ill conceived. Forbes (1998) commented, “The inherent
subjectivity of effectiveness assessment has probably always been more apparent to

people who work with NPOs on a daily basis” (p. 197). The negotiable and malleable
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construction of organizational effectiveness creates incoherent direction for nonprofit
leaders, threatens plans and strategy, and threatens service stability (Forbes, 1998). Most
performance measurement is externally driven and as a result often fails to include
nonprofit leaders in the development of standards, lacks critical buy-in, reports
information that is not representative of actual results or practices, and rarely assists
nonprofit leaders in making performance improvements.

Current related research. Studies on nonprofit leader perceptions of
performance measurement are rare. Most involved collecting perceptions while studying
performance measurement practices or focusing on a topic related to performance
measurement. Such studies include those that examine performance in relation to the
individual leader’s characteristics (Ritchie, Anthony, & Rubens, 2004), nonprofit leader
perceptions regarding funding (Huang, Buchanan, & Buteau, 2006), perceptions of
program evaluation capacity (Alaimo, 2008), or captured leader perceptions while
studying evaluation practices (Carman, 2007; Sawhill & Williamson, 2001).

Performance in relation to leader characteristics. To determine the extent that
individual leader differences create the variance in executive perceptions of performance
measurement, Ritchie et al. (2004) found collectivism, preference for analysis, and locus
of control explained the variance in performance measurement perceptions held by 144
foundation chief executives. The results indicated the stance an organization takes on
performance measurement relates to the personality and preference of its leader. It is
unknown whether this finding is replicated in nonprofit organizations or how this
influences the purpose, content, or process elements of nonproft performance

measurement.
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NPO leader perceptions of funding. In a study for the Center of Effective
Philanthropy, Huang et al. (2006) examined foundation and grantee perspectives
regarding foundation support and the impact of program versus operational support. The
study included nearly 15,000 grantee-completed surveys rating 163 large foundations,
surveys from the CEOs of the 163 foundations, and interviews with 26 leaders from
grantee organizations. The results showed most grants are program restricted, small, and
short term, which is counterintuitive to most foundation CEOs believing that operating
support is more likely to have a positive effect for grantees. Fewer than 16% of
foundation CEOs favored operating support, and of the 49% who preferred programmatic
support, 30% cited the ease in measuring outcomes as the reason for their preferred
support. Grantees preferred operating grants when amounts were larger and had longer
terms than typically awarded, yet the median operating grant was $50,000 with a 1-year
term. Foundation CEOs found operating grants more difficult to assess and cited reasons
for heavy program support including board pressure, fit with the foundation’s mission,
unfamiliarity with the grantee, and concerns over creating grantee dependency. “There is
agreement among CEOs on at least one thing: operating support is viewed as being most
effective—and more effective than program support—in creating impact and on
encouraging sustainability of grantee organizations” (Huang et al., 2006, p. 10).

Huang et al. (2006) revealed that tension exists between what is best for the
foundation and what is best for the grantee. Resolution more often sides in favor of
program support, as it better meets foundation needs than the needs of the community.
According to the foundation CEOs, this preference for program support occurred mostly

because NPOs could not quantify or assess organizational performance. Acting in the
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name of assistance, outside funders often make operations more difficult for nonprofit
leaders, failing to provide the assistance that is most beneficial in favor of their own
needs.

Perceptions of program evaluation capacity. Alaimo (2008) conducted 126
interviews with nonprofit leaders, board chairs, program staff, funders, and evaluators
from Atlanta and Indianapolis to ascertain their perspectives regarding the program
evaluation capacity of 42 participating health and safety nonprofit organizations.
Participants were grouped into three types. Type I organizations (31%) used
comprehensive evaluation methods including program-driven and outcome-focused
methods conducted by dedicated staff or external evaluators and demonstrated a long-
term commitment to evaluation practices and process improvement. Type II (67%)
organizations employed a single evaluation method to comply with customer satisfaction
and external requirements, conducted ad hoc by nondedicated employees, and focused on
process outputs with sporadic commitment to evaluation practices and process
improvements. Type III (2%) organizations exhibited no effort to evaluate programs.

Alaimo (2008) discovered that Type I organizations had a median age that was 40
years older and median revenues 12 times higher than Type II and Type III organizations.
The older the organization and the higher level of resources, the more likely that the
program evaluation was institutionalized, outcome driven, and improved to deliver
pertinent data. Nonprofit leaders at Type I organizations achieved higher levels of
education (69% graduate, 31% undergraduate) than their Type 11 (46% and 46%,
respectively) and Type III counterparts (100% diploma), and 100% received evaluation

instruction versus 68% of Type II and 0% of Type III. Education levels appear to play a
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pivotal role in the development and integration of performance measurement practices at
these organizations.

According to Alaimo (2008), “Of the 48% of the EDs who chose program
effectiveness as a top three priority, 33% ranked it as their first priority, 54% as their
second priority and 13% as their third priority” (p. 210) and Type I organizations listed
program effectiveness within their top two priorities. Evaluation was funded from
operating funds at 88% of the organizations (Alaimo, 2008). Conversely, 30% of board
members listed financial stability as their top priority, 15% listed mission achievement,
and 38% of board chairs ensured program evaluation was included in strategic plans
(Alaimo, 2008). External evaluators overwhelmingly revealed the primary challenge in
successful program evaluation was organizational culture.

Although 100% of funders in Alaimo’s (2008) study requested information about
program activities (outputs) and 93% required financial information (efficiency), only
67% required program evaluation information (outcomes). Of the 67% requiring
program evaluation, 100% requested outcome data, 38% regularly provided financial
support for program evaluation, and 20% believed their counterparts funded program
evaluation (Alaimo, 2008). Funders who request outcome data do not want to fund such
evaluation practices, and few believe that other funders do either. With funders limiting
operating funding, the number of organizations conducting performance measurement
and the quality of those with performance measurement systems is not surprising.
Without adequate funding, nonprofit leaders will continue to be constrained by poorly
designed and implemented performance measurement systems generating suspect, low-

quality data.
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Leader perceptions captured while studying evaluation practices. Sawhill and
Williamson (2001) proposed impact, activity, and capacity for performance
measurement, which aligns with organizational mission, vision, goals, strategies, and
programs. Interviews with 30 CEOs from national and well-known nonprofit
organizations showed the repeated response of difficulty in effectively measuring mission
success (Sawhill & Williamson, 2001). Most of the organizations had the nation’s largest
operating budgets and available resources yet still have difficulty developing effective
performance measurement systems. As this is a problem for organizations with the
highest levels of resources, it provides insight into why this problem is rampant for the
majority of the sector that is often more resource dependent. Coupled with the wide
range of expectations from various stakeholders, it is not surprising that many
organizational leaders do not know how or what to measure. The leaders of most of these
mature organizations had methods for measuring the activity and capacity, as these areas
were more likely to include measurable goals. The more abstract the mission, the more
difficult it is to measure (Sawhill & Williamson, 2001) and the less likely the
organizational leaders understand whether it is making an impact.

In 31 interviews and surveys of 300 New York nonprofit organizations, Carman
(2007, 2009) uncovered that while 74% developed performance targets, how these were
developed varied widely, with some interviewees admitting their targets were “‘fiction’

299

or ‘made up’” (Carman, 2007, p. 66). Others revealed outcomes was the new, more
fashionable word for goals, and many were struggling with what they called the

“outcome movement” (Carman, 2007, p. 66). Carman (2007) observed common themes

in the difficulty to measure outcomes, external pressure to measure, and unless
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performance measurement was institutionalized or without technical assistance, the
practice was illusive and cumbersome. Nearly every organizational leader viewed quality
control and accountability as the purpose for performance measurement. Carman (2007)
revealed that nonprofit leaders provide evaluation data to suit the requests of external
parties. To improve nonprofit organizational evaluation practices, Carman (2007, 2009)
suggested that external parties change what is expected and requested, lend technical
assistance, and develop evaluation capacity.

Performance measurement characteristics. In a rare case study about
performance measurement purpose, content, and process, Moxham (2009) uncovered
perceptions of performance measurement from managers of six United Kingdom-based
nonprofit organizations and their associated funders and regulators. The leaders
identified the purpose of performance measurement was for external accountability, to
facilitate financial reporting, to demonstrate achievements, for operational control, and a
few revealed to facilitate continuous improvement. The leaders noted government
policy, funders, regulators, and the nonprofit organizations developed performance
measurement criteria out of frustration for external measures not fitting the organizational
efforts. The nonprofit leaders noted that performance measurement occurred through
self-assessment, auditors, and informally. When asked to define outcomes, few could do
so even after reading a brief description of outcome measurement. The existence of the
range of performance measurement perceptions is not surprising because both internal
and external parties were included in the study. Although Moxham uncovered
performance measurement perceptions, the study was limited in size, location, and

applicability to the nonprofit sector.
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Performance measurement practices. Hetrick (2004) studied 230 member
nonprofit organizations from seven medium-sized United Way of America regions to
identify performance measurement practices, in addition to nonprofit leaders’ perceptions
of how their organizations fared at performance measurement. Despite 90% of the
nonprofit leaders possessing an undergraduate degree, only 33% considered themselves
highly knowledgeable about outcome measurement and performance measurement. Of
the respondents, 45% indicated the organization received government funding for
programs, though nearly 32% viewed United Way of America as a primary source for
assistance with outcome measurement and performance measurement, which outranked a
national or parent organization for this responsibility. The most common source of
outcome measurement training was offsite workshops (82%); however, only 23% found
the training to be very helpful, 44% thought the training was somewhat helpful, and 10%
found the training to be not much help. The assistance ranked highest in helpfulness was
funds for training (40%).

Further, in terms of annual performance measurement practices, Hetrick (2004)
found 45% reviewed their mission statements, 76% reviewed goals and objectives, 89%
evaluated program outputs, and 84% evaluated program outcomes. Despite only 33%
considering themselves highly knowledgeable about outcome measurement and
performance measurement, the leaders of a surprising and overwhelming majority of
organizations were confident in their outcome measurement practices. Although 84%
noted they evaluated program outcomes, when asked about capturing long-term outcome
data, only 15% thought they did this very well, 36% responded somewhat well, 34%

selected not too well or not well at all, and 14.5% did not measure this factor at all. The
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leaders were also asked why employees do not conduct performance measurement, and
449 stated that employees were not expected to measure outcomes, 26% cited lack of
time as a reason, and 27% listed lack of training.

In terms of data analysis, Hetrick (2004) found 89% of the nonprofit leaders said
results were compared to the previous year, 82% compared results to established targets,
47% evaluated results against accepted standards for the field, and 18% compared their
results to high-performance nonprofit organizations. When a program does not meet
performance goals, 42% suggested increasing human resources assigned to the program,
23% phase the program out, 16% increase funding, 16% take no action, and 15%
decrease funding. The quality of performance measurement data is suspect when 58%
throw more resources into a flawed program, 23% eliminate the flawed program, and
16% do nothing. Despite the overwhelming majority reporting outcome measurement
practices at their organization, nearly half later thought their organization was inadequate
at collecting outcome data or did not collect the data after all.

An argument for leader perceptions of performance measurement. A sparse
number of studies examining nonprofit leader perceptions of performance measurement
factors exist. This study involved identifying the purpose, content, and process factors
that nonprofit leaders believe to be the most important for performance measurement,
which is different from current studies that examine how performance measurement
happened, not how it should be conducted. An empirical understanding of how nonprofit
leaders perceive performance measurement will help to identify whether commonalities
in perception of performance measurement exist, how nonprofit leaders think

performance measurement should be conducted, for what purposes, and for which
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reasons. Challenges and roadblocks to successful implementation and integration of
performance measurement could be reduced and widespread adoption could be facilitated
after developing a common understanding of the performance measurement purpose,
content, and process.

Individuals have deep-rooted mental models composed of internal images of how
the world works (Senge, 1990; Starkey et al., 2004). These mental models can have a
powerful influence on individual action because of their effect on how an individual
perceives the world. Understanding nonprofit leader perceptions of performance
measurement might help to uncover challenges in achieving a wide-scale replacement for
financial efficiency in the evaluation of nonprofit organizations. Individual perception
affects individual learning and decision-making processes, which is the foundation of
organizational action and learning (Starkey et al., 2004). Understanding nonprofit leader
perceptions might help to uncover how nonprofit organizations are positioned for
organizational learning and making performance improvements.
Review of Methodologies

Most nonprofit organizational performance measurement research has been
theoretical in nature. Empirical nonprofit organizational performance measurement
research includes qualitative case studies and interviews, quantitative longitudinal studies
and surveys, and mixed-method designs incorporating quantitative surveys with
qualitative case studies or interviews. The selection of research design includes a set of
decisions made by the researcher about the topic under study, among which are

population, research method employed and for what purpose (Babbie, 2008), and
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providing the plan for data collection, measurement, and analysis (Cooper & Schindler,
2008).

In nonexperimental research, research designs can be causal, descriptive, and
exploratory (Salkind, 2008). Descriptive methods involve determining the specific
characteristics of a phenomenon existing within a population, providing a broad depiction
of the research topic (Salkind, 2008). Causal or explanatory designs involve an attempt
to explain why a phenomenon occurs and what the causes or reasons are for the
occurrence of the topic of study (Neuman, 2006). Exploratory designs involve an attempt
to address new topics or those with little previous research to “formulate more precise
questions that future research can answer” (Neuman, 2006, p. 29).

An exploratory design is appropriate for this study as the goal of the research is to
identify nonprofit leader perceptions regarding performance measurement, rather than to
explain or establish causal relationships. A researcher can use many methodologies to
study nonprofit leader perceptions of performance measurement; however, the research
problem and research questions should indicate the method chosen (Creswell, 2005).
Exploratory studies can include quantitative, qualitative, or mixed methodologies.

Survey questionnaires, interviews, focus groups, and document analysis have been
employed to study and articulate nonprofit performance measurement practices and
techniques. The following review includes possible methods that were considered for the
study.

Quantitative research methods. Quantitative research methods involve an
attempt to measure observable facts, focus on variables, emphasize reliability, function

independent of context, observe many cases or subjects, utilize statistical analysis, and
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attempt to remove the researcher from the process (Neuman, 2006). Researchers of
quantitative studies collect data in the form of numbers through experiments, surveys,
content analysis, and existing statistics (Neuman, 2006). The most common quantitative
research designs are experimental, correlational, and survey research. Correlational
research methods identify how two or more variables are related, what they have in
common, and how to predict specific outcomes with this information (Salkind, 2008).
Researchers of experimental studies seek to identify the outcomes experienced by
participants through specific interventions (Creswell, 2009). Survey research enables
researchers to produce statistics about a targeted population, describing the target
population’s characteristics because of the design enabling probability sampling,
standardized measurement, and customization (Fowler, 2009).

If this study were to be a quantitative study, a survey instrument would be most
appropriate for collecting and analyzing nonprofit leaders’ perceptions of performance
measurement. Although survey procedures allow for describing and generalizing the
characteristics of a large population, survey research rarely captures the context of social
life, is subject to artificiality due to participant self-reporting, and cannot be adapted or
changed throughout the study to address variable operating conditions of a phenomenon
(Rubin & Babbie, 2010). Additionally, “standardized questionnaire items often represent
the least common denominator in assessing people’s attitudes, orientations,
circumstances, and experiences” (Rubin & Babbie, 2010, p. 404); because questions are
designed to be at least minimally appropriate to all participants, often the questions can

miss what is most appropriate to many participants.
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Qualitative research methods. Whereas quantitative studies involve addressing
trends and following a large body of previous research, qualitative research is appropriate
when data are not readily available (Creswell, 2005). The most common qualitative
research designs include grounded theory, ethnographic, and narrative research designs.
Qualitative research methods involve an attempt to construct social reality and cultural
meaning and to focus on interactive processes and events, emphasize authenticity, are
constrained by the situational context, observe few cases or subjects, utilize thematic
analysis, and inherently involve the researcher in the process (Neuman, 2006).
Qualitative research helps to explain a central phenomenon, which might be a new
concept or idea that has not been the subject of much academic endeavor (Creswell,
2005). Qualitative research involves examining human behavior within the social,
political, and cultural contexts in which it occurs (Salkind, 2008) in the form of words or
pictures through field and historical-comparative research (Neuman, 2006).

In qualitative research, the researcher “relies on the views of participants; asks
broad, general questions; collects data consisting largely of words (or text) from
participants; describes and analyzes these words for themes; and conducts the inquiry in a
subjective, biased manner” (Creswell, 2005, p. 56). As such, there is a greater chance for
the researcher to embed bias and affect participant responses during research interactions,
largely because qualitative methods include interviews, focus groups, and other
interactional formats whereas quantitative research methods generally remove the
research from participants through the use of alternative research tools. Although

qualitative methods allow the researcher to ask new questions and uncover new themes,
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qualitative population samples are small, and results are not generalizable to the broader
population (Cooper & Schindler, 2008).

Mixed-method research. Mixed-method research affords a researcher the
strengths of both quantitative and qualitative forms, and in addition to collecting and
analyzing both types of data, the use of both approaches in tandem creates a stronger
study than quantitative or qualitative research alone (Cohen, Manion, Morrison, &
Morrison, 2007; Creswell, 2009). A much richer understanding of nonprofit leader
perceptions of performance measurement will be derived from a mixed-method,
exploratory research design as it allows for the integration of participant subjectivity with
statistical analysis of the results.

Tashakkori and Teddlie (2010) offered nine specific characteristics of mixed-
method research. Mixed-method research offers methodological eclecticism, integrating
the most appropriate techniques to investigate a phenomenon. Characterized by
paradigm pluralism, mixed-method research utilizes a variety of paradigms as the
foundation of inquiry. In mixed-method research, the diversity in the research allows for
divergent conclusions and inferences while emphasizing a continuum of thought rather
than dichotomies. Mixed-method research offers an iterative, cyclical research procedure
where the research question guides the methods employed, characterized by unique
design and analytical processes. Mixed-method research tends to offer balance and
compromise implicitly, and visual representations are a common way to present findings
(Tashakkori & Teddlie, 2010).

Common mixed-method research designs include triangulation, explanatory

research, and exploratory research. Where triangulation involves collecting quantitative
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and qualitative data simultaneously and then merging the data to understand the problem,
explanatory research involves collecting quantitative data first followed by qualitative to
help the researcher understand the picture presented in the numbers (Creswell, 2009).
Exploratory designs involve collecting qualitative data first to investigate the
phenomenon and then collecting quantitative data to help the researcher describe the
relationship found in the qualitative data (Creswell, 2009).

Q methodology. Q methodology incorporates the strengths of qualitative and
quantitative research methods, and through the systematic examination of subjectivity,
might reveal connections overlooked by other techniques (Akhtar-Danesh et al., 2008).
Theis study helped to uncover the subjective perceptions nonprofit leaders hold for the
purpose, content, and processes for performance measurement. Q methodology provides
for systematic analysis of human subjectivity (McKeown & Thomas, 2013) and helps to
uncover what individuals believe and think about the topic of study (Sickler et al., 2006).
Nonprofit leaders can help clarify the vast amount of information related to nonprofit
organizational performance measurement and identify the most important purpose,
content, and process factors to yield valuable data for external parties and internal
performance improvement alike. Subjectivity is fundamentally an individual’s point of
view, and in contrast to typical research that resonates from the external standpoint of the
researcher, Q methodology allows for exploring participants’ internal standpoint (S. R.
Brown, 1980).

Conclusion
As the nonprofit sector continues to grow in size and as competition for declining

resources becomes fiercer, external parties demand increased accountability and proven
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results from nonprofit organizations (Ebrahim, 2005). Without an established definition
of organizational effectiveness or a method for performance measurement, a widening
concern is that the media and charity watchdogs are encouraging “donors to make
decisions based on simplistic measures that can never substitute for real assessments of
whether a nonprofit group makes a difference” (Wing, 2009, p. 13).

The external demand for accountability and measurement is complicated by an
extensive body of literature defining a vast number of purposes, methods, and processes
for measuring performance and organizational effectiveness (Forbes, 1998; Herman &
Renz, 2008; Judge, 1994). Nonprofit leaders are increasingly subjected to socially
constructed definitions for measurement and behavior (Herman & Renz, 1997), and
because of their resource dependence, nonprofit organizations often conform and
institutionalize the current demands and needs of external parties rather than focus on
methods to best accomplish their missions (Froelich, 1999). Under the guise of
assistance, external parties often make social impact a more elusive effect to achieve.

As such, nonprofit leaders often state their organizations practice outcome
measurement and performance measurement, though few demonstrate systems that are
capable of performing such a task. Current practices often hinder organizational learning
or actual performance improvement (Lowell et al., 2001; Pallotta, 2008), which leads to
conclusions that many current performance measurement practices are not in the best
interest of nonprofit organizations but rather are a by-product of the needs of self-
interested external parties. Externally imposed performance measurement usually fails to
gain buy-in from nonprofit leaders and essentially reiterates the internal cultural

resistance to evaluation (Spitzer, 2007). Without understanding nonprofit leaders’
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perceptions of the purpose, content, or process elements that will best facilitate
performance measurement at their organizations, performance measurement practices
will likely continue to be ill conceived or ill fitted for measuring performance and
effectiveness at an organizational level.
Summary

The problem addressed in this study is the lack of a clear and consistent definition
of organizational effectiveness and the inability of most performance measurement
systems to measure nonprofit organizational performance effectively. Waves of interest
in organizational effectiveness and nonprofit organizational performance have led to a
variety of theoretical definitions but few empirically tested and proven models (Lecy et
al., n.d.). The current efficiency standards hinder effective nonprofit organizational
performance as the true costs of operations are often hidden or unrealized and
investments in infrastructure are avoided to avoid punitive results (Ebrahim, 2005;
Pallotta, 2008; Ritchie & Kolodinsky, 2003). As a result of their resource dependency,
nonprofit organizations conform to and institutionalize socially constructed and imposed
performance and measurement expectations that further complicate mission achievement
(Froelich, 1999). Each of the resulting definitions and methods to measure organizational
effectiveness and performance measurement are limited in that emphasis is often one
dimensional, and a holistic view of organizational effectiveness and performance
measurement has not yet been identified. The overwhelming question that remains about
performance measurement is who should hold nonprofit organizations accountable, for
what reasons, and how to measure performance measurement (Benjamin & Misra, 2006).

The purpose of the Q methodology study was to gain a better understanding from
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nonprofit leaders concerning their subjective perceptions of effective performance
measurement practices.

Chapter 3 contains a review of the research conducted in this Q methodology
study. The chapter will include a discussion of the design for the study, the
appropriateness of the design, the population and sampling method, and the rationale for
the data collection process. The chapter includes an examination of research design

validity, the informed consent process, instrumentation, and data analysis.
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Chapter 3
Method

The nonprofit sector is different from the public and private sectors in that
organizational goals are typically intangible and more difficult to assess. Internal and
external performance measurement methods have been proposed and tested, yet few, if
any, have been applicable across a broad range of organizational demographics and
characteristics. Ample dialogue exists for how to evaluate nonprofit organizations, yet
there is a lack of consensus on how to best measure so that performance evaluation is
relevant to external parties and assists nonprofit leaders with performance improvement.
Performance measurement as practiced by the nonprofit sector tends to have an external
focus, is retrospective, and rarely informs changes in practice (Emerson et al., 2000).

The purpose of this Q methodology study was to gain a better understanding of
the subjective perspectives of nonprofit leaders in the United States concerning effective
organizational performance measurement. Identification of the social perspectives held
by nonprofit leaders may be the starting point in creating a more widely accepted and
utilized performance measurement model that could supplement or replace financial
efficiency as the benchmark for nonprofit effectiveness. Understanding and identifying
the characteristics that each social perspective considers most important in nonprofit
performance measurement could facilitate the creation of a model that has broad
application across the diverse nonprofit sector.

Q methodology provides for systematic analysis of human subjectivity about a
topic of study (McKeown & Thomas, 2013). Q methodology was appropriate for the

study because it offers a way to quantify subjective perceptions and to identify patterns of
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beliefs among nonprofit leaders (S. R. Brown, 1980; Swetnam, 2010). “Q identifies the
views of groups who share a similar perspective on an idea or a topic by producing
several factors of opinions” (Choi, 2010, p. 129). The study involved three groups of
performance measurement elements: purpose (why organizations are evaluated), process
(how organizations are evaluated), and content (what is evaluated). A chain referral
sample of nonprofit leaders helped clarify the vast amount of information related to
nonprofit performance measurement; identify the most important purpose, content, and
process elements; and uncover the social perspectives that exist about this topic.

The research questions guiding the Q methodology study were as follows:

RQ1: What do nonprofit leaders believe to be the most important elements of
effective nonprofit organizational performance measurement?

RQ2: What are the characteristics, behaviors, or practices nonprofit leaders
believe are critical to developing an effective nonprofit organizational performance
measurement model?

Chapter 3 explores the plan and methodology for the current research, in addition
to discussing the appropriateness of the study design and research population. An
overview of Q methodology, the selected methodology for the study, is included. Also
reviewed are the processes for informed consent, confidentiality, data collection,
instrumentation, data reliability and validity, and data analysis.

Research Method

A researcher can use many methodologies to study nonprofit leader perceptions of

performance measurement; however, the research problem and research questions should

dictate the method employed (Creswell, 2005). Most nonprofit organizational

101



performance measurement research has been theoretical in nature. Empirical nonprofit
organizational performance measurement research has employed qualitative case studies
and interviews, quantitative longitudinal studies and surveys, and mixed-method designs
incorporating quantitative surveys with qualitative case studies or interviews. Although
quantitative survey procedures allow for describing and generalizing the characteristics of
a large population, survey research rarely captures the context of social life, is subject to
artificiality due to participant self-reporting, and cannot be adapted or changed
throughout the study to address variable operating conditions of a phenomenon (Rubin &
Babbie, 2010). Though qualitative methods allow the researcher to ask new questions
and uncover new themes, qualitative population samples are small and results are not
generalizable to the broader population (Cooper & Schindler, 2008).

The selection of research design includes a set of decisions made by the
researcher about the topic under study; the population in which to study the topic; the
research methods employed; the purpose of the study (Babbie, 2008); and the plan for the
data collection, measurement, and analysis (Cooper & Schindler, 2008). In
nonexperimental research, research designs can be classified as causal, descriptive, and
exploratory (Salkind, 2008). Exploratory was the appropriate approach for this study as
the goal of the research was to identify nonprofit leaders’ perceptions regarding
performance measurement, rather than to explain or establish causal relationships.
Exploratory studies can use quantitative, qualitative, or mixed methodologies, and the
review in Chapter 2 led to the conclusion that Q methodology was the most suitable

method for this study. Q methodology incorporates the strengths of qualitative and
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quantitative research methods, and through the systematic examination of subjectivity
may reveal connections overlooked by other techniques (Akhtar-Danesh et al., 2008).

Q methodological research affords the researcher the strengths of both
quantitative and qualitative forms, and as more than collecting and analyzing both types
of data, the use of both approaches in tandem creates a stronger study than quantitative or
qualitative research alone (Creswell, 2009). A much richer understanding of nonprofit
leader perceptions may be derived from an exploratory, Q method design that facilitates
the integration of participant subjectivity with factor analysis of the results.
Appropriateness of Design

This study helped uncover the subjective perceptions nonprofit leaders hold for
effective nonprofit performance measurement. Q methodology provides for a systematic
analysis of human subjectivity (McKeown & Thomas, 2013) and helps to uncover what
individuals believe and think about a topic (Sickler et al., 2006). Subjectivity is
fundamentally an individual’s point of view and opposed to typical research that
resonates from the external standpoint of the researcher, and Q methodology allows for
the exploration of participants’ internal standpoint (S. R. Brown, 1980). “Q methodology
is our window to learning about subjective reactions or responses to the issues
confronting professionals daily” (Montgomery, 2010, p. 1).

The intent of Q methodology is to uncover common social perspectives about the
topic of study. Q methodology researchers collect “a small number of distinctly different
individual perspectives and then employ nonparametric statistics to reveal the underlying
social perspectives” (Sickler et al., 2006, p. 356). Nonprofit leaders helped to clarify the

vast amount of information related to nonprofit organizational performance measurement,
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and through identifying the most salient purpose, content, and process elements, they
revealed common social perspectives of nonprofit organizational performance
measurement. “Q methodology differs from surveys in that it looks at the respondents as
the variables, while the statements to which they respond are equivalent to ‘subjects’
(virtually inverting the survey method, which sees each question as a variable)” (Sickler
et al., 2006, p. 356).

Q methodology, by design, is not suitable for all types of research. Q
methodology “has the rather obvious disadvantage that it is designed to study
subjectivities and thus is not suited to study matters of fact” (de Graaf & van Exel, 2008,
p. 70), which makes Q methodology the ideal methodology for exploring participants’
preferences, motives, tastes, feelings, and understanding of a topic, the underlying parts
of personality that influence behavior (van Exel & de Graaf, 2005). An individual’s
conception of the topic, how the topic is understood and perceived, is defined in the Q
sort (S. R. Brown, 1980). “As such, it is subjective and self-referent. It is operant in that
it is in no way dependent on constructed effects. There is no right or wrong way to do a
Q sort” (S. R. Brown, 1980, p. 6).

Researchers have employed survey questionnaires, interviews, case studies, and
longitudinal analysis to study and articulate nonprofit performance measurement
practices and techniques. Although survey procedures allow for the characteristics of a
large population to be described and generalized, survey research rarely captures the
context of social life, is subject to artificiality because of participant self-reporting, and
cannot be adapted or changed throughout the study to address variable operating

conditions of a phenomenon (Rubin & Babbie, 2010). Interviews and focus groups allow
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the researcher to ask new questions and uncover new themes; however, qualitative
population samples are small, and results are not generalizable to the broader population
(Cooper & Schindler, 2008).

Q methodology is an inductive yet systematic methodology that allows values and
preferences held by a population to be uncovered and analyzed using statistical methods
(Steelman & Maguire, 1999). Problems associated with questionnaires such as central
tendency and leniency are avoided through the required forced quasi-normal distribution
into which participants sort statements (Khosrowpour, 2002), which allows for
clarification of points of agreement and difference between participants (Valaitis et al.,
2007). In Q methodology, the effects of researcher bias typical in qualitative designs are
minimized because the subjective perceptions of participants are collected through the Q
sort process, which is conducted independent of the researcher. “Q avoids the
measurement problems encountered by researchers utilizing a priori meanings and
categorizations” (Hathcoat & Montgomery, 2010, p. 42) because factors are defined after
participants complete the Q sort.

During a Q sort, under a forced-choice condition of instruction, participants rank
order statements’ order of significance with respect to their point of view (S. R. Brown,
1980, pp. 5-6). While the sample of persons sorting is necessarily small, is nonrandom,
and may not be broadly applicable to individuals with different experiences (Akhtar-
Danesh et al., 2008), the goal of this Q methodology study was to identify different
patterns of thought rather than the numerical distribution within a larger population
(Akhtar-Danesh et al., 2009). Correlation, factor analysis, and factor scores were used to

analyze participants’ Q sorts (McKeown & Thomas, 2013) to identify common

105



performance measurement characteristics that nonprofit leaders believe are most
important to the evaluation of nonprofit performance. PQMethod 2.33 software
facilitated analysis of Q sort results, computing the Q sort data (Schmolck, 2002).
Because the software is more conducive to Q analysis than standard statistical software
platforms such as SPSS, PQMethod is the preferred and predominantly used data analysis
software in Q studies (Webler et al., 2009).

As explained by S. R. Brown (1980), Q methodology’s operant subjectivity
differs from operational definitions of scaling and questionnaire methodologies for three
main reasons. First, “a subjective operant, unlike a scale response, is neither right or
wrong” (S. R. Brown, 1980, p. 4), creating little need for external validity because there
is no outside criterion for a person’s point of view. Second, where scales or tests require
constructed effects, operants do not. “Operational definitions place constraints on
behavior by replacing the subject’s meaning with the investigator’s, and the investigator
ends up studying the constraints rather than the behavior” (pp. 4-5). Hence, the
researcher creates a taxonomy of tests rather than a taxonomy of behavior (Stephenson,
1953). Last, operant approaches proceed in the opposite order of the construction of
operational definitions. In operant subjectivity, a phenomenon is first observed and then
concepts are attached to it (S. R. Brown, 1980, p. 5). “Operational definitions begin with
concepts in search of behavior; operant definitions begin with behavior in search of
concepts” (S. R. Brown, 1980, p. 28).

Validity and reliability are defined differently in Q methodology because the
expressed perspective is derived from the participant’s viewpoint rather than the

researcher’s external standpoint (S. R. Brown, 1980; Hathcoat & Montgomery, 2010).
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Because the unit of measurement is the importance of a statement relative to all other
statements according to the subject, conventional reliability and validity are not central to
Q (Osterkiil, 2010). Validity is only an issue when participants fail to represent their own
perspective (Choi, 2010; Hathcoat & Montgomery, 2010). Reliability is comprised of
two parts: the test—retest coefficients from individual sorts and the schematic reliability or
the replication of perspectives across multiple studies (Hathcoat & Montgomery, 2010).

Another criticism of Q methodology questions the reliability and the subjectivity
of the researcher in relation to the process of statements chosen from literature and sorted
by participants (Thomas & Baas, 1992). Strategic sampling helps reduce researcher bias
in the Q-set creation, as statements are methodically chosen to represent the concourse
both theoretically and inductively (Webler et al., 2009). In addition, previous studies
have concluded that a limited number of unique viewpoints exist for a given topic (S. R.
Brown, 1980), allowing for study replication. Replication, regardless of population, is a
critical component for proving reliability (Buchman, 2009). Other researchers have
found Q sort test-retest reliability to be 0.80 or higher, and content validity is assessed
through a literature review and a review by domain experts (S. R. Brown, 1980; Valaitis
et al., 2007).

Q methodology marries quantitative factor analysis with the detailed qualitative
inquiry of human subjectivity. “Methodologically, Q gives substance to the logic of
preference by explicitly recognizing the central role of subjectivity involved in
evaluations of all kinds” (S. R. Brown, 1980, pp. 53-54). As such, Q methodology allows
the researcher to gain a deeper understanding of the feelings, choices, motivations, and

values held by participants than other methodologies provide (Stephenson, 1953).
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Q methodology

Defining and collecting the concourse is the first step in Q methodology. The
concourse is a collection of all possible statements relevant to the topic of study, which
contains all related aspects of all discourse about the topic, and comprises the raw
material for Q methodology (van Exel & de Graaf, 2005). The statements comprising the
concourse are collected from interviews, text, and other artifacts related to the topic.
“The sample of statements must represent all key aspects of all the relevant perspectives
on the issue and are selected in such a way that researchers do not impose their attitudes
on the study” (Sickler et al., 2006, p. 357). Depending on the topic of study, the number
of statements in the concourse will vary; however, the statements should be
comprehensive and encompass all aspects of the topic (Akhtar-Danesh et al., 2008).

The concourse for this study was collected from the vast pool of dialogue about
nonprofit performance measurement that exists in primary and secondary sources, many
of which were reviewed in Chapter 2. The sources included academic journals,
professional and trade publications, books, online forums, blogs, and other social media
where discourse occurs. The focus was on statements related to the purpose, content, and
process elements of nonprofit performance measurement, and the goal was to include all
expressions of perspectives on the topic of study (Webler et al., 2009). Statements were
included when a clear opinion was disclosed. Ideal statements have excess meaning and
can be interpreted differently by participants during the Q sort (Webler et al., 2009).

After generating a concourse thought to be inclusive and exhaustive of the
opinions held about NPO performance measurement, a finalized subset of statements was

selected for use in the Q sample (van Exel & de Graaf, 2005). The initial concourse
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included more than three hundred statements. The Q sample is a representative list of
statements derived from the concourse that has been condensed to reduce ambiguity and
duplication yet still represents the main ideas, opinions, and views collected in the
concourse, typically consisting of 40 to 50 statements (Akhtar-Danesh et al., 2008). “The
nature of the stimuli making up the Q sample is constrained only by the domain of
subjectivity in which the researcher is interested” (McKeown & Thomas, 2013, p. 12).

Q samples can be structured or unstructured in how statements are excluded from
the concourse (McKeown & Thomas, 2013). “Structured sampling uses statements that
try to offset potential weaknesses found in other statements, provide focus, and place
boundaries on the topic of study” (Buchman, 2009, p. 55). A structured Q sample was
created from strategic sampling of theoretical categories identified during the literature
review (Webler et al., 2009). Researcher bias in the selection of statements comprising
the Q sample is minimized through strategic and inductive sampling practices (Webler et
al., 2009).

The strategic sampling approach draws upon theoretical categories observed in
the concourse, derived through inductive analysis. “Inductive analysis works from the
raw data to generate conceptual categories that have explanatory potential” (Webler et al.,
2009, p. 14). For this study, statements were organized into purpose, process, and
content categories from which 14 representative statements best representing each
category were selected to formulate the Q sample. All selected Q sample statements
were representative of nonprofit performance measurement, achieving homogeneity (S.

R. Brown, 1980). Each Q sample statement represented a different thought within the
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theoretical category it represents, achieving heterogeneity with respect to the concourse
(S. R. Brown, 1980).

Q samples should be diverse so that participants will react both positively and
negatively to the statements, thereby sorting half of the statements on each side of the
forced quasi-normal distribution and creating a distensive zero (Webler et al., 2009). The
theoretical categories with an equal number of statements in a structured sample prevent
the sample from being weighted toward a single outcome and eliminate the need for the
sample to be exhaustive (Stephenson, 1953; Webler et al., 2009). Although the
theoretical categories help to achieve balance, variety, and diversity of ideas represented
in the Q sample statements, these theoretical categories are not relevant to the results.

For this study, a group of three nonprofit leaders with experience in nonprofit
performance measurement assisted in a review of the potential Q sample to assist with
content and face validity of the statements (Akhtar-Danesh et al., 2008). Selected
because of their professional or academic experience and knowledge of nonprofit
performance measurement, the domain experts reviewed the Q sample statements to
ensure homogeneity and heterogeneity were met. Their feedback provided direction for
statement modifications, including removal of duplicate ideas, improving clarity and
consistency, and ensuring maximum representativeness of ideas within the concourse.
The finalized Q sample was created from the initial Q sample statements and was used by
participants in the Q sort.

According to Akhtar-Danesh et al. (2008), “The objective in Q methodology is to
be able to describe typical representations of different viewpoints rather than to find the

proportion of individuals with specific viewpoints” (p. 763). There will ideally be more
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observations (statements) than variables (Q sorts) in a given study (Webler et al., 2009).
Typical Q studies result in two to five social perspectives and require four to six
participants to define each perspective (Webler et al., 2009). A 3:1 ratio of statements to
participants is most common, with the lowest ratio of statements to number of
participants typically being 2:1 (Webler et al., 2009). However, there must be at least
four or five individuals to define each factor, which may require more participants than
this ratio (S. R. Brown, 1980). Because this study’s Q sample includes 42 statements, the
goal was to include 20-40 participants in the P-set. Only a relatively small number of
participants was necessary because they are the means for measuring variables rather than
representing a population (Sickler et al., 2006). Additional participants have little impact
on the factor scores because Q methodology results are generalizable to the defined factor
type rather than the population (S. R. Brown, 1980).

P-set participants should not be selected at random, but rather have a theoretical
relevance to the study and a distinctive stance on the topic that will help define a factor
(S. R. Brown, 1980). Knowledgeable individuals with well-formed opinions are the best
participants, and a purposive chain referral sampling technique allows the researcher to
recruit participants who meet the range of opinions identified in the concourse (Webler et
al., 2009). “A factorially designed P-sample . . . makes an overt attempt to sample people
of theoretical interest. It provides a degree of comprehensiveness not found in samples
chosen solely on the basis of availability” (McKeown & Thomas, 2013, pp. 37-38).

This study’s P-set were recruited through chain referral sampling to solicit a
group of participants who are leaders in nonprofit management and nonprofit

performance measurement. Much like snowball sampling, chain referral sampling
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involves relying upon individuals with experience with the phenomenon of interest to
provide a series of participant referrals (Penrod et al., 2003). The difference between
snowball and chain referral sampling is that chain referral sampling allows for strategic
access of multiple networks, which aids in the expansion of the investigation beyond a
single social network (Penrod et al., 2003).

For the purpose of this study, nonprofit leaders were defined as (a) academic
experts who have published within the field in the past 5 years or (b) professionals with 5
or more years of leadership experience within the field. Professionals are nonprofit
senior management, evaluators, grantors and funders, consultants, and watchdog agency
leaders. Members of nonprofit management and performance measurement groups or
associations that focus on improving the nonprofit sector were identified as well.

Initial contact with potential participants occurred through telephone, e-mail, and
U.S. mail. Potential participants were identified during the literature review and through
research of charity watchdog agencies, foundations, and professional evaluators and
nonprofit consultants. Contact also occurred through the researcher’s personal and
professional network. Those contacted were asked to participate if their experience
meets the criteria for this study, determined by a brief demographic questionnaire.
Participants were asked to introduce the researcher to other individuals who meet
requisite experience requirements and who might have an interest in participating in the
study, with an expressed interest for those who might have opinions different from their
own.

After the Q sample and P-set were created and recruited, respondents were

instructed to complete a Q sort, a process that should take no more than 1 hour. The Q
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sort is the method by which information is collected for subsequent factor analysis.
“Respondents, or the P-set, are asked to rank order the statements from their individual
points of view according to some preference, judgment, or feeling about them, mostly
using a quasi-normal distribution” (de Graaf & van Exel, 2008, p. 65). The Q sortis a
reflection of the participants’ thinking, evaluation, and interpretation of the Q sample
stimuli (S. R. Brown, 1980).

Participants were given a condition of instruction that iterates the context for
interpretation and reaction to the Q-statements (Sickler et al., 2006) and were asked to
read and rank order the Q sample statements into a Q sort table or score sheet (Akhtar-
Danesh et al., 2008). For this study, the condition of instruction asked participants to sort
the statements with reference to which characteristics, behaviors, and practices were most
important and most unimportant to effective nonprofit organizational performance
measurement. Before they assigned a rank order to the statements, participants divided
statements into three piles: those they believe are most important to effective nonprofit
organizational performance measurement; those they believe are most unimportant; and
those they are neutral, doubtful, or undecided about (van Exel & de Graaf, 2005). This
process allows for capturing the participants’ qualitative opinions and perceptions about
the topic for further quantitative review and analysis.

Study Population and Sample

A population is a group of individuals or organizations sharing a common
characteristic, and a target population shares a common characteristic of interest to the
researcher (Creswell, 2005). In the United States, there are 1.4 million tax-exempt

501(c)3 nonprofit organizations (Independent Sector, 2012a), each of which is led by an
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executive director, chief executive, founder, or other leader, in addition to an unknown
number of experts, researchers, evaluators, and consultants participating in the nonprofit
organizational management and performance measurement dialogue. The sample
selected from the target population will represent the entire population (Creswell, 2005).
As it would be cost and time prohibitive to study the entire population, the study
population was limited to a portion of the population (Cooper & Schindler, 2008).
Because “the objective in Q methodology is to be able to describe typical representations
of different viewpoints rather than to find the proportion of individuals with specific
viewpoints” (Akhtar-Danesh et al., 2008, p. 764), identifying the size of the population is
unnecessary. A sample of nonprofit leaders who have experience in nonprofit
management and performance measurement were the target population of this study. For
the purposes of the study, nonprofit leaders were defined as (a) academic experts who
have published within the field in the past 5 years or (b) professionals with 5 or more
years of leadership experience within the field. Professionals included NPO senior
management, evaluators, grantors and funders, consultants, and watchdog agency leaders.
There are many methods for determining a sample of the population to research.
Sampling techniques are categorized into probability and nonprobability methods, and for
an exploratory study with limited time and budget, a nonprobability method is
appropriate (Cooper & Schindler, 2008). The nonprobability sampling technique selected
for the study is purposive judgment. Purposive judgment sampling “occurs when a
researcher selects sample members to conform to some criterion” (Cooper & Schindler,
2008, p. 197) and is an appropriate technique for the exploratory and subjective nature of

this study. In purposeful sampling, the researcher establishes criteria for inclusion or
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exclusion based upon the research questions and the participant’s ability to answer
questions about a predetermined topic (Breckenridge & Jones, 2009). Chain referral
sampling, or using participants and informants to identify potential participants for the
study (Gelo, Braakmann, & Benetka, 2008), is a sampling frame that can further enable
the researcher to gain access to nonprofit leaders with experience in nonprofit
management and performance measurement.

While nonprobability samples, and more specifically snowball and chain referral
samples, raise questions of representativeness, the procedure is appropriate for
exploratory purposes (Rubin & Babbie, 2010), especially in a population that is hidden or
for which total membership is unknown. “Although probabilistic representative samples
are impossible in studies of hidden populations, non-probability designs can be set up for
making at least well-founded inferences about the population of interest” (Spreen &
Zwaagstra, 1994, p. 478). A characteristic and strength of Q is that the number of people
who hold common views is not a concern but rather the number of common perspectives
that exist, sampling a “population of viewpoints rather than a population of people”
(Jedeloo, van Staa, Latour, & van Exel, 2010, p. 595).

Because Q researchers focus on the spectrum of viewpoints rather than
representativeness of the population, small sample size and bias are not relevant (Akhtar-
Danesh et al., 2009). A growing body of Q studies has affirmed that two to five social
perspectives about a given topic are typically identified, and only four or five participants
are required to define a factor (perspective; Webler et al., 2009). Participants in this

study were specifically asked to refer those in the field with a known difference in
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opinion or perspective in an attempt to reduce bias and increase the ability to find
different social perspectives held by nonprofit leaders.

A danger in snowball sampling is the possibility of tapping into a single or limited
number of networks, which can limit the application of findings in studies concerned with
representativeness (Penrod et al., 2003). However, in this study, representativeness was
not as pivotal as locating and identifying as many viewpoints as possible. Chain referral
sampling is similar to snowball sampling, relying on participant referrals to study the
phenomenon of interest, “however, multiple networks are strategically assessed to
expand the scope of investigation beyond one social network” (Penrod et al., 2003, p.
102). This study included nonprofit leaders across the United States, especially targeting
those holding different roles within the sector, thereby increasing the potential to identify
a wide range of differences in opinion.

As previously mentioned, potential participants were identified during the
literature review and through research of charity watchdog agencies, foundations, and
professional evaluators and nonprofit consultants. Contact also took place through the
researcher’s personal and professional network. Participants were asked to introduce the
researcher to other nonprofit leaders who fit the sample criterion for this study and who
might hold different viewpoints of the topic under study. The goal of the study was to
include 20-40 participants, and the final participant group included 22 nonprofit leaders.
Informed Consent

Each NPO leader identified as a potential participant received a letter of invitation
to participate in the study (see Appendix A), followed by a telephone call or e-mail. The

letters included an informed consent statement for the study (see Appendix B), which
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outlined the purpose of the study, its duration, and procedures for completion. The letter
informed participants of confidentiality and the level of risk associated with the study,
explained voluntary participation, and noted the ability to withdraw from participation.
The study has no known associated risks any greater than risks experienced in daily life.
No direct benefit for participation in the study was expected. Each participant was
offered an executive summary of the results following the completion of the study.

Individuals who agreed to participate in the study were asked to mail the original
signed consent form to the researcher in the self-addressed stamped envelope provided
via U.S. mail. Consent forms and all written or printed study documentation was
collected and stored separately from research information and kept in a secure, locked file
cabinet in the home of the researcher. The researcher is the only person with a key and
access to the consent forms and the research data. All electronic research data were
stored on a password-protected external hard drive that is also stored in a separate locked
cabinet in the home of the researcher. All research materials will be kept for 5 years and
then destroyed by secure deletion and document shredding.
Confidentiality

Upon completing the informed consent form, participants received a unique
random identifier rather than using their names or organizational affiliations to ensure
confidentiality. “Confidentiality is maintained when anything that is learned about the
participant is held in the strictest of confidence” (Salkind, 2008, p. 64). In addition to the
assignment of unique identifiers to each participant, a single master list of participants
and identifiers was maintained (Salkind, 2008). Only the researcher has access to this

list. The unique identifiers were used in all subsequent data collection and analysis
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documentation, thereby ensuring participant confidentiality. The list containing
identifiers and all raw data files will remain in separate and secure locations within the
researcher’s home to reduce the likelihood of linking specific data to study participants,
to maintain participant anonymity, and to ensure confidentiality. Although the results of
this study may be published, at no time will the identity of study participants be linked to
published information, and only aggregated results will be reported.
Geographic Location

Participants in the study were limited only by their expertise in nonprofit
management and performance measurement, as previously defined, and by their
residence in the United States. The goal of the study was to identify the subjective
perceptions of nonprofit performance measurement held by nonprofit leaders in the
United States, and the purposive chain referral sampling method encouraged participants
to refer other nonprofit leaders who meet the sampling criteria. The discourse regarding
nonprofit performance measurement is occurring on a national level. Sampling at a
national level enabled the identification of American social perspectives regarding
effective nonprofit performance measurement.
Instrumentation

Participants in a Q methodology study project their subjective meaning upon
statements during the Q sort, and each participant’s opinions and perceptions create
meanings different from other participants. As such, validity in Q methodology is
determined differently from other methodologies. “Validity of a Q-study is evaluated by
content, face, and Q sorting validity” (Akhtar-Danesh et al., 2008, p. 766). Content is

validated through the literature review and by a team of domain experts, a common
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qualitative research practice, in addition to pilot studies or field tests (Akhtar-Danesh et
al., 2008). An external criterion for evaluating an individual’s response to statements
does not exist, so the set of rank-ordered statements serves as a valid expression of the
individual’s opinion (Akhtar-Danesh et al., 2008; S. R. Brown, 1980).

A small panel of nonprofit leaders allowed for further refinement of the Q sample.
Three domain experts were recruited for the panel and completed a review of concourse
statements. Domain experts were identified by the same criterion chosen for the sample,
and the same identification, solicitation, and recruitment process was used to identify the
panel. The group of nonprofit leaders helped to determine the opinions that were
omitted, underrepresented, or incorrectly represented within the Q sample, in addition to
ensuring that homogeneity and heterogeneity were met in the statements included. The
panel guided further refinement of Q sample statements and ultimately resulted in the
final Q sample for this study.
Data Collection

Participants in this study were nonprofit leaders with the requisite experience who
return a signed consent form. Participants received Q sort materials through the U.S.
mail. Each packet of materials consisted of a standardized list of instructions for
completing the Q sort, a list of 42 alphabetized statements, Q sort index cards, and a short
demographic questionnaire (see Appendices C, D, and E). Q sort index cards contained
the 42 statements numbered from 1 to 42.

Participants were instructed to rank Q sample statements from most unimportant
to most important to NPO performance measurement (e.g. -5 to +5). To begin this

process, participants were instructed to sort the statements into three piles. One pile was
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statements the participant found to be most important to nonprofit performance
measurement. Another pile was those statements the participant found to be most
unimportant to nonprofit performance measurement. The third pile included the
remaining statements.

The standardized instructions then told participants to rank order the statements
into the range of most important characteristic (+5) to most unimportant characteristic (-
5) for nonprofit performance measurement using the Q sort matrix as a guide (see Figure
1). The list of alphabetical statements included a line next to each statement for the
participant to record the scores upon completion of the Q sort. A Q sort distribution that
provides a forced-choice condition requiring participants to match Q sort cards on a

preset Q sort matrix with one space per card was included (see Figure 1).
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Most Unimportant Neutral Most Important

Ranks -5 -4 -3 -2 -1 0 +1 +2 +3 +4 +5

Items 2 3 4 4 5 6 5 4 4 3 2

41 38 34 30 25 19 14 10 6 3 1

42 39 35 31 26 20 15 11 7 4 2

40 36 32 27 21 16 12 8 5

37 33 28 22 17 13 9

29 23 18

24

Figure 1. Quasi-normal Q sort matrix.

Upon completion of the Q sort and subsequent recording procedures, participants
returned Q sort materials in the provided self-addressed stamped envelope through the
U.S. mail to the researcher. Participants who did not respond within 2 weeks of receiving
the materials received a follow-up telephone call from the researcher.

Data Analysis

The data were analyzed to determine whether statistically significant factors from
the individual perspectives exist, factors discernible only to nonprofit leaders
experiencing the phenomenon under investigation (Stephenson, 1953). Q methodology
includes three main sets of statistical procedures: correlation, factor analysis, and factor
score computation (McKeown & Thomas, 2013). Participants bestowed subjective
meaning to the Q-set, a sample of statements about performance evaluation, which were

correlated between participant profiles for similar viewpoints (van Exel & de Graaf,
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2005). Analysis uncovered patterns from individual responses, which were composed
into social perspectives (Sickler et al., 2006).

Q sorts represent modeled viewpoints from which data analysis is conducted.
Intercorrelation of the variables, or the N Q sorts, and factor analysis of the N x N
correlation matrix are the primary means of data analysis (McKeown & Thomas, 2013).
Persons, rather than traits or statements, are correlated, resulting in factors representing
points-of-view or social perspectives, and the participants’ association with the identified
perspectives is indicated by the participants’ loading on each factor (Akhtar-Danesh et
al., 2008; McKeown & Thomas, 2013). The Q sort patterns identified through inverted
factor analysis are the basis for composing social perspectives (Sickler et al., 2006, p.
356).

PQMethod 2.33 software, developed by Schmolck and freely available free on the
PQMethod website, is the analysis software most commonly used by Q researchers
(Valaitis et al., 2007). PQMethod 2.33 software serves to extract factors and determine
data patterns (Schmolck, 2002). Factors can be theoretically significant even if they are
not statistically significant (McKeown & Thomas, 2013).

After the data are analyzed, the findings, or factor scores of each statement within
each factor are interpreted based upon the statements that were most relevant to the
factor, known as the distinguishing statements (Akhtar-Danesh et al., 2008). “The
validity of the interpretation relies on the use of factor analysis in extracting the
distinguishing statements and the use of domain experts in interpretation” (Akhtar-
Danesh et al., 2008, p. 68). The interpretation is further validated through follow-up

comments about nonprofit performance measurement collected from participants who
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comprise each factor during the post sort survey and follow-up phone calls if necessary
(Akhtar-Danesh et al., 2008).

The datum was interpreted based upon concepts recurring throughout the factor
arrays. Statements were interpreted holistically, their unique concepts applied within the
greater context of the factor array (Watts & Stenner, 2012). The viewpoints were
organized and categorized by the concepts found within the distinguishing statements.
Further, the concepts were examined for relationships between the statements and the
theoretical framework.

Summary

This Q methodology study involved an attempt to balance the strengths of
qualitative inquiry of subjectivity with quantitative factor analysis to determine the
various subjective social perspectives held by American nonprofit leaders concerning
nonprofit performance measurement. Q methodology was the appropriate methodology
as it “encompasses a distinctive set of psychometric and operational principles that, when
conjoined with specialized statistical applications of correlational and factor-analytical
techniques, provides researchers a systematic and rigorously quantitative means for
examining human subjectivity” (McKeown & Thomas, 2013, p. 7). Q methodology
transforms subjective statements into objective outcomes in a feasible and effective
manner (Akhtar-Danesh et al., 2008). Because the goal of Q methodology is not to
determine representativeness of a population of people, this study was completed by
small number of well-selected participants (Stephenson, 1953). The study aimed to
recruit 20-40 nonprofit leaders in the United States with experience in nonprofit

management and performance measurement acquired through a chain referral sampling
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method. The goal of the study was to identify the common factors, or social perspectives,
held by nonprofit leaders about nonprofit performance measurement and how these
perspectives might affect the development of a performance measurement model to
replace financial efficiency. Chapter 4 will include a discussion on the data analysis and

research findings.
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Chapter 4
Results

The purpose of the Q methodology study was to gain a better understanding of the
subjective perspectives of nonprofit leaders in the United States concerning effective
organizational performance measurement. Understanding and identifying the elements
that each social perspective considers most important in nonprofit performance
measurement could facilitate the creation of a model that has broad application across the
diverse nonprofit sector. This chapter includes the findings according to the research
questions described in Chapter 3. The chapter contains a description of the factor
structure, followed by the interpretation of the factors according to the perspectives of 22
nonprofit leaders in the United States.

Q methodology includes three main sets of statistical procedures, correlation,
factor analysis, and factor score computation, and qualitative interpretation based on
these data (McKeown & Thomas, 2013). Participants bestowed subjective meaning to
the Q-set, a sample of statements about performance measurement correlated between
participant profiles for similar viewpoints (van Exel & de Graaf, 2005). Analysis
uncovered patterns from individual responses that were composed into social
perspectives (Sickler et al., 2006). Q sorts represent modeled viewpoints from which
data analysis took place. Chapter 4 includes detailed analysis of the Q sorts, descriptive
demographic data, and clarification gained from postsort interviews in relation to the

research questions and the resulting factors.
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Overview of Data Collection

Recruitment of participants began on November 30, 2012, and concluded on
March 9, 2013. The recruitment process involved making contact with 135 nonprofit
leaders. A sample of nonprofit leaders who have experience in nonprofit management
and performance measurement were the target population of this study. For the purposes
of the study, nonprofit leaders were (a) academic experts who have published within the
field in the past 5 years or (b) professionals with 5 or more years of leadership experience
within the field. Professionals include nonprofit senior management, evaluators, grantors
and funders, consultants, and watchdog agency leaders.

Individuals identified through the literature review included academics, authors,
nonprofit leaders, charity watchdog leaders, and consultants who had been vocal in the
ongoing nonprofit performance measurement dialogue. Identified through chain referral
sampling, participants in the study received a specific request to refer those in the field
with a known difference in opinion from their own in an attempt to find different social
perspectives held by nonprofit leaders (Penrod et al., 2003). Contact occurred primarily
through e-mail, although some contact was by phone.

Thirty-four individuals received recruitment packets through the U.S. mail. Each
packet of materials consisted of a standardized list of instructions for completing the Q
sort, a list of 42 alphabetized and randomly numbered statements printed on index cards,
and a short demographic questionnaire (see Appendices C, D, and E). Follow-up by
phone and e-mail occurred 2 weeks after mailing the packets to ensure participants
received the materials and to answer any questions. Of the 34 who initially expressed

interest in the study, 22 returned completed informed consent forms, Q sort matrices, and
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postsort questionnaires. Of the 12 who originally agreed to participate but did not return
materials, six withdrew because of time constraints, three withdrew because they
misunderstood the nature of the study, and three were nonresponsive to follow-up
attempts.

Participants received a condition of instruction that provided the context for
reaction to the Q-statements (see Appendix D). The condition of instruction was as
follows: “Sort the statements according to the characteristics, behaviors, and practices
that promote effective nonprofit organizational performance measurement.” Instructions
contained a request that participants would read and rank order the 42 Q sample
statements (see Appendix C) into a Q sort matrix or score sheet ranked from those
statements they believed were most unimportant to those they believed were most
important to effective nonprofit performance measurement (e.g., -5 to +5). After
participants completed the Q sort exercise, they received a request to fill out the postsort
questionnaire (see Appendix E), which included questions about the exercise in addition
to demographic information. All participants who returned completed packets received a
handwritten thank-you card in the mail and an executive summary of the results.
Description of Participants

Participants completed a demographic profile with a variety of information about
themselves, in addition to questions about their nonprofit organization, including
organization type, location, operational budget, number of full-time staff, and the role of
performance measurement within their organization. The demographic information for
the total participant group appears in Figures F1-F11 in Appendix F. Discussion of the

demographics for each factor are in the factor review section, although no patterns in
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demographic responses appeared by factor. Resulting viewpoints did not cluster
participants by years of experience, sector role, education, or any of the other five
demographic categories.
Data Analysis

Correlation is the first step in statistical analysis. PQMethod 2.33 software was
suitable for analyzing the data (Schmolck, 2002). Individual Q sort matrices correlate to
all participant sorts, which indicates the level of agreement between sorts and similarities
in perspectives (van Excel & de Graff, 2005). Individuals’ Q sorts are the variables in Q
method. The correlation matrix generated has correlations ranging from -1.0 to +1.0
based upon the relationships between variables (Webler et al., 2009). Principal
component analysis of the correlation matrix revealed the factor structure. The analysis
involved rotating the resulting components orthogonally using varimax rotation and then
subjecting them to a final Q analysis that used a calculation of z scores for all the original
Q sample statements occurring within each factor to differentiate the factors (Giannoulis,
Botetzagias & Skanavis, 2010).

Factor loadings range from -1.0 to +1.0 and represent the variation or
commonality within the factor (Giannoulis et al., 2010).

Persons significantly associated with a given factor, therefore, are assumed to

share a common perspective. . . . Therefore, each respondent’s factor “loading”

indicates the degree of association between that person’s individual Q sort and the

underlying composite attitude or perspective on that factor. (McKeown &

Thomas, 2013, p. 17)

Q sorts with a very high loading on only one factor are pure, whereas Q sorts loading on
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more than one factor are confounded, representing a hybrid perspective (Giannoulis et al.,
2010). This study did not involve using confounded sorts as defining sorts for the
factors. Nonsignificant sorts do not achieve a significant load and are those that are not
similar to any of the resulting perspectives (Webler et al., 2009). Q sorts with loadings
that reach significance on only one component define factors and help to produce a single
set of factor scores displayed in a factor array (McKeown, Hinks, Stowell-Smith, Mercer,
& Forster, 1999).

The formula for calculating factor loading significance is o < .01; significance =
2.58(1N), with N equaling the number of Q-statements (McKeown & Thomas, 2013).
The significance level of a < .01 was suitable because it is more rigorous than o < .05 and
further limits opportunities for consensus while ensuring statistical significance for
defining sorts (Sickler et al., 2006). Significance for the study was .398 and rounded to
40, where N =42 and a < .01. Further increasing significance to .45 resulted in a more
rigorous and clearer definition of differences among factors while minimizing the number
of confounded sorts.

A three-factor solution was the best solution after several test rotations. Sixteen
of the 22 sorts loaded significantly on only one of the three factors. Factor 1 had eight
significant sorts, while Factors 2 and 3 both had four significant sorts. Four sorts were
confounded and two sorts were nonsignificant. Table 2 contains the factor matrix. To

ensure confidentiality, participants received a coded signifier.
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Table 2

Factor Matrix With Defining Sorts

QSORT Factor 1 Factor 2 Factor 3

P18 0.8373x -0.0306  0.1373

P21 0.7187x 0.1585  0.2726

P16 0.7122x 0.1121  0.2329

P04 0.7078x 0.2112  0.2261

P14 0.6655x 0.0577 -0.1571

P07 0.5661x 0.3597  0.3158

P09 0.5453x 0.3657 0.3158

P12 0.4695x 0.3301  0.4040

P10 -0.0834  0.7513x 0.1357

P03 0.2001  0.7210x -0.0856

P15 0.2075  0.6775x 0.2824

P20 0.4129  0.6296x 0.1238

P01 0.1194  0.0152  0.8062x

P05 0.3061  0.1574  0.6841x

P02 0.3528  0.3370  0.5089x

P06 -0.0946  0.0209  0.5043x

P11 0.4654  0.5046 -0.0740 (confounded)
P13 0.0690  0.5750  0.4566 (confounded)
P19 0.5598  0.4954  0.1135 (confounded)
P22 0.4635  0.2589  0.4844 (confounded)
P08 0.2860  0.3892  0.2229 (nonsignificant)
P17 0.3682  0.1561  0.0332 (nonsignificant)
Number of sorts 8 4 4

Note. Numbers with bold font and an “x” represent defining sorts for each factor.

Table 3 contains the correlations of the factor scores of statements between
factors. The correlations ranging from .3306 to .4155 explain the similarities between the
pair’s factor arrays (Giannoulis et al., 2010). Although there are commonalities between
the factors, there is enough difference to represent the individual views of effective
nonprofit organizational performance measurement. The basis for examining the three
resulting factors was the entire array of z scores or factor scores for the statements for that
factor, distinguishing statements, especially those statements deemed most important

(ranked scores of +3 through +5) and most unimportant (ranked scores of -3 through -5)
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by each factor. These scores describe the beliefs of each factor, in addition to
clarification gained through the postsort questionnaire and follow-up interviews.
Table 3

Correlations Between Pairs of Factors

Factors 1 2 3
1 1.0000
2 4145 1.0000
3 4155 .3306 1.0000

Interpretation of Factors

Using results from the Q methodology analysis, the following sections address the
research questions as they pertain to the three-factor solution. “Each factor is interpreted
using the statements specific to that factor. In the lexicon of Q methodology, these
statements are called distinguishing statements because they define the uniqueness of
each factor” (Akhtar-Danesh et al., 2008, p. 768). Researchers typically use two or three
columns of the highest positive and negative ranked statements for interpretation of the
factors, in addition to comments and demographic information provided by participants
in the postsort questionnaire (Dziopa & Ahern, 2011). Follow-up interviews with
participants helped to clarify the resulting viewpoints.

The data were interpreted based upon concepts recurring throughout the factor
arrays. Statements were interpreted holistically, their unique concepts applied within the
greater context of the factor array (Watts & Stenner, 2012). The viewpoints were
organized and categorized by the concepts found within the distinguishing statements.
Further, the concepts were examined for relationships between the statements and the

theoretical framework.
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The three viewpoints named were Road Map, Management Tool, and Weakest
Link, and explorations follow in the succeeding sections, organized by research question.

Research Question 1. The first research question was as follows: What do
nonprofit leaders believe to be the most important elements of effective nonprofit
organizational performance measurement? The individuals on each factor had differing
opinions about the characteristics, behaviors, and practices; however, there were some
common themes throughout the viewpoints.

First, performance management was the focus of all perspectives. Consistent with
all three viewpoints, performance measurement cannot stand alone to be effective.
Performance measurement is a tool in the performance management system that should
help nonprofit leaders to learn and improve performance. Performance management is
the larger system for effective performance, with performance measurement being one of
the system’s practices.

The second theme was the unfunded mandate for performance evaluation. The
participants called attention to how funders expect performance data as a condition of the
funding, yet few grantors include funding for administrative and evaluation purposes.
The participants also conveyed a desire for a sense of partnership with their funders, both
working in concert toward the same goal of better service delivery for beneficiaries.
Characteristics of an effective performance measurement model are partnership and
shared goals.

The final theme was outcome measurement. The participants favored outcome
measurement as the most effective practice for evaluating a nonprofit’s performance.

When nonprofit leaders have a better understanding of their outcomes and performance
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data, then there is opportunity for greater collaboration, learning, and increasing the
sector’s collective impact. An explanation of each factor appears in greater detail below.

Factor 1: Road Map. Eight sorts defined Factor 1, Road Map. The individuals
on this factor described performance measurement as a means to improve the
organization and stimulate learning. Results provided important information, serving as a
formative tool and road map to guide improvement. The members of Road Map desired
to serve their beneficiaries better and achieve mission-based goals. Provided in Table 4
are the nine most important and the nine most unimportant statements for the Road Map
factor, along with each statement’s array position and z score. Table G1 with complete
statements is located in Appendix G.

Table 4

Most Important and Most Unimportant Statements and Scores for Road Map Condensed

Item  Statement Array z-
Number Position  Score
33 Performance measurement should be at the 5 1.66*
organizational...

3 A new performance measurement model should help... 5 1.60
28 NPO performance measurement metrics must never... 4 1.59%*
7 An effective performance measurement model should... 4 1.53
35 Rather than asking traditional strategic planning... 4 1.43
9 An effective performance measurement model will... 3 1.10
4 A performance measurement system that simplifies the... 3 0.98%*
34 Performance measurement should begin with the end in... 3 0.89
24 NPO capacity, or lack thereof, impacts effective... 3 0.88
15 Donors will have a more complete picture of NPOs... -3 -0.95
40 The sole purpose of NPO performance measurement is... -3 -1.03
41 Too many NPOs are concerned with sustaining... -3 -1.08%*
36 Roughly 3,000 charities garner 60% of all revenue that... -3 -1.13
14 Donors need comparative data and ratings providing... -4 -1.49%*
23 Most NPO leaders don’t communicate results or lack... -4 -1.60*
32 Performance measurement methods are forced upon... -4 -1.63
31 Performance data should stand on its own, minimizing... -5 -2.01
17 Financial efficiency will always be the most important... -5 -2.14

Note: Numbers with asterisks denote distinguishing statements
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Of the eight participants who established Road Map, six were women and two
were men. Members of the Road Map group were highly educated, as five had earned
master’s degrees and three held doctorates. Five had more than 20 years of experience in
the nonprofit sector, two others had 15-19 years, and one had between 10 and 14 years of
experience. Half of the participants were executive directors or CEOs of a nonprofit
organization, and two others held senior management positions. Individuals on this
factor included a foundation professional and an academic, and the factor accounted for
23% of the variance.

According to members of Road Map, the primary purpose of performance
measurement is to promote performance improvement (Statement 3: +5). An effective
organization is one that addresses and adapts to the ever-changing needs of its
community (Statement 35: +4). Community needs should be the basis for the
organization’s mission and goals. For this viewpoint mission attainment is paramount,
and above all else, performance measurement should guide the nonprofit to fulfilling its
mission (Statements 33: +5; 28: +4; 41: -3). Effective performance measurement is an
organization specific and mission-focused process (Statements 33: +5; 7: +4).

For the members of Road Map, performance measurement is a form of formative
assessment that allows organizational leaders to understand where an organization rates
in its path to mission attainment. Performance measurement should not be viewed as a
static or summative procedure conducted for the benefit of external parties (Statement 33:
+5). Rather, performance measurement should serve as a progress check on the road to

goal attainment (Statements 9: +3; 5: +2). In this viewpoint, performance evaluation
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refers to developmental evaluation, which facilitates the search for both the ends and the
means.

The focus of performance measurement should be on helping nonprofit leaders
attain the organization’s mission and fulfill community needs (Statement 35: +4).
Performance measurement should not hinder the organization’s progress on the mission.
Rather, it would be complementary to the organization’s operations (Statement 28: +4).
Performance data would be used to correct the course of the organization. Performance
measurement is woven into the fabric of the organization, serving as a formative and
developmental practice to inform performance improvement (Statement 33: +5). As a
dynamic tool it allows the organization to experiment and innovate (Statement 33: +5).
The organization has a clear vision and performance measurement serves as a guide to
reach that destination.

Additionally, the purpose of performance measurement is not to appease donor
demand for information or to demonstrate impact or results. Performance data is not for
reporting purposes or communicating impact (Statement 18: +1). Standardization of
performance metrics and externally conducted evaluation are dismissed in favor of
performance measurement completed by members of the organization based upon stated
goals (Statements 37: +1; 14: -4; 23: -4). This is in part due to a lack of confidence that
standardized performance data will lead to an increase in donations or actionable data to
improve performance (Statements 15: -3; 37: +1). These leaders believe that the nonprofit
sector is responsible for important work that is not easily quantified. Standardized
evaluation would likely measure that which is easy to quantify rather than true

performance improvement indicators. Members of Road Map identify the gap in the
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discourse stems around the design of an effective performance measurement method
(Statements (29: +2; 27: +1).

Road Map participants believed stakeholders deserve performance information
and valued their input, which showed awareness of their resource dependencies.
However, these leaders preferred not to institutionalize expectations that prohibit or affect
mission progress. Further clarified in the postsort questionnaire, the proposition of a
standardized performance metric to evaluate and refine strategy is appreciated, however,
the plausibility is questioned from a total cost standpoint. The wide difference in
communities and constituencies prevents standardization as a realistic or attainable goal
for the sector (Statement 37: +1). Such standardization would likely prevent nonprofit
leaders from recognizing the subtle nuances that are specific to addressing their
communities’ needs. Despite collecting performance data for performance improvement,
the reality of resource dependency creates awareness that this data can and will be used
by stakeholders for accountability purposes. Further, both positive and negative findings
will reflect upon organizational leaders. Performance measurement should not create fear
of retribution but rather should produce data that will provide insights and spur changes
addressing those problem areas.

Road Map participants welcome expert analysis and recommendations for how to
improve performance. However, the members of this viewpoint frowned upon
performance measurement solely conducted by external parties. Road Map participants
recognized the dangers of not including outside performance review, namely bias and the
tendency to maintain the status quo (Statement 31: -5). Organizational leaders should

conduct performance measurement with an unbiased outside party to review the
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evaluation process. While the standard should be to conduct internal performance
measurement, nonprofit leaders should seek external feedback (Statement 31: -5).
External parties have expertise, resources, and insights that would strengthen the
organization’s performance measurement process thereby advancing the organization’s
ability to continuously improve (Statements 24: +3; 22: +2).

Road Map participants expressed concern regarding the cost and motivation to
conduct performance measurement (Statements 13: +1; 15: -3). Although members of
Road Map believed performance measurement is important, they highlighted the
externally driven mandate for performance data from funding bodies that is neither
funded nor conducive to mission progress (Statement 37: +1). The expectations of
funders, each with their own guidelines and data recommendations, cannot isolate
performance insights (Statement 27: +1).

Participants sharing the Road Map viewpoint emphasized effective nonprofit
performance measurement takes place at the organizational level. Measures should be
easy to implement, cost efficient, and dynamic metrics for assessing organizational
performance, inspiring process innovation, and allowing for experimentation (Statement
33: +5). Measures should be motivating for the organization’s members, as well as easy
to use. All nonprofit leaders should conduct performance measurement and create
metrics with the desired end-state in mind. Organizational leaders must participate for
organizational learning and performance management to occur. Additionally, in those
organizations that need it, building performance measurement capacity should involve
training, adding infrastructure, and so forth through partnerships with and investments

from donors (Statement 24: +3).
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According to the members of the Road Map viewpoint, financial efficiency is not
the most important measure and should not be the sole measure of organizational
performance (Statement 17: -5). Financial health is important, yet financial health does
not guarantee positive outcomes. Road Map participants believed measures should be
specific to the organization measured, should not be oversimplified for the sake of
standardization, and should include multiple dimensions of performance (Statement 7:
+4; 4: +3). Supporters of the viewpoint believed community need and mission
attainment need to come first, but poor financial health will prevent the attainment of
goals. Members of this perspective value their part in the open system, yet seek to
achieve greater balance in power dynamics.

Members of the Road Map viewpoint did not believe all organizations have the
same issues preventing effective performance. This viewpoint disagreed with statements
that define specific metrics, measures, or high performance, in deference to leaving that
decision to the leaders of the specific organization. Outside of the focus on performance
measurement as a guide to address community needs and achieve the organizational
mission, statements that are prescriptive of decisions that should be made internally are
dismissed. The purpose of a new performance measurement model is not to identify
unbalanced power dynamics, undercapitalization, or to blame nonprofit leaders for lack
of discipline or self-accountability (Statements 1: -1; 25:0). Questions about nonprofit
organizational productivity, culture, and measurement characteristics are not prioritized
(Statements 21: 0; 12: 0; 39: 0). Each of these elements is organizational specific and

broad generalizations about nonprofit performance are avoided.
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These nonprofit leaders are careful not to prescribe a universal behavior or
decision for other organizations, deferring to the leadership of each specific organization
to decide what is best for their path to mission attainment. Likely, this is due to their own
frustration when assumptions are made about the organizations they lead, their own
wisdom and community awareness negated by sweeping generalities and exclusion from
the important decisions that affect their organizations. When performance measurement
is personal and specific to the organization and its members, it is more likely to produce a
positive impact on performance.

Factor 2: Management Tool. Four sorts defined Factor 2, named Management
Tool. Participants of this factor defined performance measurement as a decision-making
tool that generates evidence based dialogue with stakeholders. Resource dependencies
and institutionalized expectations greatly influence the members of Management Tool’s
opinion and understanding of performance measurement. However, a genuine partnership
that leads to performance improvement is the primary goal for Management Tool.
Provided in Table 5 are the nine most important and the nine most unimportant
statements for the Management Tool factor, along with each statement’s array position

and z score. Table G2 with complete statements is located in Appendix G.
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Table 5

Most Important and Most Unimportant Statements and Scores for Management Tool
Condensed

Item  Statement Array z-
Number Position  Score
8 An effective performance measurement model will... 5 1.44%*
34 Performance measurement should begin with the end in... 5 1.42
3 A new performance measurement model should help... 4 1.39
21 Measuring and using outcomes data is essential for... 4 1.29
18 If NPOs want to prove legitimacy, they need to uphold... 4 1.28
41 Too many NPOs are concerned with sustaining... 3 1.23*
7 An effective performance measurement model should... 3 0.99
25 NPO leaders must commit to self-discipline and... 3 0.97
13 Devoid in the performance measurement discussion is... 3 0.94
6 A substantial flaw of many performance metrics is that... -3 -0.90
30 People are obsessed with measurements; we want to... -3 -0.94%*
17 Financial efficiency will always be the most important... -3 -1.07*
4 A performance measurement system that simplifies the... -3 -1.08
40 The sole purpose of NPO performance measurement is... -4 -1.09
42 We must reject overhead expense ratios as relevant... -4 -1.19
32 Performance measurement methods are forced upon... -4 -1.51
29 Outcome assessment is a highly complicated, uncertain... -5 -1.94%*
31 Performance data should stand on its own, minimizing ... -5 -2.40

Note: Numbers with asterisks denote distinguishing statements

Of the four participants comprising Management Tool, three were men and one
was a woman. This factor included three participants with doctorates, and in terms of
experience within the field, two had 10-19 years’ and one had more than 25 years’
experience (one participant did not respond to these questions). Two participants were
the executive director or CEO of their nonprofit organization, one was a foundation
professional, and the last was a consultant. Members of Management Tool accounted for
16% of the variance.

For Management Tool participants, the perception of the external expectation for
performance measurement is, in most cases, perceived as a genuine funder interest in

performance improvement. In the context of this relationship, performance data would
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help prove legitimacy to the funding organization, provided that both agencies share the
desire to advance mission progress (Statement 18: +4). Members of Management Tool
were cognizant that resource dependencies include institutional expectations. For these
nonprofit leaders performance reporting is merely a facet of that relationship (Statements
14: +2; 15: +1).

According to Management Tool participants, the purpose of performance
measurement is not for holding organizational leaders accountable but rather for
promoting performance improvement (Statement 3: +4). Nonprofit leaders should use
performance data to communicate to funders; however, communicating social impact is
not the sole purpose of performance measurement (Statement 40: -4). While proving
legitimacy to multiple constituencies is important, these NPO leaders desire evidence-
based dialogue about organizational performance and goal attainment (Statements 18: +4;
34: +5). The individuals on this factor expressed a desire for partnership with funders,
including mentorship, assistance interpreting performance data, and support in making
performance improvements (Statement 31: -5).

Members of Management Tool did not believe the purpose of performance
measurement is to reject overhead ratios or to demonstrate impact or results but rather an
acceptable donor expectation (Statements 42: -4; 40: -4; 14: +2). This viewpoint
discredits the need to question externally driven demand for performance data
(Statements 1: -1; 30, -3; 23:0). The purpose of performance measurement is not to buck
the institutionalized expectations of their resource dependencies but rather to work in

concert with these expectations to develop a positive working relationship with funders.
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Management Tool participants strongly reacted to the idea that performance data
does not warrant expert analysis or recommendations (Statement 31: -5). According to
this viewpoint, performance information should be subject to expert analysis and
recommendations, further reiterating the symbiotic nature of relationships with donors.
Participants sharing this viewpoint did not support considering performance measurement
to be an overhead expense. Instead, performance measurement should be part of a grant
or donation (Statement 13: +3). If donors want performance measurement, then they
should be willing to fund this endeavor.

Members of Management Tool believed nonprofit leaders should create
performance measurement with the end-state in mind and identify the mission-driven
intended impact organizational leaders seek to achieve (Statement 34: +5). Performance
measurement should not occur in isolation or solely as an internal evaluation process
(Statement 16: -1). Organizational leaders should use insights from performance
measurement to identify areas for improvement and performance management as an
ongoing system to continuously improve performance (Statement 34: +5; 3: +4).
Performance management, according to Management Tool participants’ postsort
questionnaires, is the most critical organizational practice. In organizations with active
performance management, performance measurement is one of many tools used by
management to improve organizational outcomes continually (Statement 25: +3).

Outcome measurement is not as difficult as it might seem; according to members
of Management Tool, it is possible for all nonprofit organizations to implement and is
easier to understand than most nonprofit leaders believe (Statement 29: -5). Outcome

measurement is a method to generate organizational learning and performance
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improvement (Statement 21: +4). Management Tool participants desired more discussion
about why few nonprofit leaders use outcome measurement and speculated the language
used can make performance measurement seem complicated and confusing for
organizational leaders. Collaboration with funding partners could help minimize this
confusion.

This perspective considers intended impact the most important performance
metric, which is an organization-specific, mission-driven measure (Statement 8: +5).
Members of the Management Tool perspective believed the organization’s ability to
make and communicate mission-driven progress and organizational outcomes is of
utmost importance. The intent of this measure would be to improve the organization’s
ability to achieve desired outcomes (Statement 21: +4). Funders and grantees should
have aligned goals, rather than competing goals, for social outcomes (Statement 11: +1).
Nonprofit leaders should not chase funds but rather seek donors who support their
intended impact (Statement 8: +5).

Management Tool members strongly believed measures should be specific to the
organization measured and should focus solely on mission-based outcome achievement
rather than multiple dimensions of performance (Statements 4:-3; 8: +5). These
participants did not view financial efficiency as more important than the organization’s
ability to measure and communicate outcomes (Statement 17: -3). Further, management
capacity, systems, and structures should not be the focus of performance measurement,
and community benefit should not take precedence over definitions of high-performing

organizations (Statements 41: +3; 35: 0; 6: -3). The goal should be to determine how to
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solve challenging societal problems rather than generating performance data solely for
reporting’s sake.

Factor 3: Weakest link. Four sorts defined Factor 3, named Weakest Link. The
individuals loading on this factor expressed that performance measurement should be a
means to help the sector improve, in that the sector is only as strong as its weakest link.
The performance improvements made by nonprofit leaders might generate insights and
innovations that will be necessary to improve collective impact. Provided in Table 6 are
the nine most important and the nine most unimportant statements for the Weakest Link
factor, along with each statement’s array position and z score. Table G3 with complete
statements is located in Appendix G.

Table 6

Most Important and Most Unimportant Statements and Scores for Weakest Link
Condensed

Item  Statement Array z-
Number Position  Score
39 The sector desperately needs a performance... 5 1.90*
16 Externally driven performance measurement will be... 5 1.81%
18 If NPOs want to prove legitimacy, they need to uphold... 4 1.45
3 A new performance measurement model should help... 4 1.40
21 Measuring and using outcomes data is essential for... 4 1.27
25 NPO leaders must commit to self-discipline and... 3 1.10
7 An effective performance measurement model should... 3 1.09
24 NPO capacity, or lack thereof, impacts effective... 3 1.08
35 Rather than asking traditional strategic planning... 3 1.01
29 Outcome assessment is a highly complicated... -3 -0.85%*
27 NPO performance measurement is receiving increased. .. -3 -0.90*
4 A performance measurement system that simplifies the... -3 -1.07
26 NPO leaders see few frameworks that seem relevant to... -3 -1.26*
36 Roughly 3,000 charities garner 60% of all revenue that... -4 -1.31
37 Standardized metrics and reporting systems are... -4 -1.47*
32 Performance measurement methods are forced upon... -4 -1.66
41 Too many NPOs are concerned with sustaining... -5 -1.77*
17 Financial efficiency will always be the most important... -5 -1.87

Note: Numbers with asterisks denote distinguishing statements
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Of the four participants comprising Weakest Link, three were women and one
was a man. One held a bachelor’s degree, and three had master’s degrees. All four had
15 or more years of experience in the sector, with one having 20-24 years’ and two
having more than 25 years’ experience. Two of the four participants were executive
directors or CEOs at their nonprofit organization, one held a nonprofit senior
management position, and one was a foundation professional. Weakest Link represented
13% of the variance.

Members of Weakest Link believed the primary purpose of performance
measurement was to help the entire nonprofit sector improve. Organizational learning
can help the entire sector grow and improve, wherein strides within one organization can
help other nonprofit organizations adopt and implement insights. For Weakest Link,
performance measurement is a tool to improve service delivery, resource allocation, and
organizational learning (statements 39: +5; 21: +4; 35: +3). The sector needs a model to
implement and inform the practices of all nonprofit organizations, and the sector is only
as strong as its weakest link (Statements 39: +5, 36: -4; 32: -1). Performance evaluation is
valued as a way to strengthen and improve the sector as a whole, where each organization
can learn from the insights of others (Statements 18: +4; 31: -1; 36: -4). The sector’s
weakest links are those organizations that do not engage in performance measurement.

The secondary purpose of performance measurement is for holding organizations
and their leaders accountable to their many constituencies. Effective performance
measurement should balance the needs of all stakeholders, recognizing the needs and
priorities of both upward and downward constituencies (Statements 16: +5; 18: +4; 26: -

3). These nonprofit leaders value and recognize their accountability to both donors and
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beneficiaries and desire an evaluation practice that does not compromise the needs of any
stakeholder (Statements 18: +4; 1: +2, 30: +2; 2: +2). Like the members of Management
Tool, the members of Weakest Link were aware of the resource dependencies and sector
expectations; however, resource dependencies do not take precedence over service
delivery and community needs. These competing needs should be viewed globally in
order to maximize value for all concerned parties (Statement 16: +5; 2: +2; 40: 0).

For Weakest Link participants, performance management provides opportunity to
achieve the impact donors seek. A new performance measurement model should be
standardized. Unlike Road Map and Management Tool, members of Weakest Link do not
reject the standardization of performance metrics. Members of Weakest Link dismissed
the notion that performance measurement is too complex to standardize across the
sector’s differences (Statements 37: -4; 26: -3; 8: -2).

In agreement with the other factors, this perspective believes that financial
efficiency is not the most important performance metric (Statement 17: -5). These
leaders envision a standardized metric that will inform organizational learning and that
will be used for reporting performance data to stakeholders (statements 37: -4; 39: +5; 26:
-3). Such a model is necessary to hold all nonprofit leaders accountable for measuring
performance (Statement 36: -4; 25: +3). From this perspective, metrics will not cause
failure, but likely poor commitment by leadership to ensure performance measurement is
complete. Buy-in from nonprofit leaders and employees will be necessary for success
(Statement 25: +3).

This factor places responsibility on the nonprofit leader to achieve the

organization's mission through self-discipline, self-accountability, and creating a
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measurement culture (Statement 25: +3). Monitoring and improving performance should
be one of the top priorities for organizational leaders (Statement 25: +3). Evaluation
should not be viewed as a result of donor trust issues or the desire to hold nonprofit
leaders accountable, but rather it is an important responsibility that should not only be
expected but also practiced regularly by nonprofit organizations (Statement 32: -4; 41: -
5). Further, management structures and systems should be included in a new performance
measurement model (Statement 41: -5). These leaders even give consideration to the idea
of external evaluation conducted by an unbiased third party in the form of unannounced
performance audits (Statement 23: 0). Those sharing viewpoint likely see this as a
necessary practice to compel all nonprofit organizations to measure performance. If
nonprofit leaders cannot or will not manage and measure their organization’s
performance, then the opinion of Weakest Link participants would be for these leaders to
relegate their positions to make way for leaders who are up to the challenge.

Members of this viewpoint expressed frustration with the continued dialogue and
lack of collective action within the sector. These nonprofit leaders expressed that the
sector knows enough to make performance measurement a priority. Performance
measurement will provide actionable information as well as a path toward mission
attainment (Statements 37: -4, 26: -3; 4: -3; 21: +4). Nonprofit leaders should focus on
organizational goals and measure organizational outcomes (Statement 21: +4). Those
organizations lacking capacity to conduct performance measurement in this manner
should be given the necessary support to build organizational capacity (Statement 24:

+3). Performance measurement should be both formative and summative to meet the
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needs of all constituencies, but best practice would be ongoing performance monitoring
by organizational leaders (Statement 38: -1).

An element of frustration is demonstrated because there are still nonprofit
organizations that do not engage in the performance measurement practices they know
they should use. Members of this factor perceive sector resistance to adopt beneficial
performance management behaviors. Weakest Link primarily focuses on why and how
to measure performance, however less focus is placed on what the performance metrics
should measure. This perspective wants standardization yet fails to focus on specific
performance measures to standardize. Weakest Link disagrees that a performance
measurement model should not be simplified (Statement: 4: -3). Rather, these
participants want a few indicators to provide a sense of organizational outcomes,
specifically indicators for organizational health, program performance, and social and
economic performance (Statements 7: +3; 5: 1).

Weakest Link members believed nonprofit leaders already know why
performance measurement is important to conduct and focus should change to what is
measured and how. During a follow up interview, the participant with the defining sort
expressed described the ongoing attention to purpose by the sector as “belly button
gazing” and further expressed his exhaustion with the question. For Weakest Link
participants, purpose is deeply important but continued focus on this element stalls sector
progress. Nonprofit leaders need to shift attention to the process and content of
performance measurement. Participants of Weakest Link were ready for the sector to
accept accountability for performance and to find a way to measure and communicate

impact. Standardization of metrics will provide nonprofit organizations a benchmark for
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performance, provide a meaningful way to communicate performance data to
constituencies, and allow the entire sector to strengthen and grow as a result of
meaningful performance insights.

Weakest Link participants believed nonprofit leaders should be able to measure
and communicate their performance in terms of the outcomes achieved (Statement 21:
+4). Outcome measurement has ties to organizational learning, is easier to implement
than most nonprofit leaders believe, and is possible for all nonprofit organizations to
achieve. Although achievable outcomes are specific to the organization measured, the
standardized expectation would be for leaders of all nonprofit organizations to perform
outcome measurement.

Research Question 2. The second research question was as follows: What are
the characteristics, behaviors, or practices nonprofit leaders believe are critical to
developing an effective nonprofit organizational performance measurement model?
Although each viewpoint had distinct differences in opinion, the three viewpoints reached
a consensus for a few key ideas. Consensus statements represent the Q sort statements
with which all three factors either agreed or disagreed. However, the source of
agreement or disagreement may be different for each factor. “Different factors may
related [sic] to different aspects of meaning in the same statement” (Webler et al., 2009,
p. 34), and researchers must examine statements within the context of the factor and not
just as isolated statements. Consensus occurred among the factors on 12 statements;
those most important and most unimportant to effective performance measurement are in
Table 7. The themes identified in the results were the overwhelming support for

performance management, outcomes measurement, and the need for funding for
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performance measurement. Further exploration of these themes will occur in detail in the
following section. This section contains a discussion of two statements from the most
important and two statements from most unimportant, as these were the statements with
an average z score above 1.0 or below -1.0.

Table 7

Most Important & Most Unimportant Consensus Statements With Array Positions

Item
no. Factor Factor Factor
Statement 1 2 3
3 A new performance measurement model should help the NPO learn and 5 4 4

improve performance — to drive internal reflection, improve mission
execution, communicate strengths and weaknesses, and enhance
adaptability.
7  An effective performance measurement model should include indicators 4 3 3
not only for organizational health and program performance, but also for
social and economic performance that give a real sense of the
organization’s outcomes and progress in meeting its vision.

9  An effective performance measurement model will select measurement 3 2 1
indicators tied to the organization’s strategic plan and internal goals.
13 Devoid in the performance measurement discussion is who will pay for 1 3 2

it. Since performance measurement is often an underfunded overhead
expense, donors who want performance data should match their
expectations with their resource commitments so that NPOs can direct
resources toward the mission.
24 NPO capacity, or lack thereof, impacts effective performance 3 1 3
measurement. A primary objective should be to enhance capacity first
so that NPO leaders have the tools to measure performance.
32  Performance measurement methods are forced upon NPO leaders -4 -4 -4
because donors do not trust NPO leaders to manage donations.
Increased funding levels raise the burden of proof, forcing leaders to be
accountable to those they serve.

36  Roughly 3,000 charities garner 60% of all revenue that comes into the -3 -2 -4
sector each year, and 20,000 garner 85%. The initial goal should be to
rate the 20,000 commanding the lion’s share of financial resources and
not burden the smaller NPOs with ill-fitted models incompatible with
their current capacity.

38 The focus of annual performance measurement is accountability, -2 -1 -1
whereas multiple times per year is focused on performance
improvement. While a blend of formative and summative assessment is
ideal — how can we expect NPOs to achieve their mission while
simultaneously conducting frequent performance measurement?

Members of the three viewpoints agreed that the purpose of performance

measurement is for performance improvement and organizational learning. Members of
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the Road Map viewpoint indicated performance measurement should help organizational
leaders learn how to improve for the sole purpose of getting better at serving
beneficiaries. In this viewpoint, performance measurement is a formative self-check for
internal purposes. Members of the Management Tool perspective viewed performance
measurement as a way to help the organization improve to communicate impact to
constituencies. Performance measurement, from this vantage point, is a check that occurs
because of resource dependencies. Members of the Weakest Link viewpoint indicated
performance measurement and improvement should occur to improve the sector as a
whole. Standardization of performance measurement will help strengthen and improve
the nonprofit sector, as the application of performance data and improvements can occur
across the sector, as evidenced by all three factors positively ranking Statement 3 (ranked
+5, +4, +4) as most important to effective organizational performance measurement.

The participants agreed that effective performance measurement should give a
real sense of an organization’s outcomes and its progress at meeting its vision.
According to Road Map participants, these measures were specific to each organization
and its leaders’ ability to achieve its mission. The measures should have an internal
driver and a focus on improving service delivery. Conversely, the Management Tool
participants accepted externally driven measures of impact and outcome achievement to
support the communication of performance data to funders and other influential
stakeholders. The preference for Weakest Link participants was standardized metrics for
measuring effectiveness, outcomes, and performance management so that performance
data were applicable sector wide. The individuals on all factors positively ranked

Statement 7 (ranked +4, +3, +3) as most important.
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According to each factor, performance measurement should be a priority for all
organizations and not just larger organizations and sector leaders. Members of Road Map
indicated leaders in all organizations should measure performance to continue fulfilling
community needs. Management Tool members supported leaders in all organizations
generating performance data to communicate outcomes to the multiple constituencies
who support the organization. Weakest Link members indicated all organizations should
have a focus on outcome because the entire sector can benefit from the realizations each
organization makes through performance measurement. The three factors disagreed with
Statement 36 (ranked -3, -2, -4), which proposed requiring the top 20% of the nonprofit
sector to measure their performance.

The individuals on the three factors did not assess accountability as the most
important purpose of performance measurement. Members of Road Map indicated the
purpose of conducting performance measurement is ultimately for the benefit of the
organization’s beneficiaries. Conversely, Management Tool participants supported the
use of performance measurement as a means for proving the organization’s legitimacy to
multiple constituencies, most importantly funding agencies. Lastly, Weakest Link
members supported conducting performance measurement to prove an organization’s
legitimacy to the nonprofit sector. The individuals on all three factors demonstrated
recognition that real-world performance measurement inherently creates opportunity for
stakeholders to react to negative performance, but they show preference for support and
guidance to make improvements rather than the imposition of punitive responses.

Statement 32 (ranked -4, -4, -4) created a strong disagreement for the three factors. This
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statement indicated the purpose of performance measurement is to hold nonprofit leaders
accountable.

One statement that did not appear on the PQMethod consensus statement report,
but that the three factors strongly reacted to, was Statement 17 (ranked -5, -3, -5).
According to Statement 17, financial efficiency is the most important performance
metric. Members of each of the perspectives rejected financial performance as the best
way to evaluate nonprofit effectiveness. However, none of the participants in the three
factors completely dismissed financial efficiency. These viewpoints indicated an
understanding that financial performance is necessary to gain a complete understanding
of an organization’s viability and health.

The three-factor solution generated distinct viewpoints titled Road Map,
Management Tool, and Weakest Link. To understand what the participants believed
were the most important factors to effective performance measurement, an exploration of
consensus statements ensued. First, the viewpoints indicated performance improvement
was the primary purpose for performance measurement. Second, performance
measurement should be specific to the organization measured. Third, leaders of all
nonprofit organizations, regardless of size or status, should conduct performance
measurement. Last, accountability was not the most important reason to conduct
performance measurement. None of the viewpoints ranked financial efficiency as a
critical performance metric.

Summary
Chapter 4 contained the results of the data collection and analysis. Q

methodology includes the use of statistical procedures to help uncover the social
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perspectives that exist about the topic under investigation. Data analysis ensued using
PQMethod 2.33 software (Schmlock, 2002), a review of questionnaire responses, and
descriptive statistics. Although commonalities exist between the factors, there is enough
difference to represent the individual views of effective nonprofit organizational
performance measurement.

The patterns identified through inverted factor analysis were the basis for
composing social perspectives (Sickler et al., 2006, p. 356). Q method analysis
uncovered a three-factor solution, with the resulting factors named Road Map,
Management Tool, and Weakest Link. The chapter included descriptions of the
participants aligned with each factor in relation to the study’s two research questions
identifying what nonprofit leaders believe about effective performance measurement in
addition to the behaviors, characteristics, and practices necessary for successful
performance measurement. The factors included unique characteristics that supported the
theoretical framework and the themes discovered during the literature review.

Eight sorts defined Factor 1, named Road Map because the individuals on this
factor viewed performance measurement as a means to help the organization improve.
Results from performance measurement provide important information and serve as a
formative tool and road map to guide improvements in serving beneficiaries and
achieving mission-based goals. Four sorts defined Factor 2, named Management Tool
because participants on this factor defined performance measurement as a tool that helps
communicate the organization’s results to external parties. Participants sharing this
viewpoint noted organizational leaders should create performance measurement with the

end-state in mind by identifying the mission-driven intended impact they seek to achieve.
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Performance management should back performance measurement. Four sorts defined
Factor 3, named Weakest Link because the individuals on this factor noted performance
measurement should be a means to help the sector improve, in that the sector is only as
strong as its weakest link.

The first research question was as follows: What do nonprofit leaders believe to
be the most important factors of effective nonprofit organizational performance
measurement? Members of each factor had differing opinions about the elements of
elements of performance measurement; however, there were some common themes
throughout the viewpoints. First, all perspectives focused on performance management.
Consistent with all three viewpoints, performance measurement cannot stand alone to be
effective. Performance measurement is a tool in the performance management system
that should help nonprofit leaders learn and improve organizational performance. The
second theme was the unfunded mandate for performance evaluation. The members with
shared viewpoints conveyed a desire for a sense of partnership with their funders, both
working in concert toward the goal of better service delivery for beneficiaries.
Characteristics of an effective performance measurement model are partnership and
shared goals. The final theme was outcome measurement. The individuals on each
factor favored outcome measurement as the most effective practice for evaluating a
nonprofit’s performance. When leaders of nonprofit organizations have a better
understanding of their outcomes and performance data, then an opportunity exists for
greater collaboration and learning, thereby increasing the sector’s collective impact.

The second research question was as follows: What are the characteristics,

behaviors, or practices nonprofit leaders believe are critical to developing an effective
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nonprofit organizational performance measurement model? Although members of each
viewpoint had distinct differences in opinion, the participants in each of the three
viewpoints reached a consensus for a few key ideas. Consensus statements represent the
Q sort statements with which members of all three factors either agreed or disagreed. To
understand what the participants believed were the most important factors to effective
performance measurement, it was necessary to explore consensus statements. Members
of the three viewpoints reached consensus for some key ideas, four of which appeared in
detail. First, the members of the viewpoints rated performance improvement as the
primary purpose for performance measurement. Second, performance measurement
should be specific to the organization measured. Third, leaders of all nonprofit
organizations, regardless of size or status, should conduct performance measurement.
Last, accountability was not the most important reason to conduct performance
measurement. None of the viewpoints ranked financial efficiency as a critical
performance metric.

Chapter 5 contains a discussion of the limitations, results, and conclusions of the
study. The chapter also includes recommendations for nonprofit leaders and funding

agencies. The chapter concludes with a discussion of implications for future research.
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Chapter 5
Conclusion and Recommendations

Leaders in the nonprofit sector do not agree on how to evaluate nonprofit
organizational performance most effectively or on how to define organizational
effectiveness (Lecy et al., n.d.). Nonprofit organizations are subject to many stakeholders
who often have conflicting expectations (Moore, 2003). These stakeholders include
upstream customers, the donors who make NPO work possible, and downstream
customers, the clients and recipients of the social benefit produced by nonprofit
organizations. Nonprofit organizational evaluation (a) serves to appease funders for their
informational purposes rather than for nonprofit organization’s performance
improvement; (b) is defined and framed differently depending on the source, which
creates an inconsistent definition of organizational effectiveness; and (¢) is rarely used to
change behavior or inspire organizational learning (Ebrahim, 2005). The greatest
challenge is finding a balance among upward accountability to donors, meeting the needs
of employees, and making positive change in organizational practices (Ebrahim, 2005).

Many concepts exist for how to define and measure nonprofit organizational
performance and effectiveness. However, disagreement about to whom nonprofit
organizations should be accountable, for what reasons, and how to evaluate nonprofit
organizations has resulted in many conceptual and theoretical frameworks for NPO
evaluation but little agreement among them (Benjamin, 2008). The centrality of
organizational effectiveness in nonprofit organizational performance is generally agreed
upon; however, little agreement exists on the definition, measurement, and constitution of

effectiveness (Lecy et al., n.d.). Each new construction of nonprofit performance affects
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how funders provide resources and contrive expectations, which leaves nonprofit
organizations and their leaders in a continual tug-of-war between whose definition and
method to implement and what is the best path toward productive evaluation. Although
discourse regarding the need for changes and proposed replacement models is ample,
little consensus exists within the field on why, what, and how to evaluate while
maximizing nonprofit organizational performance, outcomes, and mission achievement.

The general problem guiding this study was that many theoretical models exist
that offer different perspectives on nonprofit organizational performance measurement;
however, few have been tested or agreed upon or have received notable recognition or
adoption within the sector. The specific problem is that a lack of understanding of the
subjective opinions held by nonprofit leaders regarding nonprofit organizational
performance measurement creates difficulty in designing a widely applicable model that
addresses differences in opinion. This lack of understanding might be the reason for the
development of multiple unimplemented models. Those leading the shift in these
performance expectations and measurement systems must identify the difference in
opinions before achieving any consensus or compromise in the creation of a new
performance measurement model to guide and assess the sector’s performance.

The purpose of the Q methodology study was to identify and collect the
subjective perspectives of nonprofit leaders in the United States concerning effective
organizational performance measurement practices. Q methodology involves systematic
analysis of human subjectivity about a topic of study (McKeown & Thomas, 2013). The
intent was to identify patterns of beliefs among nonprofit leaders. A chain referral

sample of nonprofit leaders who have experience in nonprofit management and
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performance measurement helped to clarify the vast amount of information related to
nonprofit organizational performance measurement. From their subjective perspectives,
participants identified the most important purpose, content, and process elements of an
effective nonprofit organizational performance measurement model.

The study involved collecting the beliefs held by 22 nonprofit leaders, targeting
those with experience in nonprofit management and performance measurement within the
United States. The research questions for the Q methodology study were as follows:

RQ1: What do nonprofit leaders believe to be the most important elements of
effective nonprofit organizational performance measurement?

RQ2: What are the characteristics, behaviors, or practices nonprofit leaders
believe are critical to developing an effective nonprofit organizational performance
measurement model?

Q methodology includes three main sets of statistical procedures: correlation,
factor analysis, and factor score computation (McKeown & Thomas, 2013). Participants
bestowed subjective meaning to the Q-set, which was a sample of statements about
performance measurement correlated between participant profiles for similar viewpoints
(van Exel & de Graaf, 2005). Analysis uncovered patterns from individual responses
composed into social perspectives (Sickler et al., 2006). Q sorts represent modeled
viewpoints from which data analysis ensued. Chapter 5 includes conclusions based upon
the summary of results, limitations of the study, recommendations, significance of the

research to leadership, and future implications concerning theory, practice, and research.
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Summary of the Study

A sample of 22 nonprofit leaders in the United States who have experience in
nonprofit management and performance measurement comprised the sample of this Q
methodology study. For the purposes of the study, nonprofit leaders were (a) academic
experts who had published within the field in the past 5 years or (b) professionals with 5
or more years of leadership experience within the field. Professionals included nonprofit
senior managers, evaluators, grantors and funders, consultants, and watchdog agency
leaders.

Participants read and rank ordered 42 Q sample statements from those statements
they believed were most unimportant to those they believed were most important to
effective nonprofit performance measurement. After participants completed the Q sort
exercise, they completed the postsort questionnaire, which included questions about the
exercise in addition to demographic information. Data analysis involved PQMethod 2.33
software (Schmlock, 2002), a review of questionnaire responses, and descriptive
statistics. Follow-up interviews took place to gain clarity of the viewpoints.

Several test rotations revealed a three-factor solution was the best solution.
Sixteen of the 22 sorts loaded significantly on only one of the three factors. Factor 1 had
eight significant sorts, whereas Factors 2 and 3 both had four significant sorts. Four sorts
were confounded and two sorts were not significant. Researchers consider very high
loading on only one factor pure, but consider loading on more than one factor
confounded, which represents a hybrid perspective (Giannoulis et al., 2010). The study
did not involve using confounded sorts as defining sorts for the factors. Nonsignificant

sorts do not achieve a significant load and are those that are not similar to any of the
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resulting perspectives (Webler et al., 2009). More details about the data analysis
appeared in Chapter 4.

Eight sorts defined Factor 1, named Road Map. The individuals on this factor
described performance measurement as a means to improve the organization and
stimulate learning. Performance results provide important information, serving as a
formative tool and road map to guide improvement. For the Road Map participants, the
desire is to better serve their beneficiaries and achieve mission-based goals. Four sorts
defined Factor 2, named Management Tool. This factor defined performance
measurement as a tool that helps communicate the organization’s results to stakeholders.
For Management Tool participants, resource dependencies and institutionalized
expectations greatly influence their opinion and understanding of performance
measurement. Four sorts also defined Factor 3, named Weakest Link. The individuals
loading on this factor expressed that performance measurement should be a means to help
the sector improve, in that the sector is only as strong as its weakest link. The
performance improvements made by nonprofit leaders will generate insights and
innovations that will be necessary to improve collective impact.

All three viewpoints, Road Map, Management Tool, and Weakest Link, reflected
the belief that the purpose of performance measurement is for performance improvement
and organizational learning. Members of the Road Map perspective believed that
performance measurement should help the organization learn how to improve for the sole
purpose of getting better at serving beneficiaries. In this viewpoint, performance
measurement is a formative self-check for internal purposes. Members of the

Management Tool perspective viewed performance measurement as a way to help the
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organization improve for communicating impact to constituencies. Performance
measurement, from this vantage point, is a check that occurs because of resource
dependencies to fulfill donor expectations for performance data reporting. Members of
the Weakest Link perspective believed performance measurement and improvement
should occur to improve the sector as a whole. Standardization of performance
measurement will help the sector to learn and grow, as performance data and
improvements can apply across the sector.

Participants from all three perspectives agreed effective performance
measurement should give a real sense of an organization’s outcomes and its progress at
meeting its vision. Members of the Road Map perspective defined these measures as
specific to each organization and its ability to achieve its mission. Additionally, the
measures should be internally driven and focused on improving service delivery.
Conversely, participants who shared the Management Tool viewpoint accepted externally
driven measures of impact and outcome achievement to communicate performance data
to funders and other influential stakeholders. Members of the Weakest Link perspective
preferred standardized metrics for measuring effectiveness, outcomes, and performance
management so that performance data were applicable sector wide.

The individuals who shared each factor believed performance measurement
should be a priority for all organizations and not just larger organizations and sector
leaders. In accordance with the Road Map viewpoint, leaders of all organizations should
measure performance to continue fulfilling community needs. Participants who shared
the Management Tool perspective thought all organizations should generate performance

data to communicate outcomes to the multiple constituencies who supported the
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organization. Participants who shared the Weakest Link viewpoint reasoned that all
organizational leaders should have an outcome focus because the entire sector can benefit
from the realizations each organization makes through performance measurement.

The three factors do not reflect a belief that accountability is the most important
purpose of performance measurement. The Road Map participants’ viewpoint was that
the purpose of conducting performance measurement is ultimately for the benefit of an
organization’s beneficiaries. Conversely, for Management Tool participants,
performance measurement data are a means for proving an organization’s legitimacy to
multiple constituencies, most importantly funding agencies. Lastly, the Weakest Link
participants’ perspective included the belief that performance measurement helps to
prove an organization’s legitimacy to the nonprofit sector. Participants from all three
perspectives understood that in the real world, performance measurement inherently
creates opportunity for stakeholders to react to negative performance, but they desire
support and guidance to make improvements rather than to impose punitive responses.

The three viewpoints emanating from this study reflected nonprofit leaders’
acknowledgment that their organizations are part of an open system, and their actions are
part of a larger system or network of actors. Further, the viewpoints identified issues and
gaps within the system with the specific goals to address these social issues. Through
their viewpoints, the participants demonstrated a desire for new standards and
expectations for their nonprofit organization’s performance and noted the current
institutionalized standards and expectations do not serve the best interest of mission
effectiveness. Finally, through the viewpoints, participants revealed the upward and

downward resource dependencies nonprofit organizations are accountable to, the desire
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for increased collaboration, and the need for a new construction of nonprofit
organizational effectiveness and performance expectations.

Each of the perspectives rejected financial performance as the best way to
evaluate nonprofit effectiveness. However, none of the participants in the three factors
completely dismissed financial efficiency. The participants understood financial
performance is necessary to gain a complete understanding of an organization’s viability
and health.

Discussion of Results

Discovered in this study on nonprofit leader opinions was the acknowledgment of
a broken system of nonprofit organizational performance expectations and performance
measurement. Insights from the nonprofit leaders revealed the characteristics of a new
system for generating meaningful nonprofit performance data. The system envisioned in
the viewpoints could strengthen performance management through outcome
measurement. The participants believe such changes could promote organizational
learning, inspire collaboration and partnership with funders, while including beneficiaries
and their feedback. Through each viewpoint, participants exhibited different opinions
about the elements of performance measurement, but there were some common themes
throughout the viewpoints. Three themes identified in the viewpoints were the need for
performance management systems, the unfunded mandate for performance measurement,
and the desire to use outcome measurement to measure nonprofit effectiveness.

Nonprofit organizations are social systems dependent upon external resources for
survival (Scott & Davis, 2007). External influence and pressure threaten autonomy and

demand conformity to and institutionalization of external standards and norms (Worth,
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2009). The standards and definitions of effectiveness, impact, and performance are
dynamic, subjective social constructions (Herman & Renz, 1997) that help to explain the
ongoing dialogue regarding how to evaluate nonprofit organizational performance most
effectively. The viewpoints uncovered in Chapter 4 were reflective of the open systems
these nonprofit leaders operated within and demonstrated awareness of the effect of their
socially created and institutionalized resource dependencies. The three viewpoints
identified in this study demonstrated an understanding that their nonprofit organizations
are part of a larger network in which not all forces are under their control.

Resource dependence theory helps explain the external demand for accountability
and performance measurement in the nonprofit sector (Worth, 2009). Most nonprofit
leaders desire independence for their organization to tackle the problems their mission
was created to tackle, but this becomes hindered by their resource dependencies (Pratt,
2007). Institutional theory accounts for nonprofit leaders adopting external standards and
expectations and the tendency for organizational leaders to assimilate and adhere to
external standards and norms (Worth, 2009). Dependence creates the need to
demonstrate responsiveness and incentive to devote more time and attention to some
stakeholders rather than to others, especially when catering to an external governance
agenda that often consumes a disproportionate amount of time and resources (LeRoux,
2009). The Road Map, Management Tool, and Weakest Link perspectives were mindful
of their resource dependencies and expressed the desire and need for a balanced
partnership with funders. An ideal partnership would help fund evaluation expenses and

enable nonprofit leaders to build performance management systems.
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The three perspectives focused on performance management as the complete
solution, with performance measurement as a singular part of increasing organizational
effectiveness. The Road Map, Management Tool, and Weakest Link viewpoints
demonstrated that performance measurement cannot stand alone but rather must be a part
of a performance management system. A performance management system should help
organizational leaders learn and improve performance. Performance management is the
larger system for generating effective performance, with performance measurement being
one of the system’s practices.

Performance measurement for Road Map Leaders. The Road Map
perspective defines effective performance measurement as a mission-based, community-
focused, and formative evaluation model. This model would be organization specific and
inform performance improvements specifically targeted for goal attainment. For members
of Road Map, the primary focus is meeting community needs. Inclusion of feedback from
downward constituencies is critical to this process. While this model is largely an internal
exercise conducted by the organization’s members, these leaders welcome external input
to prevent bias from skewing results and maintaining status quo. Ideally performance
measurement data would generate organizational learning, innovation, and adaption to
meet ever-changing community needs.

To implement such a model, numerous considerations would need to be made.
First, organizations adopting this model would need to select funding partners with
closely aligned goals. Although nonprofit leaders will never eliminate resource
dependencies, they can minimize the power dynamic by selecting funders with truly

complementary goals. This means nonprofit leaders will have to decline funding from
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some donors, including funders who pull the organization away from the mission-based
goals.

Funder relationships should be a partnership with complementary rather than
competing goals. Funding must be available as part of existing revenue streams and with
all new monies so that nonprofit organizations can build performance management
systems and improve performance evaluation. Ideal partners will view administrative
costs as necessary to produce good outcomes. Partnership will be critical for shifting
performance and funding expectations. Nonprofit leaders will need to educate their
communities about the true costs associated with producing impact and help them to
understand how damaging the focus on overhead is for their organizations.

Further, nonprofit leaders would need to develop a performance culture within
their organizations. Cultural changes that are driving mission effectiveness will not be
enough to change the internal practices of individual nonprofit organizations. Nonprofit
leaders will need to embrace the exciting and humbling experience of transforming their
organizations from program-based thinking to a social change orientation (Wellar, 2012).
Some nonprofit leaders will resist making this change, which will threaten their
organizations’ relevance and continued existence. Rather than fighting to maintain the
status quo, nonprofit leaders should embrace and lead the sector’s transformation.
Funders should help incentivize the change rather than discourage organizational leaders
from avoiding the risk.

Performance measurement for Management Tool leaders. The Management
Tool perspective defines effective performance measurement as a performance

management tool that enables evidence-based decision-making. Such a model would

167



focus on the desired end-state, promote performance improvement, and help the
organization attain mission-driven intended impact. Strategic goals should be created in
concert with upward constituencies, namely prominent funders. This relationship would
be collaborative, with funding agencies serving as mentors and partners for goal
attainment. Performance data would be used to communicate the organization’s social
impact and would help to prove the organization’s legitimacy to stakeholders.
Performance metrics would be organization specific and outcome measurement would be
the primary method for collecting and communicating performance data.

Hamel and Prahalad (1989) described strategic intent as the objectives and
behaviors an organization will define and execute to become an industry leader, including
the active management process that defines success, motivates employees through shared
vision, allows for innovation, and evolves over time. Nonprofit leaders need to create a
strategic clarity that drives every facet of the organization, from marketing to accounting,
from resource expenditures to staffing decisions, and so forth, which often might involve
making substantial changes, including ending programs or services or reorganizing the
organization to achieve the organization’s strategic intent.

To implement the Road Map model, nonprofits would need to partner with
funders committed to advancing mission progress. Funders with incongruent or
competing goals would prevent this model from succeeding. Consideration would also
need to be made for funding partner performance data reporting expectations. Funders
should be mindful of the data they require and ensure that metrics do not place focus
away from strategic intent. In turn, funding partners would need to make additional

funding available to make this process achievable. The primary focus would be to create
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a larger performance management structure to help nonprofit leaders inform performance
improvement and meet upward constituency performance expectations.

Performance measurement for Weakest Link leaders. The Weakest Link
perspective defines effective performance measurement as a standardized process to
communicate the sector’s collective impact as well as individual organization
performance, in which all nonprofit organizations would be expected to participate. This
model would focus on service delivery improvement, improved resource allocation, and
promoting organizational learning. Because of this focus, the model presented by
Weakest Link would balance both upward and downward accountabilities. The
standardized expectation would be for nonprofit organizations to measure mission-based
outcomes as part of a larger performance management structure. Ideally, this model
would create comparative data to hold nonprofit leaders accountable for performance
monitoring and improvement.

To implement such a model, the expectation would need to be set for all nonprofit
organizations to comply with this standardized process. Likely government legislation
would be required. Without a mandate to participate requests alone would likely fail to
gain sector-wide traction. Where the models proposed by Road Map and Management
Tool were organization specific and easily adopted by organization leaders, the model
proposed by Weakest Link would require greater dialogue regarding how to implement
this model and who would be responsible for regulating and monitoring compliance,
defining penalties for noncompliance, and a mechanism for reporting and comparing
performance data. An unbiased, nongovernmental, third party such as a charity watchdog

agency could be enlisted for this process.
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Commonalities and implementation considerations. Subjectivity influences
the conceptualization of organizational effectiveness, which is not a stable or definite
construct as new interactions influence the individual’s understanding and definition of
the construct. The accepted nonprofit effectiveness construct places ample attention on
overhead ratios. Many nonprofit leaders and thought leaders reject overhead, yet this has
not lost traction with donors and the media to the extent it has within the sector
(Mittendorf, 2013).

The leaders in this study agreed that financial efficiency, also referred to as
overhead, is an ineffective metric for mission effectiveness. The leaders attributed most
of the necessary management and infrastructure investments that would improve mission
effectiveness to overhead. Minimizing overhead creates a deficit in the ability to deliver
superior service to constituents (Goggins-Greggory & Howard, 2009). Organizational
leaders underspending on overhead or underreporting expenses create unrealistic
expectations of the true operational cost of outcomes, which is a harmful practice called
the nonprofit starvation cycle that has led to unrealistic funder expectations (Goggins-
Greggory & Howard, 2009).

When most funding agendas do not include basic operational and infrastructure
funding, it becomes clear why the leaders of most nonprofit organizations minimally or
ineffectively practice performance measurement. Performance measurement, let alone
creating a performance measurement system, is a luxury that underfunded organizations
cannot afford. In June 2013, the presidents of the leading charity watchdog agencies
issued a joint letter titled The Overhead Myth calling for an end to using overhead ratios

as a sole indicator of nonprofit effectiveness (Taylor, Harold, & Berger, 2013). This
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letter explained that “...sow money is spent is often not a very reliable indicator of the
outcomes achieved by the nonprofit” (Larkin, 2013, para. 14). This is a good start in the
right direction toward effective performance measurement. However, additional donor
education and funding, specifically for performance measurement or generally as
increased levels of general operating funding, is necessary for the performance
measurement models envisioned by the study’s three perspectives to become widely
accepted and regularly practiced.

Members of the three viewpoints expressed how funders expect performance data
as a condition of the funding, yet few grantors include funding for administrative and
evaluation purposes. The participants conveyed a desire for a sense of partnership with
their funders, both working in concert to provide better service delivery for beneficiaries.
Characteristics of an effective performance measurement model are partnership and
shared goals.

Partnership with funding agencies would be an appropriate place to start in
creating a mission-based performance management system. Such a system would include
upward and downward dependencies in the system’s creation and ongoing use. This
system would promote organizational learning through feedback loops and could help to
measure and improve organizational outcomes. Without funding partner mentorship and
financial support this would be an impossible undertaking for most resource strapped
nonprofit organizations. Economic challenges often present an impetus for nonprofit
leaders to accept all funding, despite the potential for mission creep or inconvenient
expectations and demands. A long-term funding strategy will help leaders determine what

type of funding relationships are most suitable for the organization, in addition to
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identifying those resource dependencies the organization should avoid. Increased
collaboration between funders to determine duplication in funding agendas would help
minimize redundant funding, as well as redirect funding to issues that are systematically
ignored (Sherry, 2013).

The Road Map, Management Tool, and Weakest Link perspectives desired
organizational-specific measures linking concretely to the mission rather than ill-fitting
and vague standardized metrics to evaluate nonprofit organizational performance. The
factors favored outcome measurement as the most effective practice for evaluating a
nonprofit’s performance. When leaders of nonprofit organizations have a better
understanding of their outcomes and performance data, then there is opportunity for
greater collaboration, learning, and increasing the sector’s collective impact.

Nonprofit leaders are increasingly ready to make the change to a different focus
for performance measurement and reporting. Discovered in the viewpoints identified in
this study, nonprofit leaders desire a new definition based upon outcomes and social
impact. Members of Road Map, Management Tool, and Weakest Link preferred
outcome measurement as a means to assess and improve performance. The participants’
viewpoints indicated an eagerness to change the expectations and dynamics to a system
that will enable impact rather than stifle it.

Members of Road Map, Management Tool, and Weakest Link agreed that the
purpose of performance measurement is performance improvement. For performance
improvement to occur, there must be a feedback mechanism that informs organizational
learning. In open systems, feedback is critical to sustenance and growth, and

measurement is an essential method for feedback collection. However, feedback differs
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from measurement in that feedback is life-sustaining, contextual, dynamic, and self-
generated (Wheatley & Kellner-Rogers, 1999). Measurement tends to be rigid and static,
whereas feedback is dynamic and adaptive, which is more suitable for addressing the
challenges of the current climate.

The accepted system is largely activity driven rather than results oriented, and
investments have essentially made services available opposed to driving change (Berger,
Penna, & Goldberg, 2010). The shift to organization-specific outcome measurement will
require nonprofit leaders to define the value of their organization’s work and then
determine a way to measure the value created (Berger et al., 2010). Still, the proposed
shift is untested, and its acceptance and potential for success are unknown (Schambra,
2013b).

The performance measurement models envisioned by Road Map, Management
Tool, and Weakest Link leaders would help to differentiate effective nonprofit
organizations from their underperforming peers. These models would generate
performance data that could help to minimize competition for scarce resources, prevent
duplication of services, and lead to an increase in scale for those programs and services
that have proven successful. Additionally, outcome data could continually drive
performance improvements, drive higher standards for service delivery, and generate
greater levels of social impact.

Organizational leaders must be bold enough to assess their competencies and
weaknesses honestly, abandon the status quo, maintain focus on strategic intent, eliminate
distractions, and diversify revenue streams (Edgington, 2010). Often more

uncomfortable, leaders must also demand a working and financially invested board of
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directors, fire underperforming staff, be candid about the true cost of outcomes, and
commit to boldness and impact rather than mediocrity (Edgington, 2010). As evidenced
in the study’s viewpoints, nonprofit leaders must focus on outcomes and not activities.
Managing performance is a cyclical process that requires definition, measurement,
learning, and improvement (Tierney & Steele, 2011). The process will require
challenging assumptions, finding ways to collect data from the front lines of the
organization and from beneficiaries, and ensuring every member of the organization has
the same focus and drive for the strategic intent (O’Donovan & Rimland-Flower, 2013).

The exciting part about the shift toward outcome and impact measurement is that
these metrics are the point where quantitative and qualitative converge. Outcome and
impact measurement can satisfy all donor types; the segmentation of the donor types and
the presentation of the information are important. After creating a mission-based
performance culture, implementing a performance management system, and collecting
performance data, organizational leaders would be remiss not to spend the extra time to
communicate results. Nonprofit leaders will need to create the message of their outcomes
and impact within the community. A shift from the overhead definition of effectiveness
would better allow nonprofit leaders to spend on marketing and advertising to
communicate results.

Morino (2011) explained the shift to outcome measurement will require funders
to think big and help drive nonprofit mission effectiveness rather than solely require
occasional performance data that do little to help leaders of nonprofit organizations
achieve their goals. Funders and watchdog agencies must be advocates for meaningful

dialogue, eliminate reporting expectations that generate meaningless data, and ensure
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performance management and measurement tools will help leaders of nonprofit
organizations create social value (Berger, 2013).

Effective collaboration will require shared responsibility from both nonprofit
organizations and funders. Leaders of nonprofit organizations will need the resources to
achieve their goals, productive working relationships based upon strategic clarity, and
conditions enabling organizational learning and improvement (Tierney & Steele, 2011).
The partnership must allow for the learning that occurs from failures so that nonprofit
organizations will try different ways to achieve their intended impact.

For many nonprofit organizations the bigger problem is a need to develop a
performance management culture and most nonprofit organizations identify leadership
development as their most glaring organizational challenge (Bibb-Binder & Kramer,
2013). Investments in infrastructure and leadership development will further drive social
impact. Mentorship and collaboration from funders will be vital to facilitating the shift to
outcome and impact measurement. Leadership development must be an iterative process
with opportunities to plan, learn, measure, and adjust. Developing this monumental
change will requires more than a single annual gift, but rather a longer term commitment
to mission achievement (Bibb-Binder & Kramer, 2013).

Significance of the Study for leadership

Nonprofit leaders must take an active role in creating a culture of performance
management that facilitates performance measurement and performance improvements if
they are to advance the mission of the organizations they lead. Performance
measurement is one of the most critical practices of an organization to determine and

expose value creation and destruction, and as such, organizational leaders must make
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measurement leadership a fundamental part of their jobs (Spitzer, 2007). Performance
management was the top priority for the participants in the study. Above all else, these
nonprofit leaders believed performance management is most important to effective
performance measurement.

Lack of focus on performance is a sector-wide problem. Failure to manage to
outcomes reduces the sector’s collective impact (Morino, 2011, p. 1). Focus on
performance metrics is important, because what leaders measure is what ends up being
managed (Bladt & Filbin, 2013). Assessment will help nonprofit leaders to “identify
successes and opportunities for improvement; jump-start a change initiative or energize
current initiatives; energize the workforce; focus the organization on common goals;
assess [the] organization’s performance against the competition; align . . . resources with
. . . strategic objectives; [and] deliver world-class results” (National Institute of Standards
and Technology, 2010, para. 5).

For nonprofit organizations, this change is unavoidable. Access to information,
increased demand for transparency and accountability, and added competition have
catapulted nonprofit performance to the forefront. Driving the need for assessment are
demands for mission effectiveness and the rise of impact investing, where investors
donate based upon rate of return and social impact (Morino, 2011). The challenge is to
not be stuck on performance measurement as the end goal, but rather to formulate it as a
tool in a greater performance management system that helps nonprofit leaders provide
increasingly improved service (Morino, 2011). As identified by the study’s participants,

financial efficiency will no longer suffice as a metric for organizational effectiveness.
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The rise of the digital information age “has left organizational leaders with a real
problem, since the trusted, traditional approach to strategic planning is based on
assumptions that no longer hold. The static strategic plan is dead” (O’Donovan &
Rimland-Flower, 2013, para. 7). Instead, nonprofit leaders should focus on the
organization’s strategic intent. Strategic intent begins with the organizational mission
and the greater impact the organization seeks to have for beneficiaries. Leaders need to
be bold, set ambitious goals based upon the long-term vision, and then work backward to
enable the organization to meet that vision (Govindarajan, 2012). Well-developed and
poorly implemented strategic plans often remain in a forgotten binder on a dusty shelf.
These static plans will no longer be sufficient. Leaders need to drive flexibility and
adaptability and incorporate organizational feedback and tools that will achieve each
milestone in the path toward mission accomplishment. After the definition of strategic
intent is clear, implementing outcome measurement will become a less arduous task.

Superior performance does not happen spontaneously, and, if it occurs by
accident, it is hard to replicate. Measuring inputs and outputs helps nonprofit leaders to
realize the need to measure outcomes. With practice, active effort, and diligence,
nonprofit leaders can effectively implement outcome measurement that will lead to
nonprofit organizations being better able to communicate their impact. Performance
measurement must be part of a broader performance management system informed by the
organization’s strategic intent, the mission, and the social problems the organizational
leaders seek to address.

The perspectives collected in this study identified the characteristics of three

unique performance measurement models in addition to some common performance
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measurement characteristics. These commonly agreed upon characteristics could help to
reinvent a performance measurement model. The characteristics of effective performance
measurement identified in this study could be the starting point for broader creation and
implementation throughout the sector. Further, these models are likely to appeal to the
nonprofit leaders responsible for implementation of a new measurement system.

Caution is necessary during the shift toward intended impact and outcome
measurement. Many of those engaged in the performance measurement dialogue have
considered measuring impact as being elusive or too difficult for most nonprofit
organizations to manage. Discussion and experimentation have led to the belief that
measuring organizational outcomes offers nonprofit leaders a means to document impact
(Miller-McLemore, 2012), which the opinions expressed in this study further supported,
demonstrating preference for outcome measurement.

Recommendations to Nonprofit Leaders

Although there were differences in viewpoints identified in this study, the
commonly identified elements of effective performance measurement would be a smart
place for nonprofit leaders to use as a starting point for leading the change within their
organizations. Leaders of an organization must first determine the organization’s
intended impact. Intended impact defines “what the organization is trying to achieve and
will hold itself accountable for within some manageable period of time. It identifies both
the benefits the organization seeks to provide and the beneficiaries” (Colby, Stone &
Carttar, 2004, para. 9). Shifting focus to intended impact driven by theories of change is
an iterative process that should start with open-ended questions to help organizational

leaders determine which activities and beliefs are most important to mission effectiveness
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(Colby et al., 2004). Efforts to achieve strategic clarity can be messy and contentious
because it is an exercise in changing the organizational culture (Morino, 2011). This
process will also help leaders identify their organization’s baseline and establish a
timeline to achieve milestones (Axelrod, 2013).

Members of Road Map stressed the importance of nonprofit leaders using
performance data to guide, strengthen, and improve nonprofit organizations but also
showed awareness that not all organizations have the same baseline capacity. For
evaluation practices to thrive, organizational leaders must first build the capacity to bring
discipline, structure, and process (Kramer & Stid, n.d.). Funders should fund
performance management training and infrastructure as their investment in the grantee’s
mission and subsequent mission effectiveness.

The participants of the Management Tool perspective highlighted the importance
of including stakeholders when developing an organization’s intended impact. Far too
often a critical voice is left out in the assessment process. More often than not, nonprofit
leaders do not consult with beneficiaries during the evaluation of the programs and
services they receive. This is not a revolutionary concept; leaders in the corporate sector
have created, tested, and perfected many systems to collect and analyze consumer
feedback effectively (Birdsong & Ni, 2012). Members of Road Map stressed the
importance of including beneficiaries in the performance measurement process so that the
most critical feedback is collected. Nonprofit leaders learn the most important
performance improvements from those beneficiaries who are rarely asked (Crawford,
2013). Incorporating beneficiary feedback can further reduce the imbalanced power

dynamic between nonprofit organizations and funders and provide critical insights
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grounded in the daily experiences of those the programs exist to serve (Twersky,
Buchanan, & Threlfall, 2013).

There are many reasons to omit beneficiaries’ voice, including the expense, the
difficulty in gathering responses or recruiting participation, and the fear of what they
might say (Twersky et al., 2013). No matter the reasons for avoiding beneficiary
feedback, within a new performance management system, this needs to be the most
sought out source of feedback. Leaders of nonprofit organizations must invest in the
tools and systems that will allow beneficiary feedback to be a much easier and effective
source of performance data. These leading indicators

are important because they allow decision makers to make improvements while

the program is under way, rather than waiting until after negative outcomes . . . to

make adjustments. Beneficiary feedback isn’t just the right thing to do; it’s the

smart thing to do. (Twersky et al., 2013, p. 45)

The members of the Weakest Link factor highlighted the shift toward impact
measurement and organizational learning as an opportunity to enhance and increase the
sector’s collective impact capability. Measures of nonprofit performance must account
for the social benefit that nonprofit organizations generate collectively (Rosenman,
2013). If the performance management system includes collective impact, nonprofit
leaders will be more likely to create a broader culture of learning, share good practices,
collaborate with other NPOs, and influence peers to multiply the collective impact
(Smith-Milway & Goggins-Gregory, 2013). As organizations within an open system, the
future will require networked systems that communicate and work toward greater

effectiveness collectively (McCambridge, 2012a).
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For a sector driven by inspiration and vision of a better world, passion drives the
actions of many nonprofit leaders and their organizations, rather than the analytical
mechanisms that drive productivity and effectiveness (Kramer & Stid, n.d.). Focus on
outcomes and social impact is where quantitative meets qualitative, where passion
intersects with measurement, and would prime the sector for reporting data from which
most stakeholders would gladly receive and benefit.

The leaders in this study elevated performance improvement as the ultimate goal
for performance measurement. Measurement is not an end in itself, but rather should
support an organization’s need for quality feedback. Feedback enables organizational
learning. Organizational learning prevents inertia and prevents people from getting set in
their ways. Trust and a belief that punitive action will not ensue from imperfect results
must also exist so that nonprofit leaders feel encouraged to prioritize feedback and share
results. When feedback receives the utmost priority in the nonprofit sector, then the
leaders will build the appropriate capacities, implement performance management
systems, include beneficiaries and elevate their status, measure outcomes and impact, and
amplify collective impact.

Becoming an effective organization essentially equates to continuous
improvement and outcome achievement. No matter the organization’s status, strengths,
or weaknesses, a purposeful and holistic effort to manage performance and encourage
organizational learning will be worthwhile for employees, volunteers, and beneficiaries
alike (Kramer & Stid, n.d.). The three perspectives uncovered in this study provide three

descriptions of effective performance measurement models that would be a smart starting
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point for nonprofit leaders to shape their organizations’ performance management
system.
Limitations of the Study

At the time of this study the body of research had gaps in the identification of
nonprofit leaders’ viewpoints of effective nonprofit organizational performance
measurement. Uncovering these perspectives of the topic helped to fill in part of the
research gap. There were several limitations within the study, as presented in this
section.

In this study, for the purposes of identification and selection, the population of
nonprofit leaders met certain criteria, and those leaders who the researcher contacted and
who agreed to participate further limited the study. Although the sample was small, was
purposive, and might not have been broadly applicable to individuals with different
experiences (Akhtar-Danesh et al., 2008), the goal of this Q methodology study was to
identify different patterns of thought rather than the numerical distribution within a larger
population (Akhtar-Danesh et al., 2009).

Time was another limitation, as those leaders who had time to share at the time of
the research participated and those with busier schedules were unable to participate.
Those leaders who were busier or unsolicited for participation might have had differing
opinions than those who contributed to the results. As it would have been cost and time
prohibitive to study the entire population, a limitation of the study population was the
inclusion of a portion of the population that was accessible and available to the researcher
(Cooper & Schindler, 2008). Further research with different recruitment methods could

improve upon this limitation.
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A limitation of the study was participant response to the statement deck and the
questionnaire. Some participants stated the language used or ideas presented were
confusing or unclear. Others expressed that the exercise was more difficult than they had
originally anticipated. Further, participants might not have understood the instructions or
had minimal knowledge of the topic, despite their position. Participants might have felt a
sense of incompetence, experiencing difficulty completing the exercise or representing
their viewpoint. The definitions of validity and reliability are different in Q methodology
because the expressed perspective derived from the participant’s viewpoint rather than
the researcher’s external standpoint (S. R. Brown, 1980; Hathcoat & Montgomery, 2010).
Validity is only an issue when participants genuinely fail to represent their own
perspective (Choi, 2010; Hathcoat & Montgomery, 2010).

Another limitation was the design of the study, in that mailing the Q sort materials
and relying on e-mail and phone interviews minimized the interaction between the
researcher and the participants. Completing the Q sort and conducting the postsort
interview in person might have reduced some of the confusion. Conducting the exercise
in person would have allowed for a richer dialogue and a richer understanding of the
participants’ viewpoints. Incorporating face-to-face appointments that dedicated a block
of time for the Q sort and interview might have helped to avoid possible distractions that
might have occurred during the independent sorts. The degree of honesty of participant
responses to the survey was a limitation. Despite reassurances of confidentiality, some
participants might have feared being too honest or revealing of their true opinions about

performance measurement.
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Researcher bias in the selection of Q-statements from the literature review
research might have been another limitation of the study. Bias might be a limitation
because the bias might reflect a researcher’s interests rather than providing a complete
sample from the concourse (McKeown & Thomas, 2013). The systematically
constructed structured sample of statements explained in greater detail in Chapter 3
reduced or mitigated this bias. These limitations might have prevented the generalization
of results, but the findings of the study are still pertinent to understanding nonprofit
leaders’ perceptions of effective nonprofit organizational performance measurement.
Directions for Future Research

Effectiveness, performance management, and performance measurement are not
new topics within the nonprofit sector, but political, cultural, and economic changes are
driving these topics to greater prominence. The changes are driving the need for further
study of the opinions of nonprofit leaders because they are the change agents within
nonprofit organizations. Five possibilities for future research follow.

One option is to replicate and improve this study by clarifying and simplifying the
language used in the Q-set. A future researcher could simplify the Q-set and replicate the
study. The replicated study might include different viewpoints based upon the change in
language as well as the individuals recruited.

A second possibility is that it may be beneficial to determine if viewpoints are
contingent upon nonprofit leaders’ sector roles. A researcher could replicate the study
and only change the target for recruitment. A researcher could also repeat the study and
target participants based upon their specific role (e.g., executive director, foundation

official, consultant) in the sector rather than include all roles within the participant group.
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A third option is to replicate this study and target nonprofit leaders based upon
their National Taxonomy of Exempt Entities classifications. Viewpoints may differ
drastically based upon the difference in mission-based activities. Creating a standardized
performance measurement model may be more possible if based upon National
Taxonomy of Exempt Entities classifications.

The forth possibility for future research would be to determine whether gender
plays a significant role in which viewpoint a person identifies with. While the study had a
small population sample and is not generalizable, two of the three factors were
predominately one gender or the other. Factor 2 was composed of three men and one
woman. Conversely, factor 3 was composed of three women and one man. A researcher
could design a future study to account for gender differences and identify whether gender
plays a role in nonprofit leader opinions about effective performance measurement.

The final possibility for future research is to conduct survey of the sector to
determine the distribution of viewpoints among the larger population of nonprofit leaders,
which might also help to understand how many organizations are experiencing the
various barriers preventing performance management and the implementation of
performance measurement. Using the viewpoints discovered in this study, a researcher
could survey a statistically representative sample of nonprofit leaders to determine the
distribution of these viewpoints among the U.S. nonprofit leader population.

Summary of the Study

Leaders in the nonprofit sector do not agree on how to evaluate nonprofit

organizational performance most effectively and how to define organizational

effectiveness (Lecy et al., n.d.). The greatest challenge is finding a balance among
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upward accountability to donors, meeting the needs of employees, and making positive
change in organizational practices (Ebrahim, 2005). Current evaluation and assessment
metrics often hurt rather than help leaders of NPOs improve organizational performance
(Ebrahim, 2005) and provide external parties with a limited or incomplete understanding
of outcome delivery (U.S. General Accounting Office, 2002). A lack of understanding of
the subjective opinions held by nonprofit leaders regarding the purpose, process, and
content of nonprofit organizational performance measurement creates difficulty in
designing a widely applicable model that addresses differences in opinion.

The purpose of the Q methodology study was to identify the subjective
perspectives of nonprofit leaders in the United States concerning effective organizational
performance measurement practices. Q methodology involves systematic analysis of
human subjectivity about a topic of study (McKeown & Thomas, 2013). The intent was
to identify patterns of beliefs among nonprofit leaders. The study involved collecting the
perspectives held by 22 nonprofit leaders and targeting those with experience in nonprofit
management and performance measurement within the United States.

Q methodology includes three main sets of statistical procedures: correlation,
factor analysis, and factor score computation (McKeown & Thomas, 2013). Participants
bestowed subjective meaning to the Q-set, a sample of statements about performance
measurement, which the researcher correlated between participant profiles for similar
viewpoints (van Exel & de Graaf, 2005). Analysis uncovered patterns from individual
responses subsequently composed into social perspectives (Sickler et al., 2006).

Several test rotations indicated a three-factor solution was the best solution.

Sixteen of the 22 sorts loaded significantly on only one of the three factors. Factor 1 had
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eight significant sorts, whereas Factors 2 and 3 both had four significant sorts. Four sorts
were confounded, and two sorts were nonsignificant.

Eight sorts defined Factor 1, named Road Map. The individuals on this factor
described performance measurement as a means to improve the organization and
stimulate learning. Performance results provide important information, serving as a
formative tool and road map to guide improvement. For the Road Map participants, the
desire is to better serve their beneficiaries and achieve mission-based goals. Four sorts
defined Factor 2, named Management Tool. This factor defined performance
measurement as a tool that helps communicate the organization’s results to stakeholders.
For Management Tool participants, resource dependencies and institutionalized
expectations greatly influence their opinion and understanding of performance
measurement. Four sorts also defined Factor 3, named Weakest Link. The individuals
loading on this factor expressed that performance measurement should be a means to help
the sector improve, in that the sector is only as strong as its weakest link. The
performance improvements made by nonprofit leaders will generate insights and
innovations that will be necessary to improve collective impact.

The three themes found in the viewpoints were performance management, the
unfunded mandate for performance evaluation, and outcome measurement. For
performance measurement to work, it has to be part of a broader performance
management culture and system. Nonprofit leaders desire a collaborative partnership
with funders, and funding is necessary for effectively performance measurement to occur.
A focus on outcome measurement will allow leaders of nonprofit organizations to

communicate their impact as well as increase the sector’s collective impact.
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Because they are open systems, nonprofit organizations are subject to a vast pool
of interested stakeholders, each with their own opinions and beliefs about nonprofit
organizational performance and effectiveness. Resource dependencies affect which
opinions and beliefs nonprofit leaders hear most and which socially constructed
performance expectations and standards nonprofit organizations institutionalize. To truly
improve nonprofit organizational performance, performance measurement must be part of
a larger performance management system. Performance measurement needs financial
support to become common practice throughout the sector. Outcome measurement
connected to the organization’s mission-based goals is the best measure of nonprofit
organizational effectiveness.

Concluding Remarks

As history has shown, paradigm shifts take time to reach critical mass. Decades
of searching for a definition for nonprofit effectiveness have led many nonprofit leaders
to believe that social impact is the answer. Although the paradigm of nonprofit
effectiveness has slowly evolved over the past few decades, technological and
socioeconomic forces, in addition to the overhead myth, are necessitating the change take
shape much quicker (Taylor et al., 2013).

The sector would benefit from a shift in the dialogue between nonprofit
organizations and donors from how much the leaders spend on overhead to a discussion
about what good outcomes cost (Goggins-Greggory, 2013). The need to make this
change is not new, and has been a topic of discussion for more than a century, dating

back to
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Carnegie’s complaint that the vast majority of giving is wasted, and to
Rockefeller’s insistence that we stop just treating the symptoms of problems and
instead get to their root causes so that we could solve them once and for all.
(Schambra, 2013a, para. 31)
The situation has never been more primed with the tools, technology, and momentum to
make the transition smoother.

Discovered in this Q methodology study of nonprofit leader opinions was the
acknowledgment of a broken system of nonprofit organizational performance
expectations and performance measurement. Insights from the nonprofit leaders
demonstrated characteristics of a new system for generating mission-driven impact. The
system envisioned in the viewpoints could strengthen performance management, promote
organizational learning, inspire collaboration and partnership with funders, include
beneficiaries and their feedback, and focus on outcome measurement. Each of the factors
exhibited differing opinions about the characteristics, behaviors, and practices; however,
there were some common themes throughout the viewpoints. Three themes identified in
the viewpoints include the need for performance management systems, the unfunded
mandate for performance measurement, and the desire to use outcome measurement to
measure nonprofit effectiveness.

First, the focus of all three perspectives identified in the study was performance
management as the complete solution, with performance measurement as a singular part
of increasing organizational effectiveness. The viewpoints demonstrated performance
measurement cannot stand alone but rather must be a part of a performance management

system. A performance management system grounded in the organization’s mission-
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based strategic intent is necessary. Rushing to measurement and assessment without a
clear plan could lead organizational leaders to the wrong metrics and generate another
exercise in chasing donor expectations rather than embracing an opportunity to evolve the
performance culture of the organization.

Second, the participants sharing the viewpoints expressed how funders expect
performance data as a condition of the funding, yet few grantors include funding for
administrative and evaluation purposes. The participants who shared viewpoints
conveyed a desire for a sense of partnership with their funders as both work in concert
toward the same goal of better service delivery for beneficiaries. Characteristics of an
effective performance measurement model are partnership and shared goals. To prove
effectiveness, leaders of nonprofit organizations need the ability to allocate resources that
will enable effectiveness. “Nonprofits are encouraged to collaborate instead of compete,
hold onto under-performing staff, accept martyr-like salaries, smile and nod when
funders push them in tangential directions and keep quiet” while donors are giving less
and expecting more (Edgington, 2010, para. 3). Sector expectations are preventing
leaders of nonprofit organizations from creating the impact the sector seeks.

Last, the three perspectives in this study necessitated organization-specific
measures linking concretely to the mission rather than ill-fitting and vague standardized
metrics to evaluate nonprofit organizational performance. The factors favored outcome
measurement as the most effective practice for evaluating a nonprofit’s performance.
Outcome measurement is one method for nonprofit organizations to demonstrate impact.
When nonprofit leaders have a better understanding of their outcomes and performance

data, then there is opportunity for greater collaboration, learning, and increasing the
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sector’s collective impact. For performance measurement to be effective, it cannot occur
in a vacuum.

We need to start thinking about telling the whole story of how the charitable

sector functions—how it’s funded, how it uses money, how it delivers services,

and why this can’t be done better by the public sector or the for-profit sector.

(Berman, 2013, para. 9)

Nonprofits cannot thrive and prove impact within the restraints of the old
paradigm. Stakeholders cannot reduce the human elements of philanthropy to cost—
benefit analyses rather than view them as an important civic virtue (Gibson & Dietel,
2010). The new paradigm will require removing overhead ratios and financial efficiency
from the lexicon, or at a bare minimum significantly downgrading their importance. It
will also require foundations to partner with, mentor, and develop nonprofit
organizational capability to undertake such an endeavor.

Solely focusing on the power imbalance in the funder—nonprofit relationship
would be an incomplete definition of the problem. Many nonprofit leaders fail to ask the
hard questions about their strategy, mission, and performance.

Nonprofits aren’t given the chance to have thoughtful and open conversations

about the findings in ways that could help them strengthen their own activities.

And philanthropists don’t have the benefit of getting honest, first-hand

perspectives from a broad array of organizations with expertise. (Gibson, 2013,

para. 9)

Despite demand for increased transparency, few leaders of nonprofit organizations have

embraced the technologies and practices that help to invite and integrate public feedback
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and critique into organizational learning, which is likely a function of avoiding overhead
and resisting spending on organizational infrastructure and technology.

The current philanthropy paradigm is failing the sector because of unrealistic
funder expectations, pressure on nonprofit organizations to conform to these
expectations, and misleading reporting and underinvestment in administrative operating
expenses (Tierney & Steele, 2011). The desire for change is evident in this study, in
addition to the reaction to the overhead myth (Taylor et al., 2013). The three viewpoints
discovered in the study demonstrated an understanding that nonprofit leaders need to
make changes and be ready to implement the much-needed changes. Other studies have
mimicked nonprofit leaders’ desire to define effectiveness as outcome accountability.
“This sounds like common sense, but if organizational effectiveness is outcome
accountability, any meaningful ratings system used to evaluate nonprofits must somehow
measure the extent to which organizations achieve their goals” (Mitchell & Schmitz,
2010, para. 6). Rather than viewing financial performance in a vacuum, a growing group
of nonprofit leaders is proposing the consideration of other factors, including
transparency, governance, leadership, and results (Taylor et al., 2013), which will require
that the softer side of philanthropy, the artistic, creative, humanistic side, have as much
voice as the scientific side (Gibson & Dietel, 2010).

True change necessitates a shift in the current philanthropy paradigm. Staff and
volunteers may have to change behaviors, embrace new ideas, and potentially say
goodbye to programs and services that no longer align with the organization’s theory of
change. Nonetheless, this discomfort and evolution is important because it will enable

the organizational leaders to answer questions about the social changes that would
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emanate from their mission accomplishment and which variables they should track and
measure (Axelrod, 2013).

Change will take patience and a belief that collectively the sector can solve the
challenges ahead. “Purpose and perseverance are so important to ultimate success. They
must be inflamed, nurtured, and renewed at every turn. And they must be accepted as the
bulwark of change” (Light, 2010, Change by All Means Possible, para. 6). The collective
impact of the sector depends upon this change. Nonprofits strengthen society, increase
the common good, and enhance social capital. Changing nonprofit performance
expectations is a challenge that stakeholders cannot avoid because of the importance of
the sector’s work. The leaders who accept the challenge, those who desire to understand
the impact of their work, will be “the ones most likely to make a real difference in the

lives of those they serve” (Morino, 2011, p. 22).
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Appendix A
Participation Request Letter

Participant Name
Address, City, State, Zip

Dear ,

I am a student working on a Doctor of Management in Leadership and Organizational Theory
at the University of Phoenix. I am conducting a research study that may help to identify
characteristics of effective nonprofit organizational performance measurement. The purpose
of the research is to study the opinions of leaders who have experience in nonprofit
management and performance measurement and reveal findings that could help evaluate
nonprofit performance across the sector.

More specifically, nonprofit leaders with experience in nonprofit management and
performance measurement are targeted for this study. For the purposes of the proposed
study, nonprofit leaders will be (a) academic experts who have published within the field
in the past 5 years or (b) professionals with 5 or more years of leadership experience
within the field. Professionals are NPO senior management, evaluators, grantors and
funders, consultants, and watchdog agency leaders. You have been selected to participate
in this research program, because I believe that you meet the qualifications necessary for
inclusion in this study.

As a leader in the nonprofit sector, your participation will involve completing an interview
and assessment that will examine your perceptions of the characteristics of effective
nonprofit organizational performance measurement.

The assessment should not take more than an hour of your time. Once you have signed the
consent form and returned the form in the stamped, self-addressed envelope, you will receive
instructions outlining the next steps in the research process. There are no foreseeable risks to
you in undertaking this study.

The intent of the study is to produce relevant data that can be used to create a nonprofit
organizational performance measurement method that will not only provide relevant
performance data to external parties, but also help nonprofit leaders improve organizational
performance. An executive summary of the research results will be provided if requested on
the consent form.

Confidentiality Statement

Your participation in this study is voluntary. If you choose not to participate or to withdraw

from the study at any time, you can do so without penalty or loss of benefit to yourself. The
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results of the research study may be published, but your name and your organization’s name
will not be used, and your results will be maintained in strictest confidence.

If you have any questions concerning the research study, please contact me at ###-###-H###
or xxxx(@email.phoenix.edu .

Sincerely,
Diana Frayne

Doctoral Student
University of Phoenix
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Appendix B

Informed Consent

INFORMED CONSENT: PARTICIPANTS 18 YEARS OF AGE AND OLDER

Dear ,

My name is Diana Frayne and I am a student at the University of Phoenix working on a
Doctor of Management degree. I am doing a research study entitled Nonprofit Leader
Perceptions of Effective Organizational Performance Measurement: A Q methodology
Study. The purpose of the research study is to identify commonalities among the
subjective perspectives of nonprofit leaders in the United States concerning effective
organizational performance measurement practices.

Y our participation will involve completing a card sorting process and brief questionnaire
that will examine your perceptions of the characteristics of effective nonprofit
organizational performance measurement. More specifically, nonprofit leaders with
experience in nonprofit management and performance measurement are targeted for this
study. For the purposes of the proposed study, nonprofit leaders will be (a) academic
experts who have published within the field in the past 5 years or (b) professionals with 5
or more years of leadership experience within the field. Professionals are NPO senior
management, evaluators, grantors and funders, consultants, and watchdog agency leaders.
You have been selected to participate in this research program, because I believe that you
meet the qualifications necessary for inclusion in this study.

The assessment should not take more than an hour of your time. Once you have signed
the consent form and returned the form in the stamped, self-addressed envelope, you will
receive instructions outlining the next steps in the research process. You can decide to be
a part of this study or not. Once you start, you can withdraw from the study at any time
without any penalty or loss of benefits. Participation in this study is voluntary. Your
decision to participate or not participate will not affect your current or future relations
within your organization. If you decide to participate, you are free to withdraw at any
time or not to answer any question. The results of the research study may be published
but your identity will remain confidential and your name will not be made known to any
outside party.

In this research, there are no foreseeable risks to you in undertaking this study.
Although there may be no direct benefit to you, a possible benefit from your being part of
this study is the identification of relevant data that can be used to create a nonprofit

organizational performance measurement method that will not only provide relevant
performance data to external parties, but also help nonprofit leaders improve
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organizational performance. An executive summary of the research results will be
provided if requested below.

If you have any questions about the research study, please call me at ###-###-### and
xxxxx(@email.phoenix.edu. For questions about your rights as a study participant, or any
concerns or complaints, please contact the University of Phoenix Institutional Review
Board via email at IRB@phoenix.edu.

As a participant in this study, you should understand the following:

1. You may decide not to be part of this study or you may want to withdraw from
the study at any time. If you want to withdraw, you can do so without any
problems.

2. Your identity will be kept confidential.

3. Diana Frayne, the researcher, has fully explained the nature of the research study
and has answered all of your questions and concerns.

4. If interviews are done, they may be recorded. If they are recorded, you must give
permission for the researcher, Diana Frayne, to record the interviews. You
understand that the information from the recorded interviews may be transcribed.
The researcher will develop a way to code the data to assure that your name is
protected.

5. Data will be kept in a secure and locked area. The data will be kept for three
years, and then destroyed.

6. The results of this study may be published.

“By signing this form, you agree that you understand the nature of the study, the possible
risks to you as a participant, and how your identity will be kept confidential. When you
sign this form, this means that you are 18 years old or older and that you give your
permission to volunteer as a participant in the study that is described here.”

(L)) Taccept the above terms. (L)) Tdo not accept the above terms. (CHECK ONE)

Signature of the interviewee Date

Signature of the researcher Date

() Please send me an Executive Summary of Research Results
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Appendix C
Q sample Statements

A new performance measurement model can help improve philanthropy by
identifying chronic undercapitalization and by shifting the unbalanced power
dynamic resulting from NPO resource dependencies.

A new performance measurement model should ensure all constituencies
benefit. It must identify each player that contributes to or uses the performance
measurement system and how they gain value from it.

A new performance measurement model should help the NPO learn and
improve performance — to drive internal reflection, improve mission execution,
communicate strengths and weaknesses, and enhance adaptability.

A performance measurement system that simplifies the complexity of NPO
performance into single measures will continue to prevent the sector to truly
improve performance. Effectiveness is multi-dimensional.

A simple method for NPO leaders to identify the 3 to 5 most important
measures they will use to assess their programs from 3 simple categories: 1)
how much do we do? 2) how well do we do it? 3) is anyone better off?

A substantial flaw of many performance metrics is that a high performing
organization, defined by that narrow set of indicators, could still pollute, violate
laws, and pillage the commons. Furthermore, when there is community benefit,
rarely are NPOs the sole contributor to it.

An effective performance measurement model should include indicators not
only for organizational health and program performance, but also for social and
economic performance that give a real sense of the organization’s outcomes and
progress in meeting its vision.

An effective performance measurement model will examine a range of
measures uniquely defined for each organization or type of NPO, identifying the
‘intended impact’ — the result the NPO will hold itself accountable for. These
measures should be mission driven and tailored to each organization because the
vast range of difference in NPO goals makes broad measurement of goal
attainment impossible to compare.

An effective performance measurement model will select measurement
indicators tied to the organization’s strategic plan and internal goals.
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An effective performance measurement model would place less emphasis on
financial measures that when required to be low, effectively suffocate NPOs’
infrastructure and reduce performance capabilities.

At times, it seems as if the effectiveness and performance measurement
movement has strayed too far from why we should be concerned about
effectiveness at all — the passion for solving the social inequities that inspire
philanthropy. The movement must focus on measuring and improving service
delivery and the NPQO’s ability to help customers.

Culture matters more than metrics. Performance measurement must be seen as
helping people do their jobs better, not creating new chains for yanking.

Devoid in the performance measurement discussion is who will pay for it. Since
performance measurement is often an underfunded overhead expense, donors
who want performance data should match their expectations with their resource
commitments so that NPOs can direct resources toward the mission.

Donors need comparative data and ratings providing actionable information to
help build donation strategies and identify seminal NPOs from each field.

Donors will have a more complete picture of NPOs when deciding to make
charitable gifts if there is a clearly defined metric that allows for NPO
performance assessment and comparisons, determines the value created,
increases transparency, and holds NPOs accountable.

Externally driven performance measurement will be counterproductive or ill-
fitting; internally driven performance measurement will likely fall short in
meeting the external data demands or be poorly executed. Ideal performance
measurement will blend internal and external parties, the needs of all
stakeholders, and performance monitoring and evaluation methods to achieve
balance in resources, knowledge and results.

Financial efficiency will always be the most important performance
measurement since NPOs cannot exist without financial inputs from donors.
How a NPO uses its resources should be the only measure we are concerned
with as it impacts everything else the organization does.

If NPOs want to prove legitimacy, they need to uphold shared values, increased
transparency, and maintain an evidence-based dialogue with their multiple
constituencies.

In our current system, funders dictate what reports NPOs generate, and NPOs

generate reports for each funder. However, NPOs are best positioned to know
what information is best for them to track. The information tracked should be
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mission critical for the NPO, and it should be the information funders should be
most interested in receiving.

It’s not hard to imagine NPO performance measurement metrics that could
easily distinguish NPOs as leaders within their respective field. It is much
harder, however, to compare them across fields.

Measuring and using outcomes data is essential for improving productivity.
Outcome measurement is essential for a NPO to identify where the line is.
Learning organizations don’t just care about whether they achieve results, but
why and how they can get better.

Metrics of performance answer: 1) how well the NPO is doing its mission and
2) how you know how well the NPO is doing. However, assessment of results
against strategy remains a significant challenge for NPOs: staff struggle to
determine the right data and collection procedures, due to technical challenges,
inadequate resources and support, and lack of capacity and skill.

Most NPO leaders don’t communicate results or lack the skills/knowledge to
conduct effective performance measurement, making external evaluation by an
unbiased outside source (such as charity watchdogs, government regulators, or
independent nonprofit professionals) in the form of unannounced external
performance audits necessary/ideal.

NPO capacity, or lack thereof, impacts effective performance measurement. A
primary objective should be to enhance capacity first so that NPO leaders have
the tools to measure performance.

NPO leaders must commit to self-discipline and self-accountability and create a
culture of measurement. With determination and discipline, clearly defined
goals, and internal benchmarks, NPO leaders will gain clarity in desired results,
how to achieve those results, determine what to measure, learn what
works/doesn’t, and explicitly apply what they learned to improve.

NPO leaders see few frameworks that seem relevant to them, few peers who can
point the path to victory, and, most disappointingly, few funders willing to pay
to build the required internal measurement capacity. Most metrics are
cumbersome, ill-fitting, bludgeon smaller NPOs with onerous requirements, and
are not in the interest of helping NPOs.

NPO performance measurement is receiving increased academic and
practitioner attention, but the design of performance measurement systems has
not received the same level of consideration. The design methodology and tools
can dictate success or failure.
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NPO performance measurement metrics must never trump the NPQO’s ability to
achieve its mission. Focus should be on accountabilities that advance mission
achievement.

Outcome assessment is a highly complicated, uncertain and increasingly
contentious undertaking. Charities work on difficult, complex, and sometimes
intractable problems. Let’s not reduce their appetite or ambition for working on
the really hard problems in deference to easier problems that are more
susceptible to quick impact and simple measurement.

People are obsessed with measurements; we want to constantly measure
everything around us. It has become such an integral part of life we don’t pause
and ask why we are measuring and what are the metrics we are using. A new
performance measurement model must challenge the questions and metrics
thrust on the sector by all constituencies.

Performance data should stand on its own, minimizing ratings,
recommendations, and expert analysis. We need a national performance
measurement apparatus that can communicate the results.

Performance measurement methods are forced upon NPO leaders because
donors do not trust NPO leaders to manage donations. Increased funding levels
raise the burden of proof, forcing leaders to be accountable to those they serve.

Performance measurement should be at the organizational level of performance
and allow for experimentation, the essence of innovation. Each measure should
be: objective, easily understood, timely, accurate, cost-effective, useful,
motivating, and able to be tracked.

Performance measurement should begin with the end in mind. The desired end
state will inform goals, strategies, milestones/indicators, and what data is
necessary to collet to effectively measure performance and continually improve.

Rather than asking traditional strategic planning questions (i.e. goal
identification), performance measurement should begin by asking “who is our
constituency and what kind of organization do they need us to be?”” and “what
does our community need us to be doing right now?”” A NPO should be judged
by how effective they are at helping people and impacting the community.

Roughly 3,000 charities garner 60% of all revenue that comes into the sector
each year, and 20,000 garner 85%. The initial goal should be to rate the 20,000
commanding the lion’s share of financial resources and not burden the smaller
NPOs with ill-fitted models incompatible with their current capacity.

Standardized metrics and reporting systems are unlikely to universally align
with more NPOs or be sensitive enough to provide useful lessons.
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The focus of annual performance measurement is accountability, whereas
multiple times per year is focused on performance improvement. While a blend
of formative and summative assessment is ideal — how can we expect NPOs to
achieve their mission while simultaneously conducting frequent performance
measurement?

The sector desperately needs a performance measurement model that is rigorous
enough to provide the right signals, affordable enough that NPOs can undertake
it in the first place, fast enough so NPOs can make decisions, and
understandable enough to transfer skills and build capacity. Benefits would also
include better results for beneficiaries, lower costs to learn, rapid innovation,
improved resource allocation, and lower program costs.

The sole purpose of NPO performance measurement is to communicate the
achievement of socially positive results — answering to the public, “what
positive impact did we make?”

Too many NPOs are concerned with sustaining operations rather than solving
the problems they were funded to end. Just because a NPO develops an ideal
management structure doesn’t mean the NPO will produce positive outcomes or
social impact. Management structure, systems, processes or capacity should not
be performance measures included in a performance measurement model as
they place emphasis away from the mission accomplishment.

We must reject overhead expense ratios as relevant evaluation metrics. And, the
enemy of performance measurement is not just overhead but oversimplification.
A lack of resources necessarily leads to oversimplification.

We must reject overhead expense ratios as relevant evaluation metrics. And, the
enemy of performance measurement is not just overhead but oversimplification.
A lack of resources necessarily leads to oversimplification.
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Appendix D
Q sorting Instructions
This research study is examining and attempting to determine characteristics,
behaviors, and practices of effective nonprofit organizational performance measurement,
and more specifically, the beliefs of nonprofit leaders about this topic. The researcher is
interested in what you believe is most important or essential to effective organizational

performance measurement.

There is a deck of statement cards regarding nonprofit performance measurement
provided in the envelope. The question you are to answer is as follows: Which
characteristics, behaviors, and practices will promote effective nonprofit organizational
performance measurement? Begin by reading each statement and placing each statement
in one of three piles: (1) important, (2) [ am neutral, or (3) unimportant. There is no right
or wrong way to sort the card statements; the choices are subjectively yours and are

inherently correct in any order.

1. From the IMPORTANT pile, select two cards with which you believe are most
important and write those two numbers in the column labeled “+5”.

2. From the UNIMPORTANT pile, select two cards with which you believe are
most unimportant and write those two numbers in the column labeled “-5”.

3. From the IMPORTANT pile, select three more cards with which you believe are
most important and write their numbers in the column labeled “+4”.

4. From the UNIMPORTANT pile, select three more cards with which you believe
are most unimportant, and write their numbers in the column labeled “-4”.

5. From the IMPORTANT pile, select four more cards with which you believe are
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10.

11.

12.

13.

14.

most important and write their numbers in the column labeled “+3”.

From the UNIMPORTANT pile, select four more cards with which you believe
are most unimportant and write their numbers in the column labeled “-3”.

From the IMPORTANT pile, select four more cards that believe are most
important with your viewpoint; write their statement numbers in the column
labeled “+2”.

If you do not have enough cards in the IMPORTANT pile, select them from the I
AM NEUTRAL pile or the UNIMPORTANT pile.

From the UNIMPORTANT pile, select four more cards that you believe are most
important; write their statement numbers in the column labeled “-2”.

If you do not have enough cards in the UNIMPORTANT pile, select them from
the | AM NEUTRAL pile or the IMPORTANT pile.

Continue the back and forth with the five cards for each of the columns labeled
“+1” and “-1”, making sure to record the statement numbers.

If you do not have enough cards to fill the columns, take them from the I AM
NEUTRAL pile or the next adjacent pile.

Write down the remaining six card numbers in the column labeled “0” for I AM
NEUTRAL.

When you are completed, there should be no cards left over and no blank spaces

shown on the answer grid.

Thank you for your time and for participating in the study.
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Appendix E
Pre- and Postexercise Questionnaire

Demographic Survey

Demographic analysis assists in further qualifying the subject population and provides
additional information that can be referenced to literature related to nonprofit
organizational performance measurement.

As part of the interviewing exercise, please circle or check the answers that most
accurately apply to you in each item.

1. Gender:
a. Male
b. Female
2. Age:
a. 25-34
b. 35-44
c. 45-54
d. 55-64
e. 65-74
f. 75+
3. Highest Degree Earned:
a. Diploma
b. Bachelor’s
c. Master’s
d. Master’s and specializations
e. Doctorate
f. Other:
4. Years of Experience in Nonprofit Field:
a. 5-9
b. 10-14
c. 15-19
d. 20-24
e. 25+

5. Current primary role in nonprofit field (please circle one):
a. 501c3 Executive Director/CEO

b. 501c3 Senior Management

c. Foundation Executive/Grant or Funding Executor
d. Academic/Published in Field

e. Charity Watchdog Executive
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f. Consultant

g. Other:
6. Number of years in current primary role:
a. 1-2
b. 3-5
c. 69
d. 10-14
e. 15+

7. Indicate all roles held during your career in the nonprofit field (circle all that
apply):
a. 501c3 Executive Director/CEO
501c3 Senior Management
c. Foundation Executive/Grant or Funding Executor
d. Academic/Published in Field
e. Charity Watchdog Executive
f. Consultant
g. Other:

8. Current primary organization type you work for/with (please circle one):
a. Animals
b. Arts, Culture, Humanities
Education
Environment & Animals
Health
Human Services
International/Foreign Affairs
Public/Societal Benefit
Mutual/Membership Benefit
Religious
Unknown/Unclassified
Not applicable

—RTIS R SO a0

9. Current primary organization operating budget (please circle one):
a. Less than $499,000

$500,000-$999,999

$1 million - $2,499,999

$2.5 million - $4,999,999

$5 million - $9,999,999

$10 million - $24,999,999

$25 million - $49,999,999

$50 million or more

@ moe ao o

10. Current primary organization number of full time employees (please circle one):
a. 1-10
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11-25
26-50
51-100
101-200
201 or more

11. Current primary organization geographic region (please circle one):

a.

me e o

Northeast U.S.
Southeast U.S.
North Central U.S.
South Central U.S.
Northwest U.S.
Southwest U.S.

12. In your current primary organization, what role does organizational performance
measurement play:

a.
. Important

moe a0 o

Very important

Somewhat important
Somewhat unimportant
Unimportant

Very important

13. Throughout your career in the nonprofit sector, which organization types have
you worked for/with (circle all that apply):

FTIE@R SO A o

Animals

Arts, Culture, Humanities
Education

Environment & Animals
Health

Human Services
International/Foreign Affairs
Public/Societal Benefit
Mutual/Membership Benefit
Religious
Unknown/Unclassified

Postsort Questions

Postsort feedback helps with further interpretation of your Q sort results. As part of the
interviewing exercise after completing the Q sorting exercise, please respond to the
following questions.

1. Were your opinions about effective nonprofit organizational performance
measurement appropriately represented in this sort? Why or why not?
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2. Were there any opinions (either like yours or different from yours) about effective
nonprofit organizational performance measurement that were omitted from this
sort?

3. What other thoughts do you have to share about the statements you sorted and
effective nonprofit organizational performance measurement?

4. Can the researcher contact you in the event that there are more questions about
your sort results or survey responses? [ Yes O No
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Appendix F

Participant Demographic Information

Gender

14 4

10 -

MALE FEMALE

Figure F1. Gender of study participants

Age Range

14 -+
12

Figure F2. Age ranges of study participants
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Highest Degree Earned

Figure F3. Highest degree earned
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Years Experience in Nonprofit Sector

Figure F4. Number of years experience within the nonprofit sector
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Current Role

Figure F5. Current role in the nonprofit sector

Organization Type

11

Figure F6. Current organization type of study participants
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Operational Budget

Figure F7. Current organization’s operational budget

Full-time Staff Members

Figure F8. Number of full-time staff members at current organization
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Location

Figure F9. Current organization’s location

Role of Performance Measurement at Current
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Figure F10. Role of performance measurement at current organization
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Factor by Gender
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Figure F11. Factor by Gender
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Appendix G

Full Tables of Most Important/Most Unimportant Statements and Scores by

Factor

Table G1

Most Important and Most Unimportant Statements and Scores for Road Map

Item
Number

Statement

Array
Position

-
Score

33

28

35

34

24

15

40

41

36

23

32

31

Performance measurement should be at the organizational level of performance and allow for
experimentation, the essence of innovation. Each measure should be: objective, easily understood,
timely, accurate, cost-effective, useful, motivating, and able to be tracked.

A new performance measurement model should help the NPO learn and improve performance — to
drive internal reflection, improve mission execution, communicate strengths and weaknesses, and
enhance adaptability.

NPO performance measurement metrics must never trump the NPO’s ability to achieve its mission.
Focus should be on accountabilities that advance mission achievement.

An effective performance measurement model should include indicators not only for organizational
health and program performance, but also for social and economic performance that give a real
sense of the organization’s outcomes and progress in meeting its vision.

Rather than asking traditional strategic planning questions (i.e. goal identification), performance
measurement should begin by asking “who is our constituency and what kind of organization do
they need us to be?”” and “what does our community need us to be doing right now?” A NPO should
be judged by how effective they are at helping people and impacting the community.

An effective performance measurement model will select measurement indicators tied to the
organization’s strategic plan and internal goals.

A performance measurement system that simplifies the complexity of NPO performance into single
measures will continue to prevent the sector to truly improve performance. Effectiveness is multi-
dimensional.

Performance measurement should begin with the end in mind. The desired end state will inform
goals, strategies, milestones/indicators, and what data is necessary to collet to effectively measure
performance and continually improve.

NPO capacity, or lack thereof, impacts effective performance measurement. A primary objective
should be to enhance capacity first so that NPO leaders have the tools to measure performance.
Donors will have a more complete picture of NPOs when deciding to make charitable gifts if there
is a clearly defined metric that allows for NPO performance assessment and comparisons,
determines the value created, increases transparency, and holds NPOs accountable.

The sole purpose of NPO performance measurement is to communicate the achievement of socially
positive results — answering to the public, “what positive impact did we make?”

Too many NPOs are concerned with sustaining operations rather than solving the problems they
were funded to end. Just because a NPO develops an ideal management structure doesn’t mean the
NPO will produce positive outcomes or social impact. Management structure, systems, processes or
capacity should not be performance measures included in a performance measurement model as
they place emphasis away from the mission accomplishment.

Roughly 3,000 charities garner 60% of all revenue that comes into the sector each year, and 20,000
garner 85%. The initial goal should be to rate the 20,000 commanding the lion’s share of financial
resources and not burden the smaller NPOs with ill-fitted models incompatible with their current
capacity.

Donors need comparative data and ratings providing actionable information to help build donation
strategies and identify seminal NPOs from each field.

Most NPO leaders don’t communicate results or lack the skills’knowledge to conduct effective
performance measurement, making external evaluation by an unbiased outside source (such as
charity watchdogs, government regulators, or independent nonprofit professionals) in the form of
unannounced external performance audits necessary/ideal.

Performance measurement methods are forced upon NPO leaders because donors do not trust NPO
leaders to manage donations. Increased funding levels raise the burden of proof, forcing leaders to
be accountable to those they serve.

Performance data should stand on its own, minimizing ratings, recommendations, and expert
analysis. We need a national performance measurement apparatus that can communicate the results.
Financial efficiency will always be the most important performance measurement since NPOs
cannot exist without financial inputs from donors. How a NPO uses its resources should be the only
measure we are concerned with as it impacts everything else the organization does.

5

-3

4

1.66*
1.60

1.59*

1.53

1.43

0.98*
0.89

0.88

-0.95
-1.03

1.08%*

-1.13

1.49%*

1.60*
-1.63

-2.01

-2.14
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Note: Numbers with asterisks denote distinguishing statements

Table G2

Most Important and Most Unimportant Statements and Scores for Management Tool

Item Statement Array z-
Number Position  Score
8 An effective performance measurement model will examine a range of measures uniquely defined 5 1.44*

for each organization or type of NPO, identifying the ‘intended impact’ — the result the NPO will
hold itself accountable for. These measures should be mission driven and tailored to each
organization because the vast range of difference in NPO goals makes broad measurement of goal
attainment impossible to compare.
34 Performance measurement should begin with the end in mind. The desired end state will inform 5 1.42
goals, strategies, milestones/indicators, and what data is necessary to collet to effectively measure
performance and continually improve.
3 A new performance measurement model should help the NPO learn and improve performance — to 4 1.39
drive internal reflection, improve mission execution, communicate strengths and weaknesses, and
enhance adaptability.
21 Measuring and using outcomes data is essential for improving productivity. Outcome measurement 4 1.29
is essential for a NPO to identify where the line is. Learning organizations don’t just care about
whether they achieve results, but why and how they can get better.

18 If NPOs want to prove legitimacy, they need to uphold shared values, increased transparency, and 4 1.28
maintain an evidence-based dialogue with their multiple constituencies.
41 Too many NPOs are concerned with sustaining operations rather than solving the problems they 3 1.23*

were funded to end. Just because a NPO develops an ideal management structure doesn’t mean the
NPO will produce positive outcomes or social impact. Management structure, systems, processes or
capacity should not be performance measures included in a performance measurement model as
they place emphasis away from the mission accomplishment.
7 An effective performance measurement model should include indicators not only for organizational 3 0.99
health and program performance, but also for social and economic performance that give a real
sense of the organization’s outcomes and progress in meeting its vision.

25 NPO leaders must commit to self-discipline and self-accountability and create a culture of 3 0.97
measurement. With determination and discipline, clearly defined goals, and internal benchmarks,
NPO leaders will gain clarity in desired results, how to achieve those results, determine what to
measure, learn what works/doesn’t, and explicitly apply what they learned to improve.

13 Devoid in the performance measurement discussion is who will pay for it. Since performance 3 0.94
measurement is often an underfunded overhead expense, donors who want performance data should
match their expectations with their resource commitments so that NPOs can direct resources toward
the mission.

6 A substantial flaw of many performance metrics is that a high performing organization, defined by -3 -0.90
that narrow set of indicators, could still pollute, violate laws, and pillage the commons.
Furthermore, when there is community benefit, rarely are NPOs the sole contributor to it.

30 People are obsessed with measurements; we want to constantly measure everything around us. It -3 -
has become such an integral part of life we don’t pause and ask why we are measuring and what are 0.94*
the metrics we are using. A new performance measurement model must challenge the questions and
metrics thrust on the sector by all constituencies.

17 Financial efficiency will always be the most important performance measurement since NPOs -3 -
cannot exist without financial inputs from donors. How a NPO uses its resources should be the only 1.07*
measure we are concerned with as it impacts everything else the organization does.

4 A performance measurement system that simplifies the complexity of NPO performance into single -3 -1.08
measures will continue to prevent the sector to truly improve performance. Effectiveness is multi-
dimensional.

40 The sole purpose of NPO performance measurement is to communicate the achievement of socially -4 -1.09
positive results — answering to the public, “what positive impact did we make?”

42 We must reject overhead expense ratios as relevant evaluation metrics. And, the enemy of -4 -1.19
performance measurement is not just overhead but oversimplification. A lack of resources
necessarily leads to oversimplification.

32 Performance measurement methods are forced upon NPO leaders because donors do not trust NPO -4 -1.51
leaders to manage donations. Increased funding levels raise the burden of proof, forcing leaders to
be accountable to those they serve.

29 Outcome assessment is a highly complicated, uncertain and increasingly contentious undertaking. -5 -
Charities work on difficult, complex, and sometimes intractable problems. Let’s not reduce their 1.94%*
appetite or ambition for working on the really hard problems in deference to easier problems that
are more susceptible to quick impact and simple measurement.

31 Performance data should stand on its own, minimizing ratings, recommendations, and expert -5 -2.40
analysis. We need a national performance measurement apparatus that can communicate the results.

Note: Numbers with asterisks denote distinguishing statements
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Table G3

Most Important and Most Unimportant Statements and Scores for Weakest Link

Item Array  z-
no. Statement position score
39 The sector desperately needs a performance measurement model that is rigorous enough to provide the right 5 1.90*

signals, affordable enough that NPOs can undertake it in the first place, fast enough so NPOs can make
decisions, and understandable enough to transfer skills and build capacity. Benefits would also include better
results for beneficiaries, lower costs to learn, rapid innovation, improved resource allocation, and lower program
costs.
16 Externally driven performance measurement will be counterproductive or ill-fitting; internally driven 5 1.81%*
performance measurement will likely fall short in meeting the external data demands or be poorly executed.
Ideal performance measurement will blend internal and external parties, the needs of all stakeholders, and
performance monitoring and evaluation methods to achieve balance in resources, knowledge and results.

18 If NPOs want to prove legitimacy, they need to uphold shared values, increased transparency, and maintain an 4 1.45
evidence-based dialogue with their multiple constituencies.

3 A new performance measurement model should help the NPO learn and improve performance — to drive 4 1.40
internal reflection, improve mission execution, communicate strengths and weaknesses, and enhance
adaptability.

21 Measuring and using outcomes data is essential for improving productivity. Outcome measurement is essential 4 1.27

for a NPO to identify where the line is. Learning organizations don’t just care about whether they achieve
results, but why and how they can get better.
25 NPO leaders must commit to self-discipline and self-accountability and create a culture of measurement. With 3 1.10
determination and discipline, clearly defined goals, and internal benchmarks, NPO leaders will gain clarity in
desired results, how to achieve those results, determine what to measure, learn what works/doesn’t, and
explicitly apply what they learned to improve.
7  An effective performance measurement model should include indicators not only for organizational health and 3 1.09
program performance, but also for social and economic performance that give a real sense of the organization’s
outcomes and progress in meeting its vision.

24 NPO capacity, or lack thereof, impacts effective performance measurement. A primary objective should be to 3 1.08
enhance capacity first so that NPO leaders have the tools to measure performance.
35 Rather than asking traditional strategic planning questions (i.e. goal identification), performance measurement 3 1.01

should begin by asking “who is our constituency and what kind of organization do they need us to be?” and
“what does our community need us to be doing right now?” A NPO should be judged by how effective they are
at helping people and impacting the community.

29 Outcome assessment is a highly complicated, uncertain and increasingly contentious undertaking. Charities -3 -
work on difficult, complex, and sometimes intractable problems. Let’s not reduce their appetite or ambition for 0.85*
working on the really hard problems in deference to easier problems that are more susceptible to quick impact
and simple measurement.

27 NPO performance measurement is receiving increased academic and practitioner attention, but the design of -3 -
performance measurement systems has not received the same level of consideration. The design methodology 0.90*
and tools can dictate success or failure.

4 A performance measurement system that simplifies the complexity of NPO performance into single measures -3 -1.07
will continue to prevent the sector to truly improve performance. Effectiveness is multi-dimensional.

26 NPO leaders see few frameworks that seem relevant to them, few peers who can point the path to victory, and, -3 -
most disappointingly, few funders willing to pay to build the required internal measurement capacity. Most 1.26*
metrics are cumbersome, ill-fitting, bludgeon smaller NPOs with onerous requirements, and are not in the
interest of helping NPOs.

36 Roughly 3,000 charities garner 60% of all revenue that comes into the sector each year, and 20,000 garner 85%. -4 -131
The initial goal should be to rate the 20,000 commanding the lion’s share of financial resources and not burden
the smaller NPOs with ill-fitted models incompatible with their current capacity.

37 Standardized metrics and reporting systems are unlikely to universally align with more NPOs or be sensitive -4 -
enough to provide useful lessons. 1.47%*

32 Performance measurement methods are forced upon NPO leaders because donors do not trust NPO leaders to -4 -1.66
manage donations. Increased funding levels raise the burden of proof, forcing leaders to be accountable to those
they serve.

41 Too many NPOs are concerned with sustaining operations rather than solving the problems they were funded to -5 -
end. Just because a NPO develops an ideal management structure doesn’t mean the NPO will produce positive 1.77*
outcomes or social impact. Management structure, systems, processes or capacity should not be performance
measures included in a performance measurement model as they place emphasis away from the mission
accomplishment.

17 Financial efficiency will always be the most important performance measurement since NPOs cannot exist -5 -1.87
without financial inputs from donors. How a NPO uses its resources should be the only measure we are
concerned with as it impacts everything else the organization does.

Note: Numbers with asterisks denote distinguishing statements.
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